The total demand for goods and services in an economy at a given time. 
Aggregate Demand = C + I + G + (X-M) = Consumption + Investment + Government Spending + Net Exports 
  
Consumption 
The total spending by consumers on domestic goods and services. This looks at both durable and non-durable goods. 
Investment 
The addition of capital stock to the economy carried out by firms. Firms have two types of investment: Replacement investment, when firms spend on capital in order to maintain the productivity of their existing capital, and Induced investment, when firms spend on capital to increase their output to respond to higher demand in the economy. 
The economy's capital stock is composed of all goods that are made by people and are used to produce other goods or services such as factories, machines, offices, or computers. 
*Not to be confused with the buying of shares or placement of money in a bank: this is saving, as this is a leakage from the circular flow of income. 
Government Spending 
Governments at a variety of levels spend on a wide variety of goods and services. The amount of government spending depends on its policies and objectives. 
Net Exports 
Exports are domestic goods and services that are bought by foreigners. When the firms in a country sell exports to foreigners, it results in an inflow of export revenues to the country. Imports are goods and services that are bought from foreign producers. When imports are brought, it results in an outflow of import expenditure. If net exports is positive, it will add to AD, but if the net exports is negative it will reduce AD.  
  
Aggregate Demand curve is typically downward sloping because of wealth, interest rate and trade effects.  
  
Though the GDP (Gross Domestic Product) measured from the expenditure approach and AD (Aggregate Demand) are the same, GDP is actual output produced within an economy, AD shows a planned level of spending. 
  
Shifts of and Movement along the Aggregate Demand Curve 
• A move along the AD curve occurs when the average price level changes. If, for example, the average price level increases, a movement down the AD curve may occur. 
• A shift of the AD curve occurs when one of the components that make up AD increase or decrease: when C, I, G or X increase (a general decrease in demand), the AD curve shifts to the right. When M decreases (a general increase in demand), the AD curve shifts to the left.   
