Unit 2 Review (Modules 10-15): Measurement of Economic Performance


Format:


25 multiple choice questions and four (4) Free Response Questions [answer only two.]
Gross Domestic Product (GDP, or Y)


∙ Definition of GDP and types of GDP (real v. nominal)


∙ GDP = C + G + I + NX (expenditure)


∙ GDP = W + R + I + P (income)

Inflation and Price Indices

∙ Consumer Price Index (CPI) and its “basket of goods”


∙ Producer Price Index (PPI)


∙ GDP Deflator



° GDP Deflator = (Nominal GDP ÷ Real GDP) * 100


∙ Inflation rate



° Inflation rate = [(CPIyear 2 - CPIyear1) ÷ CPIyear1] * 100



   Inflation rate = [(GDP deflatoryear2 - GDP deflatoryear1) ÷ GDP deflatoryear1] * 100


∙ Hyperinflation


∙ Deflation


∙ Disinflation (example—Volcker, the Fed and the early 1980s)


∙ Expected inflation v. unanticipated inflation


∙ Fisher effect:  r = i - ∏
Stagflation and other historical events that are analyzed using macroeconomics

Transfer payments (e.g. Social Security payments)

Unemployment & Employment


∙ Full employment / Natural rate of unemployment / NAIRU ≈ 5.0%
∙ Types of workers: employed, unemployed, discouraged, marginally-attached, labor force, working age population

∙ Types of unemployment: frictional, structural, and cyclical


∙ Unemployment rate, labor force, and labor force participation rate



° Unemployment rate = (#unemployed ÷ labor force) * 100



° Labor Force = #employed + #unemployed



° Labor Force Participation Rate = (labor force ÷ working age pop.)* 100


° U3, U4, U5, and U6

The Business Cycle
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