Unit 4: Macroeconomic Principles (Ch. 12-16)

Terms:
Aggregate Demand (AD)
Aggregate Supply (AS)
budget deficit v. budget surplus

business cycle: expansion, recession, peak, & trough
Collataralized Debt Obligations (CDO’s)

credit default swaps (CDS’s)
demand-side economics

discount rate v. federal funds rate

discouraged worker
economic growth
expansionary v. contractionary fiscal policy

Federal Reserve System: Board of Governors, FOMC, Federal Reserve Regional Banks

Federal Open Market Committee (FOMC)
Federal Insurance Compensation Act (FICA): payroll tax contribution for Social Security and Medicare
fiscal policy: raise/lower taxes and/or raise/lower government spending; contractionary v. expansionary
full employment @ 5.0% unemployment rate
GDP Deflator: measure of inflation and how to calculate inflation rate using it

Gini Coefficient
Gross Domestic Product (GDP): definition of and forumla to calculate

GDP: Y = C + G + I + NX

inflation: definition of, cost-push inflation, & demand-pull inflation
labor force
labor productivity

Laffer Curve
Lorenz Curve: measure of wealth/income inequality in a nation
misery index: unemployment rate + inflation rate
monetary policy: OMO, raise/lower discount rate, raise/lower RRR, easy money v. tight money policy
money multiplier

money supply: definition of , and M1, M2, & M3

national debt

Open Market Operations (OMO)

price index: CPI and how it is created
“Priming the pump”—deficit spending

required reserve ratio
Rule of 70

Say’s Law
Social Security & Medicare

sub-prime mortgages

supply shock

supply-side economics

tariff

taxes: income, property, sales, excise, estate, and payroll (FICA), & proportional; progressive, regressive, and proportional (flat)
tight money policy v. easy money policy
toxic assets

Troubled Asset Relief Program (TARP)
unemployment types: cyclical, structural, frictional, and seasonal

unemployment rate
Events:
Bank bailout of investment banks, summer/fall 2008  ($700 billion)

Federal Reserve Act of 1913

Great Depression, 1929-41
Great Recesision, 2007-2009
Near collapse of U.S. financial system, Summer 2008
People/Firms:
Ben Bernanke

George W. Bush

Financial firms that failed in, or nearly failed,, in the 2008 Meltdown: AIG, Bear Stearns, Fannie Mae, Freddie Mac, Lehman Brothers

Goldman Sachs

Friederich von Hayek

John Maynard Keynes

Henry “Hank” Paulson, Treasury Secretary, 2007-09

Ronald Reagan
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