
AP Macroeconomics: Unit IV Test (Chapters 26, 29-31) Review

Models:


AD-AS (agg. demand, short-run agg. supply, long-run agg. supply; price level v. RGDP)


Loanable Funds (Capital) Market (savings supply & investment demand; real int. rate v. QLF)


Money Market (money demand & money supply; nominal int. rate v. qty. of money)

Terms:


Automatic stabilizers


Autonomous Consumption v. Induced Consumption


Balance sheet (T-accounts)--assets (e.g. loans) v. liabilities (e.g. deposits)


Business cycle; expansions v. recessions


Cost-push inflation


Demand-pull inflation


Deposit multiplier = 1/required reserve ratio



Actual deposit multiplier is smaller because banks hold excess reserves and people hold money 


Discount rate


Disposable Income


Equation of Exchange: MV = PY


Equilibrium Expenditure


Expected inflation v. actual inflation


Expenditure multiplier = 1/(1-MPC) = 1/MPS


Federal Budget: surplus, deficit, and national debt


Federal funds rate


Federal Reserve System (the Fed)


Financial Intermediaries (e.g. banks, credit unions, et al)


Fiscal policy: automatic v. discretionary; expansionary v. contractionary


Government debt


Government Purchases Multiplier = 1/(1-MPC)

Government Transfer Payments Multiplier = MPC/(1-MPC)

Gross Domestic Product



Know how to calculate the GDP, the components of it


Inflation rate


Interest rate determination


Interest rates--nominal int. rate v. real int. rate



Nominal int. rate = Real int. rate + Inflation (expected) rate


Liquidity


Lump-Sum Taxes Multiplier = - (MPC/(1-MPC))


Marginal Propensity to Consume (MPC) + Marginal Propensity to Save (MPS) = 1

Monetary base


Money (M1 v. M2; 3 functions of money)


Money creation--required reserve ratio, excess reserves, and loans


Money demand


Money supply


Open Market Operations


Quantity Theory of Money & Velocity of Circulation (Money)

Required reserve ratio


Stagflation
AS-AD Model


Loanable Funds Market Model
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