Introduction to Macroeconomics
Look up and answer the following questions so that you are familiar with the key macroeconomic indicators (which are used to make judgements and comparisons about the performance of the economy).

When you answer the questions or define terms, you are required to write the answers in your own words. You will learn NOTHING by copying/pasting from the internet/text books.

Economic Growth:
1. What is GDP (Gross Domestic Product)?  
2. How does it differ from GNP?

3. What is GDP per capita?  How is it measured?

4. What is real GDP and how does it differ from GDP (sometimes referred to as nominal GDP)?

5. What is a recession?  (There is a specific definition here…)

6. Look up/find a graph of UK GDP over (at least) the last 10 years.  How has UK GDP changed in the last 10 years?  

Inflation:
7. What is inflation?
8. We currently use CPI to measure inflation.  In the UK, the RPI used to be the preferred measure.  Summarise the main differences between them.

9. Why do we use CPI now?

10. What is meant by the basket of goods?

11. Give examples of some of the items have moved into/out of the basket of goods in recent years?

12. Look up/find a graph of CPI in the UK over (at least) the last 5 years.  How has it changed?  Use this information to make a basic judgement about current economic performance in the UK.
Unemployment:
13. There are two main measures of unemployment – the ILO Labour Force Survey and the Claimant Count.  Briefly summarise the key differences between them.

14. What situation do you have to be in to be described as unemployed?

15. What is meant by the phrase ‘economically inactive’?

16. Look up/find a graph of at least the LFS measure of unemployment in the UK over (at least) the last 5 years.  How has it changed?  Use this information to make a basic judgement about current economic performance in the UK.
International Trade:
17. Briefly explain what the Balance of Payments is.

18. How is it used to judge the performance of the UK economy?
19. What are exports? Give examples.

20. What are imports?  Give examples.

21. What is meant by the term ‘deficit’?

22. What are the major exports of the UK?

23. Look up/find a graph of the Current Account of the BofP in the UK over (at least) the last 10 years. (You might want to look at imports and exports separately, that’s OK too.)  How has it changed?  
Introduction to Macroeconomics – follow-up Qs
Growth:
1. Why do you think GDP per capita is often used in comparisons between countries rather than GDP?  (Look at UK and Luxembourg to help with your explanation.)

2. We often use GDP as a key headline figure to see how the economy is performing – rising GDP is suggested to be good.  

a. Do you think this is true? 

b. Are there any problems associated with using GDP for this?

3. Use the information in your graph of UK GDP over the last 10 years to make a basic judgement about the current performance of the UK economy.  Explain your answer.

Inflation:
4. Does it matter which measure of inflation we use?

5. ‘Rising inflation’ is considered bad – why do you think this is?  What consequences will it have on economic agents such as firms and businesses? – (Hint: think about costs).
6. Is inflation really representative of all groups in the economy?  (Hint: look at the basket of goods and see how much of it applies to pensioners or single parent households, etc.)

7. Does inflation tell us the whole story? (What doesn’t it tell us?)

8. Use the information in your graph of UK inflation over the last 10 years to make a basic judgement about the current performance of the UK economy.  Explain your answer.

Unemployment:

9. Why do you think that economists tend to prefer the Labour Force Survey and Governments often prefer the Claimant count?

10. Which of these is the most important measure?  Justify your explanation.

11. Why might firms think of rising unemployment as a good thing?  (Hint: think of their wage bill…) Does this have a (positive) knock-on impact on any of the other economic indicators?  

12. Use the information in your graph of UK unemployment over the last 10 years to make a basic judgement about the current performance of the UK economy.  Explain your answer.

International Trade (Current Account of the Balance of Payments):

13. Does it matter that the UK runs a persistent BofP Current Account deficit (we spend more on imports than we make from exports)?  What do you think is good/bad about this?

14. Use the information in your graph of UK GDP over the last 10 years to make a basic judgement about the current performance of the UK economy.  Explain your answer.

