· Microeconomics:The study of how individual households and firms make decisions, interact with one another in markets.
· Macroeconomics: The study of the economy as a whole.
· GDP: the market value of all final goods & services produced within a country in a given period of time. Measures a country’s total income and expenditure
· Transfer payments:
· Consumption (C): s total spending by households on goods & services.
· Investment (I): is total spending on goods that will be used in the future to produce more goods. Example: machines.
· Inventories:(goods produced but not yet sold)
· Nominal GDP values output valued at current prices. It is not corrected for inflation.
· Real GDP values output valued at constant prices of a base year. Real GDP is corrected for inflation.
· The GDP deflator: is a measure of the overall level of prices.
· The inflation rate is the percentage change in the price level from the previous period. 
· The consumer price index (CPI) is a measure of the overall cost of the goods and services bought by a typical consumer. 
· A dollar amount is for inflation if it is automatically corrected for inflation by law o
· Compounding refers to the accumulation of a growth rate over a period of time. 
· Productivity: the average quantity of g&s produced per unit of labor input. 
· Productivity: refers to the amount of goods and services that a worker can produce from each hour of work.
· Factors of production: The inputs used to produce goods and services.
· The stock of equipment and structures used to produce g&s is called [physical] capital,
· Human capital (H): the knowledge and skills workers acquire through education, training, and experience
· Natural resources (N): the inputs into production that nature provides, e.g., land, mineral deposits
· Technological knowledge: society’s understanding of the best ways to produce g&s
· Diminishing returns: As the stock of capital rises, the extra output produced from an additional unit of capital falls.
· The catch-up effect: the property whereby poor countries tend to grow more rapidly than rich ones
· Property rights, the ability of people to exercise authority over the resources they own.
· Financial markets: institutions through which savers can directly provide funds to borrowers.
· A bond is a certificate of indebtedness that specifies obligations of the borrower to the holder of the bond.
· Stock represents a claim to partial ownership in a firm and is therefore, a claim to the profits that the firm makes.
· Equity financing: The sale of stock to raise money
· Financial intermediaries: institutions through which savers can indirectly provide funds to borrowers.
· Banks: Take deposits from those who save and use the deposits  to make loans to those who borrow. 
· A medium of exchanges is an item that people can easily use to engage in transactions. 
· A mutual fund is an institution that sells shares to the public and uses the proceeds to buy a portfolio, of various types of stocks, bonds, or both.
· National saving is the total income in the economy that remains after paying for consumption and government purchases.
· Private saving is the amount of income that households have left after paying their taxes and paying for their consumption.
· Public saving is the amount of tax revenue that the government has left after paying for it’s spending.
· Budget surplus: an excess of tax revenue over govt spending
· Budget deficit: a shortfall of tax revenue from govt spending
· Market for loanable funds: the market in which those who want to save supply funds and those who want to borrow to invest demand funds.
· Loanable funds refers to all income that people have chosen to save and lend out, rather than use for their own consumption.
· The interest rate • is the price of the loan • represents the amount that borrowers pay for loans
And the amount that lenders receive on there saving.
· Crowding out: the deficit borrowing crowds out private borrowers who are trying to finance investments.
· the labor force is the total number of workers, including both the employed and the unemployed.
· Discouraged searchers, people who would like to work but have given up looking for jobs after an unsuccessful search, don’t show up in unemployment statistics.
· Frictional unemployment: unemployment that results from the time that it takes to match workers with jobs. In other words, it takes time for workers to search for the jobs that are best suit their tastes and skills.
· Structural unemployment: unemployment that results because the number of  jobs available in some labor markets is insufficient to  provide a job for everyone who wants one. 
· job search • the process by which workers find appropriate jobs Given their tastes and skills.
· A union is a worker association that bargains with employers over wages and working conditions. 
· The process by which unions and firms agree on the terms of employment is called collective bargaining.
· Strike: refers to when the union organizes a withdrawal of labor from the firm. cant reach agreement.
· Efficiency wages are above-equilibrium wages paid by firms in order to increase worker productivity.
· Changes in the composition of demand among industries or regions are called sectoral shifts. 
· Barter: the exchange of one good or service for another.
· Double coincidence of wants – the unlikely occurrence that two people each have a good the other wants.
· Money : the set of assets that people regularly use to buy g&s from other people. 
· Money supply: the quantity of money available in the economy
· Central bank: an institution designed to regulate the money supply in the economy.
· Fractional reserve banking system: banks keep a fraction of deposits as reserves, and use the rest to make loans. 
· Money multiplier: the amount of money the banking system generates with each dollar of reserves
· The bank rate is the rate of interest central banks  charge commercial banks for loans 
· The overnight rate is the rate of interest on very short-  term loans between commercial banks .
· Hyperinflation is an extraordinarily high rate of inflation.
· The quantity theory of money is used to explain the long- run determinants of the price level and the inflation rate. 
· Classical dichotomy: the theoretical separation of nominal and real variables
· Relative price is the price of one good relative to (divided by)
· Monetary neutrality: the proposition that changes in the money supply do not affect real variable
· Velocity of money: the rate at which money changes hands
· Hyperinflation is generally defined as inflation exceeding 50% per month.
· The inflation fallacy: most people think inflation erodes real incomes.
· Shoeleather costs: the resources wasted when inflation encourages people to reduce their money holdings
· Menu costs: the costs of changing prices • printing new menus, mailing new catalogs, etc.
· Confusion & inconvenience: Inflation changes the yardstick we use to measure transactions.
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