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Gross Domestic Product
Way to measure economy
  The market value of everything produced that is a final good or service
these goods and services have to be produced in the country
in a given time period (Canada does Quarterly and Annually)

Circular Flow Diagram
Expenditures = everything we produce
Consumption Expenditure  C
Investment (firm)  I
Government Expenditure  G
Exports  E
Imports  I
Every cent of expenditure goes into firms - firms put money back into the outcome in the form of income
Total Expenditure = Total income
Consumption Expenditure makes up MOST  of the GDP

Y = C + I + G + NX  (expenditure approach)

Account for depreciation and subsidies  you get the (income approach)

Nominal GDP is the value of goods and services produced in a given year when valued at the prices in that year

Real GDP  is the value of goods and services produced in a given year when valued at the prices of the base year
Two ways to calculate 
1 way --? Base year method 
2010
	
	Units
	Prices

	Food
	100
	2

	Fun
	50
	6



2011
	
	Units
	Prices

	Food
	75
	5

	Fun
	65
	10



Base year is 2010… find nominal GDP in 2010
(100x$2) + (50x$6) = $500
Nominal GDP in 2011
(75x$5) + (65 x 10) = $1 025

Base Year Method for the real GDP in 2010
(100x$2) + (50x$6) = $500
Base year method for real GDP in 2011
(75x$2) + (65x$6) = 540

*responsible to be able to find GDP the real way

“Chain” Base year is 2010
Q2010 @ P2010  (100 x $2) + (50 x $6) = $500

Q2011 @ P2010
(75 x $2) + (65 x $6) - $540

percentage increase (difference / initial #) economy grew 8%

Q2010 @ P2011
(100 x $5) + (50 x $10) = $1 000
(75 x $5) + (65x $10) - $1 025
percentage increase 2.5%

8%/2.5% = 5.25%  ! 
$500(real GDP 2010) x 1.0525 = $526.25 
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we determine if the economy is in expansion or recession based on real GDP
when real GDP goes down Recession


Recession GDP decreasing in two consecutive quarters
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