MACROECONOMICS REVIEW:
Macroeconomics:  looks at the economy as a whole.
– Economy-wide phenomena, including inflation, unemployment, and economic growth
Gross Domestic Product:
• GDP is the market value of all final goods and services produced within a country in a given period of time (loosely speaking, it is how much a country is producing).
-GDP measures both income and expidenture
• Statistics Canada releases data on national and provincial GDP every three months.
• “GDP is the Market Value . . .”
– Output is valued at market prices.
• “. . . Of All Final . . .”
– It records only the value of final goods, not intermediate goods (the value is counted only once).
• “. . . Goods and Services . . . “
– It includes both tangible goods (food, clothing, cars) and intangible services (haircuts, housecleaning, doctor visits).
• “. . . Produced . . .”
– It includes goods and services currently produced, not transactions involving goods produced in the past.
• “ . . . Within a Country . . .”
– It measures the value of production within the geographic confines of a country.
• “. . . In a Given Period of Time.”
– It measures the value of production that takes place within a specific interval of time, usually a year or a quarter (three months).
Components of GDP:
• GDP includes all items produced in the economy and sold legally in markets.
• What Is Not Counted in GDP?
– GDP excludes most items that are produced and consumed at home and that never enter the marketplace (for example, taking care of kids, cleaning the house, cutting the grass).
– It excludes items produced and sold illicitly, such as illegal drugs.
• GDP (Y) is the sum of the following:   Y=C+I+G+NX
– Consumption (C) (Household spending on goods and services..excludes home purchasing)
– Investment (I) (spending on capital equipment, inventories, and structures, including new housing.)
– Government Purchases (G) (The spending on goods and services by local, state, and federal governments.)
– Net Exports (NX) (exports-imports)
If GDP rises from one year to the next, one of two things must be true
· The economy is producing more goods and services
· Goods and services are being sold at higher prices
• Nominal GDP values the production of goods and services at current prices.
• Real GDP values the production of goods and services at constant prices (that is, it ignores price increases).
· Real GDP is really the accurate measure of how much a country produced and of its standard of living.
· An accurate view of the economy’s performance (that is, how much is being produced) therefore requires adjusting nominal GDP to take into account price increases.
• This is done by using the GDP deflator.
• Correcting nominal GDP for changes in prices using the GDP deflator yields real GDP.
• The GDP deflator is a measure of the price level.
• It tells us the rise in nominal GDP that is attributable to a rise in prices rather than a rise in the quantities produced. It is calculated as

• Note that given nominal GDP and the GDPdeflator, one can calculate real GDP as
