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Exercise 1

Introduction to Macroeconomics

4 macroeconomic agents 3 markets

- Households - Thegoods & services market

- Firms - The Iarbor market

- The government - The money Cfinanciว1) market

- The rest ofthe world

Sticky price istheprices that adjusts slowly to Ihe

equilibrium ,
so the market takes timetodear due to the

minimum wage pdicy , employment contract
,
and laborunion

.

1. Fictional unemployment iswhen people looking orswitchingjobs .

2. Structural unemployment is theresultfrom changes instructure

of economy ,
so people loss their jobs .

3. Cyclical unemployment iswhen thebusiness cydes Huctuate
.

4. Seasonal unemployment is when the seasons change , sopeoplewill get
their jobs onlythatseason .
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unemployed = เออ - 60 Nowecarit becauseweneedthepopulation .

= 40

unemployment rate = Unemployed 4 o 4อ

employed + unemployed
ะ

แ + -
้เอะอะ 40%



Discouraged - worker makes people thinkthat there aremany
peoplehavegot theirjobs and makes the unemployment ratefalls because

itsnot indudeincalculation thentheunemploymentratewill decrease

The employment rate in Europe wtincreasemorethan V5 because

thepaymakesunemployeddontwanttofindjobs.Inthiscase.itwill be frictional unemployment because

its 2 resultof the normal turnover .

Inflation isanincreascin theoverall price level Cgood andservices )
anditcanreduceonespurchasingpoweriftheirwagesare.fi xed
becavse they receive same incomesbutgoods areexpensive so they
canbvylessgood. Inflation isnt alwaysbad becavse duringinfbtion,
both wages and prices ofgood risetogether atthe sametime .

Ih myopinion , lenderisbelteroffwhenunanticipated deflation .

Forexample, if Iborrow เออ bahtfrommyfriend last week
,
this weekthe

vnanticipated deflation comesanddecreasethe money value
_

Iused loobahtto

bought 10 apples bst week , butthisweek ,
thelender canget 12 applesfrom เออ baht

.



Thecentralbank willcalculate theirreturn oninvestment

ornominalinterestratebyvsingtherealinterestrateplustheinfbtionrate.ltinflationratehigh ,
the nominalinterest ratewill increasetoo

.

i = r + Tl
→ i = norminal interest rate

→ r ะ real interest rate → 1T = infbtion rate

infhtion rate = ทอ0_ × เออ
i = r +1T

30 ะ r + 25

= 15°

[
12°

→
× 100

r ะ 30 - 25

= 25
r ะ 5 → real interestrate

is 5 %

Printing money ishecessary whentheeconomy andpopubtiongrow,
they needmoneyfortheirbusinessanditisntenoughcashforthem.lt
money isinadequate, thepurchasing powerwill increaseinthefuture

1. Menu cost is ว costfrom changing menus orpriceslistsfreqvently _

2. Shoe leather cost istheopportvnity cost ofholding cashishigh
whentheinterest ratesarehighwithanticipatedinflation .
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"

Recession
, Examplei คนละ ครึ่ง

"

project.it stimulatespeopletousemoney .

Expansion , Example ะ Thegovernment increase the taxto slowdownspending

Thequality andquantity offactors ofproductions ( Fop)



lts possible because ว per
- capita output whichis a

productivity increases .

The capital stock and laborforce

needed toproduced ovtputand this output can increaseby

adopt thequality andquantity .


