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The Components of the Macroeconomy

Goods-and-Services Market

Firms supply goods and services. Households, the government, 

and firms demand goods and services.

Labor Market

Households supply labor and firms and the government demand

labor.
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The Circular Flow Diagram: Adding money markets  
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The Components of the Macroeconomy

Money Market

Households supply funds to earn interest income. Firms, the 

government, and the rest of the world demand funds for 

investment and purchases of goods and services.
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The Components of the Macroeconomy

Money Market

Government Securities (Treasury bonds, notes, and bills): 

Promissory notes issued by the federal government when it 

borrows money. 

Corporate Bonds: Promissory notes issued by corporations when 

they borrow money. 

Shares of Stock: Financial papers that give to the holder a share 

in the firm’s ownership and therefore the right to share in its 

profit.

Dividends: The portion of a firm’s profits that the firm pays out 

each period to its shareholders.  
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The Components of the Macroeconomy

Stabilization Policy

Fiscal Policy: Government policies of changing income 

taxes and public spending. 

Monetary Policy: The tools used by the Federal 

Reserve System to control the quantity of money, 

which in turn, affects interest rates. 
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• Economics, business, accounting, and many fields of studies often 

distinguish between stocks and flows. 

• These differ in their units of measurement. 

A stock variable  - measured at one specific time, and represents 

a quantity generate at a particular time . 

A flow variable - measured over an interval of time.  Therefore 

a flow would be measured per unit of time (for example, per 

minute, per month, per year). 

The Concept of Stock vs. Flow 
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Major concerns of macroeconomics are:

Output growth

Unemployment

Inflation 

Interest rate

Exchange rate

Govt’s budget balance
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1. Output Growth

Expansion: The period in which the economy 

moves from a trough to a peak: output growth 

and falling unemployment 

Recession: The period in which the economy 

moves from a peak to a trough: output 

decline and rising unemployment

Depression: A prolonged and deep recession.
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Major concerns of macroeconomics 
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• The National Bureau of Economic Research (NBER) is generally seen as the 

authority for dating US recessions. The NBER defines an economic recession as: "a 

significant decline in economic activity spread across the economy, lasting more 

than a few months, normally visible in real GDP, real income, employment, 

industrial production, and wholesale-retail sales.”

• In the UK recessions are generally defined as 2 successive quarters of negative 

growth. (or 6 months) 
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Recession

• A severe (GDP down by 10%) or prolonged (three or four years) recession is referred to as 

an economic depression, although some argue that their causes and cures can be different.

Depression

(2)  "What is the difference between a recession and a depression?" Saul Eslake, Nov 2008

Source : (1) Business Cycle Expansions and Contractions". National Bureau of Economic Research. Archived from the original on 12 

October 2007. http://web.archive.org/web/20071012231548/http://www.nber.org/cycles.html.
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The U.S Economy Since 1970

Aggregate Output (Real GDP), 1970 I–2007 IV

Aggregate output in the United States since 1970 has risen overall, but there 

have been four recessionary periods:  1974 I–1975 IV, 1980 II–1983 I, 1990 III–

1991 I, and 2001 I–2001 III.

Source: Principles of Macroeconomics by Case, Fair, and Oster (9th Edition)
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• Labor Force: People who are at the working age level, be able 
to work, and want to work.

• Unemployed labor: People who are in the labor force but 
cannot find job.

• Population = Labor force + Non-labor force

• Unemployment rate =  

 

2. Unemployment

Major concerns of macroeconomics 

100×

LaborForce

ntUnemployme



2002 2002 2002 2002 2003 2003 2003 2003 2004 2004 2004 2004 2005 2005 2005 2005 2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008 2009 2009 2009 2009 2010 p2010 p2010 p2010 p

1.Population (1.1 + 1.2) 1.Population (1.1 + 1.2) 1.Population (1.1 + 1.2) 1.Population (1.1 + 1.2) 63,46063,46063,46063,460 64,00664,00664,00664,006 65,08265,08265,08265,082 65,11065,11065,11065,110 65,28065,28065,28065,280 65,73965,73965,73965,739 66,32066,32066,32066,320 66,87966,87966,87966,879 67,27567,27567,27567,275

1.1.Age  Under 15 15,784 15,692 15,749 15,293 14,809 14,695 14,417 14,062 13,813

1.2.Age  15  Up 47,676 48,313 49,332 49,816 50,470 51,044 51,902 52,816 53,462

2.Labour  Force (2.1+2.2+2.3) 2.Labour  Force (2.1+2.2+2.3) 2.Labour  Force (2.1+2.2+2.3) 2.Labour  Force (2.1+2.2+2.3) 34,26134,26134,26134,261 34,90134,90134,90134,901 35,71735,71735,71735,717 36,13136,13136,13136,131 36,42936,42936,42936,429 36,94136,94136,94136,941 37,70037,70037,70037,700 38,42638,42638,42638,426 38,64338,64338,64338,643

2.1.Employment 33,060 33,841 34,728 35,257 35,685 36,249 37,016 37,706 38,037

2.2.Unemployed  Persons 822 754 739 662 551 508 521 572 402

(rate  of  unemployment)(rate  of  unemployment)(rate  of  unemployment)(rate  of  unemployment) 2.40%2.40%2.40%2.40% 2.16%2.16%2.16%2.16% 2.07%2.07%2.07%2.07% 1.83%1.83%1.83%1.83% 1.51%1.51%1.51%1.51% 1.38%1.38%1.38%1.38% 1.38%1.38%1.38%1.38% 1.49%1.49%1.49%1.49% 1.04%1.04%1.04%1.04%
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Major concerns of macroeconomics 
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Unemployment of Thailand

Source: www.nso.go.th
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US’s Unemployment Rate, 1970 I–2007 IV

The U.S. unemployment rate since 1970 shows wide variations. The four 

recessionary reference periods show increases in the unemployment 

rate.

Source: Principles of Macroeconomics by Case, Fair, and Oster (9th Edition)



17

PRINCIPLES OF MACROECONOMICS

Semester 2, 2011

** Exclude raw food and energy items from the consumer price index basket.

Major concerns of macroeconomics 

3. Consumer Price Index (CPI) and Inflation

92.00

94.00

96.00

98.00

100.00

102.00

104.00

106.00

108.00

110.00

112.00

114.00

2007 2008 2009 2010 2011 p

Headline CPI (2007 = 100)

Core CPI (2007 = 100)
**

Source: www.bot.or.th

CPI of Thailand 



18
100

0

01
×

−

CPI

CPICPI
Inflation rate = 

PRINCIPLES OF MACROECONOMICS

Semester 2, 2011

Major concerns of macroeconomics 

Inflation of Thailand
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Major concerns of macroeconomics 

Inflation Rate, 1970 I–2007 IV

Since 1970, inflation has been high in two periods: 1973 IV–1975 IV and 1979 

I–1981 IV. Inflation between 1983 and 1992 was moderate. Since 1992, it has 

been fairly low.

Source: Principles of Macroeconomics by Case, Fair, and Oster (9th Edition)
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5. Exchange rate
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Baht/US$

Source: www.bot.or.th



21

PRINCIPLES OF MACROECONOMICS

Semester 2, 2011

2006200620062006 2007200720072007 2008200820082008 2009200920092009 2010201020102010

USA : DOLLAR (USD) USA : DOLLAR (USD) USA : DOLLAR (USD) USA : DOLLAR (USD) 

BUYING SIGHT 37.74 34.35 33.14 34.10 31.49

BUYING T/T 37.83 34.45 33.24 34.20 31.59

SELLING 38.03 34.69 33.49 34.47 31.87

MID RATE 37.88 34.52 33.31 34.29 31.69

EURO ZONE : EURO EURO ZONE : EURO EURO ZONE : EURO EURO ZONE : EURO 

(EUR)(EUR)(EUR)(EUR)

BUYING SIGHT 47.24 46.91 48.56 47.32 41.66

BUYING T/T 47.35 47.04 48.70 47.45 41.78

SELLING 47.87 47.61 49.30 48.10 42.40

MID RATE 47.55 47.26 48.93 47.71 42.04
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2006200620062006 2007200720072007 2008200820082008 2009200920092009 2010201020102010

JAPAN : YEN (100 YEN) JAPAN : YEN (100 YEN) JAPAN : YEN (100 YEN) JAPAN : YEN (100 YEN) 

(JPY) (JPY) (JPY) (JPY) 

BUYING SIGHT 32.3286 29.0716 32.0276 36.3413 35.7035

BUYING T/T 32.4161 29.1574 32.1220 36.4436 35.8097

SELLING 32.8414 29.5940 32.6479 37.0895 36.5011

MID RATE 32.5850 29.3328 32.3378 36.7154 36.1162

CHINA : YUAN CHINA : YUAN CHINA : YUAN CHINA : YUAN 

RENMINBI (CNY)RENMINBI (CNY)RENMINBI (CNY)RENMINBI (CNY)

BUYING SIGHT 4.7157 4.5094 4.7677 4.9895 4.5950

BUYING T/T 4.7293 4.5225 4.7802 5.0023 4.6257

SELLING 4.7813 4.5696 4.8322 5.0586 4.7510

MID RATE 4.7485 4.5395 4.8000 5.0241 4.6772
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6. Interest rate (Prime rate) 
%

Source: www.bot.or.th
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2006 2007 2008 2009 2010 p

Interest rate (year end) 

Prime rate : Min 7.507.507.507.50 6.856.856.856.85 6.756.756.756.75 5.855.855.855.85 6.006.006.006.00

Prime rate : Max 8.008.008.008.00 7.137.137.137.13 7.007.007.007.00 6.256.256.256.25 6.386.386.386.38

Fixed deposits (1 yr.) : Min 4.004.004.004.00 2.252.252.252.25 1.751.751.751.75 0.650.650.650.65 1.101.101.101.10

Fixed deposits (1 yr.) : Max 5.005.005.005.00 2.382.382.382.38 2.002.002.002.00 1.001.001.001.00 1.501.501.501.50

Interest rate

Source: www.bot.or.th
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US’s Unemployment Rate, 1970 I–2007 IV

The U.S. unemployment rate since 1970 shows wide variations. The four 

recessionary reference periods show increases in the unemployment rate.
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https://www.exness.com/intl/th/tools/calendar
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