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4 macroeconomics Agents
1. Household

2. Firms

3. The government
4. The rest of the world

3 Market

1. Goodd service Supply : Household
,
Firms

, The rest of the world
Demand : Household

,
Firms

, government, the rest of the world
2. Labour market supply : the rest of the world

Demand : Household
,
Firms

, government, the rest of the world

3. Market money Supply : Household
, The rest of the world

Demand : Household
,
Firms

, government, the rest of the world

sticky price - when a price adjust slowly to equilibrium
,so the market takes time to clear

.
The price may be

sticky because of
many reasons like labor contract

,government and the
cost of changing .

4 main categories of unemployment
Frictional unemployment - as a result of the normal turnover

in the labour market
. Because of theshort-run

job -skill matching problem . People
need a time to find the right jobs thatmatch there skill

.

Structural unemployment - is a result of change in the structureof the
economy . Because a mismatch of

skill between the
unemployed and available jobs

cyclical unemployment - is above frictional
, unemployment plus structural unemploymentdue to fluctuations in business cycle . Ina period of negativeeconomic growth or economic slowdown

, cyclical unemploymentwill tend to rise

seasonal Unemployment - is due to
changing seasons

For example ,
In

agriculture , builder etc
.

^

,



Frictional unemployment

Cyclical unemployment

Not considered in unemployment

structural unemployment
Seasonal Unemployment

Structural unemployment

structural unemployment

unemployment rate = labour force

population

•

•

• We cannot find labor force participation rate
because

we need to know the amount of population
.

Workers
quit and stop finding job

.

If they quilted
but still looking for jobs

, they are counted as unemployedso ,
the

unemployment rate will increase
, However , forthe workers that stop finding jobs , they are not counted

as unemployed
• They are not in the labor force so

,
. these people will not effect the unemployment rate

.



Paying higher unemployment benefits for longer
period of time will increase the unemploymetrate especially frictional unemployment rate
especially frictional unemployment because
the unemployed spend less time and effort
finding jobs and become more selective about
the jobs .

Inflation is an increase in overall price level
How it reduce purchasing power ⇒ during inflation

,
prices tend to rise together but if your incomeis fixed

, so.
your pure hashing power will fall

.Inflation also have benefits the borrower becausethe value of
money is decrease but they haveto

pay the lenders the same
.

Lender is better off because the value of money
at the time borrower borrowed is less than the
value of

money at time borrower have to givethe money back

Example A borrowed B
too $ ( before deflation

which 100$ can buy 3 apples
3. Month later B give roost back to A
which 100$ can buy dapples



Fisher Equation
I =rtT ; i= nominal interest rate

r= real interest rate

F- inflation rate

The central bank should increase interest rate becauseit will make the citizen want to keep their
money in the bank in order to gain more interest
and less people will

.

want to borrow
money from a bank

.So basic Ily there will be less money in the market and
more money in the market and more money in the bank .
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As a number of population is increased .

Gov
. have to print more money that tend to inflation

Inflation accumulate money supply ,

two administrative costs of inflation

① menu cost ; the cost Ho
• firm resulting from changing price

④ Shoes tethers cost ; the cost of the time and effort that populationtrying to
contract the effect of inflation opportunity cost of holdingcuh increased

peak /expansion

Trough /recession

Trough /Recession Example Decreasing interest rated taxation
Peak/expansion Example Increasing interest rate and taxation

Quality & Quantity of capital and labor

trend line

peak☒exp.nl?re?es.fon.trooyn
- It mean that the

quantity of labor force increase
skloh as better technology so this increases ofoutput rate


