
the four macroeconomic agent consist of Household
,
Firms

,

The government
and the rest of the world / They interact in the three market : The goods and service market

The labor market and the money market .

sticky price adjusts slowly to the equilibrium .

sticky price due to minimum wage policy , employment contract and labor union
.

1.) Frictional Unemployment * unemployment when people looking / switching for a gob .

2.) Structural Unemployment : changes in a structure of the economy
- technological change

3.) Cyclical Unemployment : due to fluctuations in business cycles f- geographical change
a.) Seasonal Unemployment : due to changing seasons - change in demand for labor skill
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unemployment rate = unemploymented we can't find the labor force

employed + unemploymented participation rate b/c we don't know

= 40 total population .

100

= 0.4

Discouraged - worker effect is people who want to work but cannot find gobs
become discouraged and stop looking for work .

These people are not classified as unemployed and not included in calculation of the unemployment rate

,
so the unemployment rate fall .

that can mislead people think more people have got their yobs

Unemployment rate in Europe will increase .

Frictional unemployment is most directly affected
.

Inflation is an increase in the overall price level

Inflation raises both wage and price of good ,
so inflation doesn't reduces purchasing power .

But if our wage are fixed due to employment contracts ,
then inflation will recluse our purchasing power .

In case where inflation may not bad is when your wage increase

lender is better than borrower in deflation
.

Example you borrow 100 B from your friend in 2020 and return noo B in 2021
.

Assume that roo baht can buy 4 fried chicken in 2020
.
Then

,

there is unanticipated deflation

and 100 baht can buy s fried chicken in 2021
.

Now your friend are better off .



When inflation is anticipated ,
the central bank will increase interest rate

.

inflation rate = 150 - 120 ✗ too % real interest rate = I - 17
120

= 30% - 25 %

= 25 % = 5 % #

Increasing money supply is necessary but it often cause inflation
.

Economy and its population grow will need money for their transactions and the Govt

want us to use money as the mean of exchange ,
so inflation is necessary

menu cost : cost from changing menus and price lists frequently
shoe leather cost : when interest rates are high ,

the opportunity cost of holding cash outside banks is high .
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capital stock and labor force are both increase that make higher productivity ,
so the real output is growing .


