Exercise 1 Nuttacha Tantivanich
1) The four macro economic agents 6204640400

1) Firm

2) Government

3) Household

) The rest of the world

Three markdtt in which the ogents interact

1)  Lobor marke+t

2  Money market

3)  Go0d and service morke+

) sriclt'y price Why sticky ¢
Ans  price odjurt cowly To the equilivrium.

3) Four mmin categories of unemployment With examples
AvS 9 Fichonal  unemployment
=3t is @ pormal turn Over in the labor market and is wed To
donate short-run matching problems.
ExampR : Finding new job with higher wage.
2) Structyra) urem ployma ni
- Itira s ot job dve changlr in to The strycture of economy
ond thus o a long-run proplem.
Example : Robofs have been replacing uns killed workers.
3) Cyclica] Unemployment
~Lis a loss of job dve to business eycles.
Example : 1In good time, demand sor kbor incremses.
+) Sewsoral  Une mployment
~I+is a loss of job dve +o ohomgmg Seapon .
Example ! Rice farmers are laid off during :ummer-c-



q_) Classify the following events into the categories of unemployment.
- Some friends just graduated from college and have been looking for jobs. F".‘VHOU\Q‘

- Christine lost her job as a biologist at a biotech-company when the whole industry
went into recession. C\]clieul

- Gerhard, who used to be a taxi driver, stopped looking for a job three months after
he lost his job. Not in \abovr

- Dirk used to work as a wooden-doll maker. Now all kids want plastic dolls, so he is
out of work. Q\, clical

- The hotel part-timers were laid off during low season. seasonal

- Aditi, a high-tech engineer, just decided to quit her job; she is being interviewed for
a better-paid job in a multinational company. Frictignal

- A man lost his job as a public reader as literacy has increased in his village. St WG*\"’G‘

5) Unemployment rate = unemployed : 49 : 0.4 or 40°/-
labor gorce 200
M we cannot, we need To #ind the PO ppu lation which are labor force
plug not in labor force pyt we 9n't have the infgrmation aboyl people who
are not in labor Force.

6) Discoumge-worner eefect it the action of peoplt who give vp finding Jobr,
S0 this people are not regard 05 unemployed.

1) I+ make vhemployment rmje of Evrope -Fun-becnuse Peeple  wovld get
lazy 10 #ind a joby S0 i not countin the labovr Poree.

8) Intlatioh is an increasg in over|l price lovel. Inflation increas® wogp
and prices of goodr. 5o it is noi necessarly reduce purchaging power. However,
it has negative esfective o pepple who have tixed income. It wil] redvce

his/ her purchasing power. Tpelation js ot bad for people  who dqon't  have Pirel wage:
His wage will jncrease as well as the price inereases.

9) Llender is better OFF becavse the pmount of debt is not increased From
deflation. For example, 1 borrow woney from my friend 100 bahd. when the
intlotion happened, I will get lower income and fuke long time 1o pay my debt.
my triend will gel more inferest rate than he shovld ge¥-

( petlation reduces my income)



10) The central bank  will Charge high'interest’ rate to handle with
intlation . (F)
Fisher equation : Nominal interes+ rate (i) = inflation (X) + rea) interost rate

1) CPL * 150-120 <100 & 25 - 30 :rt2S P r:s
1720
12) Bank produces more money becaus® o higher of demand of currahey o
50 intlation happens.

1?) What are theé two administrative costs of inflation? Explain.

D Meny coSt ¢ Ltis costs from changing menbs/price lists erequency

2) Shoe leather cost ' 1t is cost when the Oppertunity costs of holding
cash ovtside banks i high, S0 You may pay money to pind new lathey
shoe becayse you alwag go to the ba pk.

3 14. Draw a diagram of business cycles and the trend line. Label the four phases of
¢ . : .
business cycles. Answer the following questions.

- Which phase do you expect to see inflation?

- Which phase do you expect to see high unemployment?

- Which phase should the government use expansionary policy? Give example.
- Which phase should the government use contractionary policy? Give example.

- What factors determine the trend line?
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- ExpanNtion + peak

- Rocession + thougnt

- Recesyion + thovght : Economit is slow dqown, ¢o goverrment nepd

make economic befler by increds® Soyernment spending and redvee tur.

- Expan3Siomn + Pea R : Governmend shovld inecrease tox and reduce 90vers mest
spendivg to slow dow” g@co ngmig

- auanlity and quality of capita) and [akovy



1 51 15. An article states that capital stock and labor force are both increasing at an annual
rate of 7%. The same article also states that real output is growing by 11%. Explain
why this is possible.

becay®? one person can preduce mgre then gne gurput, Con pe ac*iw
by NOredsing produllion - €.9. New technology, New wethod



