
• Microeconomics –  
study of individuals  
and the economy 

 

• Macroeconomics – study 
of large organizations  
and countries  
and the economy 

 

• Finance – study  
of investment and credit 

Economics 



Why does Macro matter? 

• Besides an A and a 5 … 

• All of our decisions determine  

the fate of the nation’s economy.  

– Can you afford to buy a new car?  

– Is now a good time to change jobs?  

– Should you take a risk in the stock market  

or keep your money safe in the bank? 

• Understanding macroeconomics helps you 

make better economic decisions! 

 



Gross Domestic Product 

• A measure of a country’s economy  

in a given time (usually a year or quarter) 



2007 Top 10 World Economies 

 



 



 



 



Agree: Stand up 

US economy  

is growing 

Disagree: Stay seated 



 



Agree: Stand up 

Mexico’s economy 

is bigger than 

Canada’s 

Disagree: Stay seated 



 



What is GDP? 

• GDP is the market value of all final goods 

and services produced within a nation  

in a given time period. 

– Must be final rather than intermediate. 

– Must be produced during the time period, 

regardless of when it is sold. 

– Must be produced within the nation’s borders. 

 



How do we calculate GDP? 

 



Parts of GDP 

• Write something new 

you bought last week 

 

• All consumer spending 

on new items within a 

country in a certain year, 

month or quarter 



• All investment within  

a country in a certain 

year, month or quarter 

 

 

• In other words: 

business spending 

money on capital goods 

Parts of GDP 



Parts of GDP 

• All government 

spending in  

a country in  

a certain year, 

month or quarter 

 

• Examples: 

education, military, 

roads, healthcare, 

etc 



 



Parts of GDP 
• All net exports from a 

country in a certain year, 

month or quarter 

 

• Exports = goods 

shipped to other 

countries 

• Imports = goods 

brought into a country 

from another country 

• USA? Mexico? 



Agree: Stand up 

USA imports more 

than it exports 

Disagree: Stay seated 



 



Net Exporters 

• A country or territory whose value of 

exported goods is higher than its value of 

imported goods over a given period of time. 

 

 

• A net exporter is the opposite of a net importer.  



Net Importers 

 



GDP Calculation 

Y = C + I + G + Xn  

 

where  

Y = GDP  

C = Consumer Spending  

I = Investment  

G = Government Spending  

Xn = Exports - Imports  

 



United States GDP 2003 

Y = C + I + G + Xn  

$$ in Billions 

Consumer Spending = $7605 

Investment = $1606 

Government Spending = $2017 

Exports = $1021 

Imports = $1508 

$7605 + 1606 + 2017 + (1021-1508) = $10,741 (2003) 



GDP 

• What economic activity did I leave out? 

 

 

• Ways GDP might be misleading? 



What GDP does not count 

• Nonmarket activities (home childcare  

or performing one’s own home repairs) 

• Underground economy (market activities 

that go unreported because they are illegal 

or because those involved want to avoid 

taxation) 

• Quality of life (what are we spending  

our money on?) 

 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

US consumers spend 5% more in 2013, 

than 2012 for the Winter Holidays. 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

US government passes $800 billion 

healthcare reform bill 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

US Students learn about the benefits  

of saving money 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

Bank business lending increases  

by 7% in 2013 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

Mexican citizens demand 15 % fewer  

US-made cars 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

The internet is created 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

Americans demand 50% more  

Mexican baked goods 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

NBA plays a in China, and afterwards 

Chinese demand US-made basketballs 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

US government cuts  

income tax rates by 2 % 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

 

World demand for American timber 

increases 



GDP = C + I + G + (X – M) 

Assuming everything else stays equal, what happens if… 

US military invades Iran 


