EOCT Economics Review
measuring inflation ( Consumer Price Index

monetary policy ( Federal Reserve System

fiscal policy ( national government (Congress & President)

tariffs ( tax on imports; protect domestic industry

bonds ( debt tool; type of investment

life insurance ( pay upon death to others

compound interest ( earning interest on interest (better than simple interest)
business cycle ( ups and downs in the economy (peak, trough, expansion, recession)
price floor ( creates surplus; above equilibrium;  ex - minimum wage

price ceiling ( creates shortage; below equilibrium; ex - rent control

minimum wage ( creates (increases) unemployment (surplus of potential employees)
elastic demand ( small change in price; large change in quantity (curve is more flat)
dollar rises in value (appreciate) ( exports decrease (or imports increase); helps US consumers
free trade ( more efficient trade; cost of goods decrease; potential growth
regressive tax ( hurts lower income families (ex – excise tax on gasoline; lottery; sin taxes)
price takers ( perfect (pure) competition (same product being sold, producers must ‘take’ price)
increase in income taxes ( less disposal income (less in paychecks; more to gov’t)

equilibrium price ( supply & demand curve intersect (‘market clearing price’)
inflation ( increase in prices (some inflation is good for economy)
subsidy ( gov’t payment to an industry (protecting domestic jobs)
college degree ( increases earning potential over lifetime

factor market ( market for labor (bottom part of circular flow chart where businesses spend $)
product market ( market for products (top part of circular flow char where consumers spend $)
stagflation ( increase in unemployment & inflation

progressive tax ( income tax (marginal tax rate = more income; pay higher taxes)
gov’t monopolies ( protect consumers from prices become too high (ex – power companies)
measure of elasticity ( measure of a change in price (elastic or inelastic)
credit worthiness ( ability to pay back debt (higher credit scores = better credit worthiness)
production possibilities graph ( concept of opportunity cost (two items are being produced)
Federal Reserve (Fed) ( controls inflation (or money supply; monetary policy)
sales tax ( hurts lower income families more (they are paycheck to paycheck earners)
federal gov’t increases spending ( increase the economy (combat a recession); ex – New Deal
increase in productivity ( increase nation’s income (more efficient workers)
decision to be made if…(marginal benefits exceed or equal to marginal costs
opportunity cost ( what you give up when a decision has been made (decision you don’t make)

buying gov’t securities (bonds) ( boost or increase the economy

Gross Domestic Product ( overall health of the economy (C + I + G + NX)

insurance for property ( homeowner’s insurance

market economy ( factors of production are privately owned

increase spending ( lowering the discount rate (cheaper borrowing for banks)
sole proprietorship ( personal liability or unlimited liability
circular flow chart ( money circulates on the outside (shows interaction btw. business & households)
GDP ( measure aggregate (overall) supply and demand for a country

supply curve ( up and to the right

demand curve ( down and to the right

cyclical unemployment ( because of a recession or downturn in the economy
taxes rates & spending increasing & decreasing ( fiscal policy

consumers demand ( determines products that are made

efficient businesses ( allocate (distribute) resources wisely (ex – time, money, people, capital)
prices offer ( incentives to buy for consumers (buy more or buy less)
publically owned business ( corporation (buying & selling of stock)
frictional unemployment ( qualified for a job or between jobs

NAFTA ( promote free trade (US, Mexico, Canada)
increase in taxes ( cause left shift of supply curve

overall strength of the economy ( GDP

improving credit score ( paying credit balances on time

product differentiation ( monopolistic competition (same type product) ex – fast food & athletic shoes
Federal Reserve ‘tight’ money policy (slow down inflation (or the economy)

specialization ( different managers hired to different jobs

exchange rates ( affect imports & exports

national debt ( expenditures (expenses) exceed revenues

progressive tax ( impacts lower income families less; higher income families more

banks interest rates ( charge borrower (loans) more than on deposits (checking accounts) to make a profit

inelastic ( change in price does not significantly change demand (graph more straight up and down)

structural unemployment ( machines or technology replace humans

voluntary exchange ( both parties benefit from transaction (ex - purchasing online)

lower taxes ( stimulate the economy

parks ( public good (gov’t funded with tax money)
financial risk ( individual stocks have more risk than mutual funds and bonds
overall price levels ( aggregate supply & demand

sudden increase in demand (business may increase price
embargo ( no trade with a specific country

less tariffs ( free trade

sole proprietorship ( easiest to start

command economy ( government owns productive resources (gov’t run)
three economic questions ( what, how, & for whom

factors of production (land, labor, capital, & entrepreneurship

EU ( trading block of European countries (use one currency = euro)
higher interest rates (decrease spending (borrowing is now more expensive)

full employment ( 4% unemployment or less

higher wages ( incentive to apply for job or to work hard
reduce money supply ( Federal Reserve to slow down economy (tight money policy)
gov’t increase in expenditures (spending) ( due to high unemployment (spur economy along)
financial plan ( saving for retirement

15 year mortgage ( better way to pay your house off than a 30 year mortgage
total amount the government owes ( national debt

gov’t spending more in one year than revenues (taxes) collected ( national deficit

excise taxes ( ex – gasoline

increase taxes ( attempting to reduce budget deficit (more tax revenue for the gov’t)
CPI ( measures changes in price

mixed economy ( free market system with some gov’t involvement (ex – US & China)
Federal Reserve ‘easy’’ money policy ( increase growth (more money in supply)

comparative advantage ( producing at a lower opportunity cost or relatively more efficiently
high inflation ( reduces the value of money (prices going up too quickly)
capital investment ( new computer systems for a business or new warehouse

increase in price for an elastic product ( substitute will be bought instead

insurance ( transfers risk (pay small premiums per month so insurance pay large amount when needed)
long term savings at a very high risk ( individual stocks (too many ‘eggs in one basket’)
absolute advantage ( ability to produce more than another country

function of money ( medium of exchange (exchange of goods/services for money)
higher education ( investment in human capital

price increases but people keep buying ( inelastic product (ex – cancer medication)
profit motive ( incentive for entrepreneurs 
balance of payments ( rate at which a nation trades with other nations

balance of trade ( exports – imports (favorable or unfavorable balance)

 ‘Fed’ speeding up the economy (decrease discount rate & reserve requirement and buy bonds

deregulation of business ( increases competition (less gov’t involvement)
public goods ( gov’t provided (parks, schools, roads, welfare, unemployment pay)
equitable wealth ( command economy (no unequal distribution of wealth)
higher pay ( usually have a college degree

scarcity ( not having enough resources to meet all of our wants

safety regulations ( protect consumers

trade barriers ( increase prices & protect domestic industries

pure competition ( many sellers; identical products; producers are price takers
deficit ( greater expenditures (expenses) than revenues

law of supply ( prices increases: supply increases (direct relationship); businesses make more profit
oligopoly ( few sellers dominate industry (ex –soda industry; car industry; tire industry)
trade flourishes ( comparative advantages (countries specialize then trade)
profits for banks ( lending money (loans) to consumers 
freedom in the economy ( market economy

expansion in the economy ( more jobs available

capital account ( U.S. has a surplus (reinvesting in the U.S. from foreign nations)

current account ( U.S. has a deficit (import more than export)

deductible on insurance ( portion that the individual is responsible for when claim is filed

store of value ( function of money to be used at a later date (ex – savings account)
standard of value ( function of money used as the pricing of items (ex – price tag)
‘Fed’ slowing the economy ( increase discount rate & reserve requirement and sell bonds
quota (limits the number of imports
premiums on insurance ( monthly payments to have insurance

currency depreciates ( exports increase (reduces trade deficit); more countries buy American goods
high risk ( potential high return

sales tax ( hurts lower income families (regressive tax)
Medicare ( proportional tax

Individuals on fixed incomes ( hurt by inflation (less purchasing power as prices go up)
credit cards ( charge the highest interest rate (unsecured debt ( no collateral)

disability insurance ( supplemental income when unable to work 
graphs to know (supply / demand, business cycle, circular flow, Production Possibilities  Frontier (graph), aggregate supply/demand, elastic & inelastic graphs, price ceilings / prices floors
