CHEAT
SHEETS

Key Macroeconomic Indicators

Gross Domestic Product (GDP)

Inflation Rate

Macroeconomic Trends Cheat Sheet

A concise reference covering key macroeconomic trends, indicators, and concepts essential for understanding economic analysis and forecasting.

Unemployment Rate

The total market value of all final
goods and services produced
within a country’s borders in a
specific time period.

Definition:

Significance: Primary indicator of a country’s
economic health; reflects overall

production and income.

Nominal GDP: Measured in
current prices.

« Real GDP: Adjusted for
inflation to reflect actual
output.

Types: .

Calculation:  GDP = Consumption +
Investment + Government

Spending + (Exports - Imports)

Trends: GDP growth trends indicate
economic expansion or
contraction. Sustained growth is

generally desired.

Doesn't account for income
inequality, environmental

Limitations:

impacts, or non-market activities.

Fiscal and Monetary Policy

Fiscal Policy
Definition: Government's use of
spending and taxation to
influence the economy.
Tools: » Government Spending:

Infrastructure,
education, defense.

« Taxation: Income tax,
corporate tax, sales tax.

Expansionary
Fiscal Policy:

Increased government
spending or tax cuts to
stimulate economic growth
during a recession.

Contractionary
Fiscal Policy:

Decreased government
spending or tax increases to
curb inflation or reduce
government debt.

Effects: Can impact aggregate
demand, employment, and

economic growth.

Limitations: Time lags, political
considerations, and the
potential for crowding out

private investment.
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Definition:

Measurement:

Types:

Effects:

Target Rate:

Deflation:

The rate at which the general
level of prices for goods and
services is rising, and
subsequently, purchasing power
is falling.

Typically measured by the
Consumer Price Index (CPI) or
the Producer Price Index (PPI).

» Demand-Pull Inflation:
Caused by increased
demand.

« Cost-Push Inflation: Caused
by increased production
costs.

Erodes purchasing power, can
distort investment decisions,
and may lead to economic
instability.

Many central banks target a low,
stable inflation rate (e.g., 2%) to
promote price stability.

A decrease in the general price
level, which can lead to
decreased spending and
economic stagnation.

Definition:

Calculation:

Types:

Natural Rate:

Significance:

Full
Employment:

The percentage of the labor
force that is unemployed but
actively seeking employment.

(Number of Unemployed / Labor
Force) x 100

o Frictional: Temporary
unemployment due to job
transitions.

« Structural: Mismatch
between skills and available
jobs.

» Cyclical: Unemployment
due to economic downturns.

The unemployment rate that
exists when the economy is at
full employment.

Indicates labor market health;
high unemployment can signal
economic weakness and social
distress.

An economic situation in which
all available labor resources are

being used in the most efficient
way possible.
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Monetary Policy

Interaction of Fiscal and Monetary Policies

Definition:

Tools:

Expansionary
Monetary Policy:

Contractionary

Monetary Policy:

Effects:

Limitations:

Central bank’s actions to
manage the money supply
and credit conditions to
influence economic activity.

* Interest Rates: Federal
Funds Rate, Discount
Rate.

* Reserve Requirements:
Fraction of deposits
banks must hold in
reserve.

« Open Market Operations:

Buying/selling
government bonds.

Lowering interest rates or
increasing the money supply
to stimulate borrowing and
investment.

Raising interest rates or
decreasing the money supply
to curb inflation.

Influences inflation,
employment, and economic
growth through changes in
interest rates and credit
availability.

Time lags, the zero lower
bound (interest rates cannot
go below zero), and the
effectiveness of quantitative
easing.

Global Economic Trends

Coordination:

Complementary

Policies:

Conflicting
Policies:

Debt

Management:

Policy Mix:

Global Factors:

Effective macroeconomic
management often requires
coordination between fiscal
and monetary policies.

Fiscal stimulus can be more
effective when accompanied
by accommodative monetary
policy (lower interest rates).

Expansionary fiscal policy
can be offset by
contractionary monetary
policy if the central bank is
concerned about inflation.

Fiscal policy affects
government debt levels,
which can influence
monetary policy decisions.

The appropriate policy mix
depends on the specific
economic conditions and
policy objectives.

International economic
conditions and policies can
also influence the
effectiveness of domestic
fiscal and monetary policies.

Globalization Technological Change Demographic Shifts
Definition: The increasing integration of Definition: The introduction of new Definition: Changes in the size, structure,
economies worldwide through technologies that transform and distribution of a population.
trade, investment, migration, productllon erJ(.:e‘sses and Aging Increasing proportion of older
and technology. economic activities. . . .
Population: individuals in many developed
Drivers: Technological advancements, Impact: Drives productivity growth, countries.
reduced trade barriers, and the creates new industries, and . . . .
o i o : Urbanization:  The increasing concentration of
growth of multinational disrupts existing business models. .
i population in urban areas.
corporations. Examples: Artificial intelligence, automation, . .
) . Migration: The movement of people from
Effects: Increased trade, economic biotechnology, and renewable .
th, and cultural exchange, ener one region or country to
Eriwl ' tential iob g€, 9y: another.
‘u aiso potentia J,O Challenges: Job displacement, the need for
displacement and income o . Effects: Impacts labor markets,
. . workforce retraining, and ethical .
inequality. . . healthcare systems, and social
considerations. .
. security programs.
Challenges: Trade imbalances, currency .
. Innovation Government support for research . R . -
fluctuations, and the spread of - : Policy Adjusting social policies,
. Policies: and development, education, and - . .
economic shocks across . Implications: infrastructure, and economic
. infrastructure to foster .
countries. L . strategies to accommodate
technological innovation. )
Regional Trad A ts like NAFTA demographic changes.
egional frade greements fike ! Future Continued advancements in Al,
Agreements: USMCA, and the EU promote .
Trends: robotics, and clean energy

Future Trends:
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trade and investment among
member countries.

Continued growth of emerging
markets and the rise of digital
trade and e-commerce.

technologies.
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Economic Cycles and Forecasting

Business Cycles

Economic Forecasting

Financial Markets and the Economy

Definition:

Phases:

Causes:

Indicators:

Recessions:

Government
Intervention:

Page 3 of 3

Fluctuations in economic
activity, characterized by periods
of expansion and contraction.

» Expansion: Economic
growth, rising employment,
and increasing inflation.

» Peak: The highest point of
economic activity.

» Contraction: Economic
decline, rising
unemployment, and
decreasing inflation.

» Trough: The lowest point of
economic activity.

Changes in aggregate demand,
supply shocks, and monetary

policy.

Leading, lagging, and coincident
indicators help track and predict
business cycles.

A significant decline in economic
activity spread across the
economy, lasting more than a
few months, normally visible in
real GDP, real income,
employment, industrial
production, and wholesale-retail
sales.

Fiscal and monetary policies are
used to moderate business cycle
fluctuations.

Definition:

Methods:

Challenges:

Uses:

Accuracy:

Scenario
Planning:

The process of predicting future
economic conditions using
various models and data.

« Econometric Models:
Statistical models based on
historical data.

e Leading Indicators: Variables
that tend to change before
the economy as a whole.

« Surveys: Surveys of
consumer and business
sentiment.

Data limitations, model
uncertainty, and unforeseen
events (e.g., pandemics, financial
crises).

Informing business decisions,
government policy, and
investment strategies.

Economic forecasts are
inherently uncertain and should
be interpreted with caution.

Developing multiple scenarios to
account for different possible
outcomes.

Relationship:

Interest
Rates:

Stock
Market:

Credit
Markets:

Financial
Crises:

Regulation:

Financial markets play a crucial
role in allocating capital and
influencing economic activity.

Changes in interest rates affect
borrowing costs, investment
decisions, and consumer
spending.

Stock prices reflect investor
expectations about future
economic growth and corporate
profits.

The availability of credit
influences business investment
and consumer spending.

Disruptions in financial markets
can lead to economic recessions
and financial instability.

Government regulation of
financial markets aims to
promote stability and prevent
excessive risk-taking.
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