Economics 2
Topics Final Test
Peter Schmidt


very important

important

(Of course important but …) No questions about this in the 40 minutes test)
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	Content
	Comments

	Introduction into Economics

Principal objective: Maximizing Welfare

Mankiw: “10 Principles of Economics”
	Principles 1-4

Principles 5-7
Principles 8 - 10


Please recall: Some Review-Questions might be used in the test!
Sloman: Economics

(basis: 7th edition, your book might have other chapter titles)
MACRO-Economics     (Winter Term 2019/20 ( only 40 min Final test)
the test might contain MC questions
	Part E: Foundations of Macroeconomics
	

	14 The National Economy
	

	14.1 The scope of macroeconomics
	

	14.2 The circular flow of income
	Inner / outer flow; Withdrawals and injections; Concepts (abbreviations Y, C, I G, ….)

	14.3 Measuring national income and output

+ Appendix to chapter 14 
	GDP and its measurement, different concepts of national product and income. 

	14.4 Short-term economic growth and the business cycle
	Business cycle: Actual vs. potential growth, potential output …

	14.5 Long-term economic growth
	chapter of Sloman
(  Sustainability: A basic idea of the “dashboard” ("Monitoring economic performance, quality of life and sustainability" by the German Council of Economic Experts in association with the French Council of Economic Analysis)
= Three sections of the dashboard, be able to explain the idea(s) (you don’t have to know all indicators by heart) 
Basic idea of the approach of the Economy of the common good

(  Current situation and forecasts (Research Institutes, Council of Economic Experts), you don’t need to know the exact numbers but have an idea about the current situation. 


Climate Change and the economy

· Name three different impacts climate change has on the economy

· How can firms make their products more sustainable?

· Which important points have to be considered when it comes to CO2 pricing?

Economy for the Common Good

· How do companies get help during the process of filling out the ECG Matrix?

· Name three values that the ECG includes in the Matrix.

· What is the maximum score a company can reach in the ECG Matrix?

	15 Macroeconomic Issues and Analysis: an Overview
	

	15.1 Unemployment
	Types and measurement of unemployment

	15.2 Aggregate demand and supply and the level of prices
	

	15.3 Inflation
	How is inflation measured / by whom?
What is the current inflation target in Europe? What are current figures?

	15.4 The balance of payments and exchange rates
	Basic ideas: What is the BoP / it’s parts. 
What can be reasons for appreciation and depreciation of currencies?

	15.5 Postscript to Part E: The relationship between the four macroeconomic objectives
	Magic square

	Part F: Macroeconomics
	

	16 The Roots of Modern Macroeconomics
	

	16.1 Setting the scene: three key issues
	

	16.2 Classical macroeconomics
(16.3 in 8th edition)
	· Say’s law:
“every supply creates its own demand”

· quantity theory of money 

· (missing) classical response to the great depression

	16.3 The Keynesian revolution
(16.4 in 8th edition)
	· Importance of DEMAND

· Introduction to Multiplier Effect

	16.4 The monetarist–Keynesian debate
	

	16.5 The current position: an emerging consensus?
	Recommendation to read this brief subchapter

	17 
Short-run Macroeconomic Equilibrium
	

	17.1
Background to the theory
	

	17.2 
The determination of national income
	Multiplier Effect

· graphical analysis

· theoretical analysis: 

· Effect of an increase in injections

·  I    Y = ? 
understand that  G (and other injections) have the same effect

	17.3 The simple Keynesian analysis of unemployment and inflation
	Gap  economic policy

	17.4 The Keynesian analysis of the business cycle
	accelerator

	18 Money and Interest Rates
	

	18.1 The meaning and functions of money
	

	18.2 The financial system
	

	18.3 The supply of money
	ECB, Monetary Policy Instruments

Monetary aggregates, but not the money multiplier and the following concepts

	18.4 The demand for money
	in the Keynesian model (M = Lt + Ls)

	18.5 Equilibrium
	

	19 The Relationship between the Money and Goods Markets
	

	19.1 The effects of monetary changes on national income
	(basic definitions) 

	19.2 The monetary effects of changes in the goods market
	

	19.3 ISLM analysis
	Derivation of the LM and IS curve - simultaneous equilibrium on both: money- and capital (goods) market 
(without the derivation of AD curve)

	19.4 Taking inflation into account
	

	20 Fiscal and Monetary Policy
	Types of economics policies + institutions in charge of these, 
political <> technological approach

	20.1 Fiscal policy
	Definitions, Fiscal policy (and the business cycle) 

	20.2 Monetary policy
	Instruments in Europe: ECB: History, structure and Instruments

	20.3 ISLM analysis of fiscal and monetary policy
	What are the influences of fiscal policy (increasing G) or monetary policy (increasing M) on the ISML-model  income and interest rate

	20.4 Fiscal and monetary policy in the UK
	

	20.5 Rules versus discretion
	You should be aware of the basic difference (p 601, 603) but the rest of the subchapter

	21 Aggregate Supply, Unemployment and Inflation
	

	21.1 Aggregate supply
	

	21.2 The expectations-augmented Phillips curve
	Basic knowledge of the Phillips curve

	21.3 Inflation and unemployment: the new classical position
	

	21.4 Inflation and unemployment: the modern Keynesian position
	

	21.5 Postscript: common ground among economists?
	(not in the exam)

	22 Long-term Economic Growth
	

	22.1 Long-run economic growth in industrialised countries
	

	22.2 Economic growth without technological progress
	

	22.3 Economic growth with technological progress
	

	23 Supply-side Policies
	

	23.1 Supply-side policies and the macroeconomy
	

	23.2 Approaches to supply-side policy
	

	23.2 Market-orientated supply-side policies
	

	23.3 Interventionist supply-side policy
	

	Part G: The World Economy
	

	24. International Trade
	

	24.1 The advantages of trade
	Absolute vs. Comparative Advantages (history: Smith – Ricardo) (princ. 5: Trade can make everyone better off)

	24.2 Arguments for restricting trade
	You should be aware of the topics, but we didn’t discuss the theoretical models

	24.3 Preferential trading
	You should be aware of the topics, but we didn’t discuss the theoretical models

	24.4 The European Union
	(Historical background as presented in chapter 20)   also see 26.2

	25. The Balance of Payments and Exchange Rates
	Please review the BoP as described in chapter 15

	25.1 Alternative exchange rate regimes
	Difference between fixed and free-floating exchange rates (market mechanisms) and their advantages and disadvantages

	25.2 Fixed exchange rates
	- “ – (no theoretical details)

	25.3 Free-floating exchange rates
	- “ – (no theoretical details)

	25.4 Exchange rate systems in practice
	Main parts of the historical development, esp. Bretton Woods (historical facts, no theoretical details)

	26. Global and Regional Interdependence
	

	26.1 Globalisation and the problem of instability
	

	26.2 Concerted international action to stabilise exchange rates
	

	26.3 European economic and monetary union (EMU)
	(Historical background as presented in chapter 20)   also see 26.2

	26.4 Achieving greater currency stability
	

	27. Economic Problems of Developing Countries
	Know the concepts of PPP and HDI

	27.1 The problem of underdevelopment
	

	27.2 International trade and development
	

	27.3 Structural problems within developing countries
	

	27.4 The problem of debt
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