TABLE OF CONTENTS

Unit 1

Unit 2

Unit 3

Basic Economic Concepts

Key Ideas 3
Activity 1-1.1
Activity 1-2.1
Activity 1-3.1
Activity 1-4.1
Activity 1-5.1
Activity 1-5.2
Activity 1-6.1
Activity 1-6.2
Activity 1-7.1
Activity 1-7.2
Activity 1-SA.1

Do You Think Like an Economist? 5

Scarcity and Opportunity Costs 6

Scarcity, Opportunity Cost, and Production Possibilities Curves 7
Determining Comparative Advantage 13
Demand Curves 20

Reasons for Changes in Demand 26

Supply Curves 28

Reasons for Changes in Supply 34

Equilibrium Price and Equilibrium Quantity 36
Shifts in Supply and Demand 40

Graphing Supply and Demand 43

Measuring Economic Performance

Key Ideas 49
Activity 2-1.1
Activity 2-2.1
Activity 2-2.2
Activity 2-3.1
Activity 2-3.2
Activity 2-4.1
Activity 2-4.2
Activity 2-5.1
Activity 2-5.2
Activity 2-6.1

Understanding the Circular Flow of the Macroeconomy 51
The Expenditures Approach to GDP 52

Three Approaches for Calculating GDP 54

Calculating Price Indices 56

Real versus Nominal Values 58

Anticipated versus Unanticipated Inflation 60

The Costs of Inflation 62

Measuring Unemployment 63

Classifying Types of Unemployment Solutions 64

The Business Cycle 65

National Income and Price Determination

Key Ideas 69
Activity 3-1.1
Activity 3-1.2
Activity 3-2.1
Activity 3-3.1
Activity 3-4.1
Activity 3-5.1
Activity 3-5.2
Activity 3-6.1
Activity 3-6.2
Activity 3-6.3
Activity 3-7.1
Activity 3-8.1
Activity 3-8.2

An Introduction to Aggregate Demand 70

Investment Demand 72

Spending in the Economy 73

Calculating Multipliers 75

Shifts in Short-Run Aggregate Supply 76

Short-Run Equilibrium Price Level and Output 77
Changes in Short-Run Aggregate Supply and Aggregate Demand 78
Long-Run Aggregate Supply 82

Actual versus Full-Employment Output 86

The Types of Inflation 88

The Tools of Fiscal Policy 90

Discretionary Fiscal Policy and Automatic Stabilizers 92
Automatic Stabilizers Effect on AD/AS 93

AP Macroeconomics Student Workbook © Council for Economic Education, New York, NY iii



TABLE OF CONTENTS

Unit 4

Unit 5

Unit 6

The Financial Sector

Key Ideas 97
Activity 4-1.1
Activity 4-2.1
Activity 4-3.1
Activity 4-3.2
Activity 4-4.1
Activity 4-5.1
Activity 4-6.1
Activity 4-7.1
Activity 4-8.1
Activity 4-8.2
Activity 4-8.3
Activity 4-8.4
Activity 4-8.5

Introduction to Financial Assets 99

The Time Value of Money 103

Understanding Money — Its Categories and Functions
105

104
Money Classifications and Calculations
Banks and the Creation of Money 107
The Money Market 110

The Loanable Funds Market 112

An Overview of the Federal Reserve System 116

Fed Actions and Their Effects 117

Market for Reserves: Limited System — Ample System 118
Contractionary Monetary Policy 119

Expansionary Monetary Policy 120

Reviewing the Federal Reserve and Monetary Policy 121

Long-Run Consequences of Stabilization Policies

Key ldeas 125

Activity 5-1.1  Monetary and Fiscal Policy Interactions 126

Activity 5-2.1 Money Growth and Inflation 129

Activity 5-3.1 Government Deficits and the National Debt 131

Activity 5-4.1 Crowding Out 133

Activity 5-5.1  Short-Run Phillips Curve 134

Activity 5-5.2  The Long-Run Phillips Curve and the Role of Expectations 138
Activity 5-6.1 Economic Growth 141

Activity 5-6.2  Measuring Economic Growth 143

Activity 5-7.1  Public Policy and Economic Growth 145

An Open Economy: International Trade and Finance

Key Ideas 151

Activity 6-1.1  Barriers to Trade 152

Activity 6-2.1 Balance of Payments Accounts 154

Activity 6-2.2  Calculating the Balance of Payments 155

Activity 6-2.3  Graphing Loanable Funds and the Current Account 156
Activity 6-3.1 Exchange Rates 157

Activity 6-4.1  Graphing the Foreign Exchange Market 159

Activity 6-5.1  Policies and Economic Conditions Affect Exchange Rates 161
Activity 6-6.1 Changes on the Foreign Exchange Market and Net Exports 166
Activity 6-7.1  Net Exports and Capital Flows 168

AP Macroeconomics Student Workbook © Council for Economic Education, New York, NY



