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sExamples: Rent, Interest,
«  wages and profit.

| Factor Income |

Class : 12th Economics (Macroeconomics)
Chapter-1: Introduction to Macroeconomics

\l
J

Examples: Old Age
Pension, Scholarship,
Unemployment
allowance.

Examples: Distance,
Amount of Money,
Money Supply, Water in
Tank, etc,

| Transfer Income |

| Stock J

e

Examples: Speed,
Spending of Money,
Water in River, Exports,
Imports, etc.

( Flow }

Economic
territory or
Domestic
Territory

4

{

Basic Concept

Normal Resident/

Resident

. (a) Producer sector engaged in the
production of goods and services.

- (b) Household sector engaged in the

consumption of goods and services.
. Note: Households are taken as the owners

- of factors of production.

(c) The government sector engaged In
. activities like taxation and subsidies
- (d) Rest of the world sector engaged in

« exports and imports,

....................

Production Phase

« It deals with the production of

Goods
Citizenship/
Nationalship
v
Intermediate
Goods
Structure of
macro economy
( )
Phases Of Circular
Flow J
’i
;/ \
Distribution Phase : :

* goods and services by the “in the

! producer sector.

+ * If we study it in term of the
quantity of goods and services
produced, it is a Real Flow. But, it *
is a Money flow, if we study itin T "eesss

» profit and wages, paid by
: producer sector to the

« household sector. It is a

* Money Flow.

« terms of the market value of the

» goods produced.

....................

» It means the flow of income +

form of rent, interest, *

+ Disposition means expenditure

: made, This phase deals with

. expenditure on the purchase of

« goods and services by households

* Macroeconomics is the &
branch of economics
that deals with the
structure, performance,
behavior, and decision-
making of the whole, or
aggregate, economy.

| Meaning |

Introduction to
Macroeconomics

Circular flow of
income

:Types of Circular flow:

«(a) Real/Product/Physical Flow
E(b) Money/Monetary/Nominal
+Flow

Disposition Phase:

and other sectors.
* This is a Money Flow from other

. sectors to the producer sector, These

+ phases are illustrated in the figure

given here.

...............................
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Class : 12th Economics (Macroeconomics)
\ Chapter-2: National Income Accounting

’ .
. Gross Investment .
* The part of final output that comprises of
. capital goods constitute gross investment.

g. | &
~Depreciations*] =

. Intermediate Goods >

Purchased during the year by one
production unit from another

+ production unit or resold during the

+ same year e.g., semi-finished goods.

.Dl.l.lOI....QI.II.'.'II.......
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:.onoot----uoonlno-ocoo.: - Final Goods .
* Goods & Services produced e * Z‘:’;ﬁfigﬂ?’;"ig‘:\’?se e
* within domestic territory = . e
Pesssnsnsnsnsnnnnnnnnnnd . car, washing machine, etc. /

. Stock and Flows
Flows are defined over a period
of time, for example, annual
profit while stocks are defined at
a particular point of time,

SRR RRRRRRES
Fasnnnnnnnnnr*

P R

Depreciation
The reduction in the
value of capital goods is «
called depreciation. :

I I I

5 Real & Nominal GDP & - """"Capital Goods - Consumption Goods  :
* When inflation is considered - :Goods used in production of: \ Purchased for satisfaction :
«  while calculating GDP is : . othcr goods, e.g., Machine, g of wants, e.g., refrigerator .
+ calledreal GOPandwhen e ©  Raw Material etc. : television set, breat etc. *
: 'nﬂat‘on‘snotcons‘der@d E A L L PPPITIIVITISTRISRY TN
+  while calculating GDP is  » [ Basic Concept ]
« termed is nominal GDP. @2
%I.Il...l..-l.....I......

Aggregates related to National

Income

SRR RANARARAN RN ARRRANR R EAR AR AR “cc:ﬂu"t!m“;

AL R R L R R R R R N
0
Z
-
]

GDPy= GNP ~NFIA
GDPy. _ NDPg+Depreciation

Households

A Factor Cost

GNP‘(’ NN'PK+ D('Pft’daﬁ()n
NNP;= NDP,.+ NFIA

NDP;= NDP,,~ Indirect
Taxes +Subsidies

s sss NS RR R R TR,

Circular flow of Income

nd, Capital &
2 Rent, lntemjn;,n‘
e ctor paymenjs ' Olits

—— Financial Market ——

Business Firms

adding the savings
to the indust
Sonsumpion Expendi™

2% of Goods & S¢

‘GDP & Welfare

GDP is regarded as the Index of Welfare as:-
+* Economic welfare increases with the Expansion in GDP

+* As the GDP expands, per capital income of the persons also increases.
*« Expansion of GDP enhances the infrastructure of the Country

.
il
.

-t * Expenditure + Subsidies ~Tax = Gross

Calculating

- Income Method .
«Gross Domestic Income + Net lncome:
from Overseas = Gross National @
= Income - Depreciation = Net National
: Income H

'--.-.o.n..n‘....l'...l.n.ll...’

. Product Method B
+  Gross Domestic Product + Net E
E Income from Overseas = Gross  *
*National Product - Depreciation = Netg
- National Product H
'Il....l.l........-'...'..I.I.’

AR AR A AR R R R R R R R R R RRRRRJ
Expenditure Method
Gross Domestic Expenditure + Net
Income from Overseas and Exports -
Imports = Gross National

‘ National Expenditure - Depreciation
= Net National Expenditure
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%..’..
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» Money Creation By Commercial Banking System :

( Class : 12th Economics (Macroeconomics) \
\ Chapter-3 : Money & Banking /

Function
e Issues currency on behalf of the Indian government. 5
*s Banker's Bank. :
«» Government's Banker.
«* Controls the credit.

----------------------------------------------------

- Credit Control by Central Bank

- * Bank rate.

: * Repo rate,

: » Reverse Repo rate.

: » Open market operations,
. * Cash reserve ratio,

"% « Statutory liquidity ratio.
- // * » Margin requirements

:Functions of Money

+* Medium of exchange,

*+ Value measurement,

** Acts as a store of value

=+ Standard of Deferred Payments.

-
R NN NN NN NN NN NN RN E RN RN

Credit Created by Commercial banks

1
= — x . »
RR Cash Reserves

where, RR=Reserve Requirements

Money &
Banking

[Supply of Money]

[ Narrow Money]

[Broad of Money]

PR N

*Currency held by public+ demand depositss<+—
- with commercial banks. »

PR L R N
-

.
——+ M1 4 net time deposits with commercial

P N

M1 + savings deposits with post office  s<—
savings banks -

TS

—u:MS + total deposits with post office savings:
- rganisations. -

---o---.oo-o- esnssnsnnssssnnnunnd
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Class : 12th Economics (Macroeconomics)
Chapter-4 : Income Determination

\

\ 4
: Short Run Equilibrium : Marginal Propensity to Consume :
$ . R > « Ratio of change in consumption to &
Y Point of Equilibrium ' —: change in income. Symbolically, 3
S AS=y=(C+5) . AC .
: ¢ / : : MPC = ——- :
: £ S>1 : . AY :
- AD=(C+]) : RSN A T SNARASA R ASR AR ANAS
g S<I Average Propensity to Consume :
ol 2% » = Ratio of total consumption to total ;
: B ) : : income. Symbolically, APC = C/Y *
: Olncome/Employment : [ Eropensity to J
- S—— Consume
I o |ncome
A AR L B L L AR L AR R AL R AR R AR LR R LR R L RELT] T —
: Full Employment : 7 \ Determination
The employment is a situation in 2
+ Wwhich all available resources are = , :
: being used in most economic ways - Problematic Situations their & :

Measures

.

— e
Excess |
Demand/l

-~

Involuntary Unemployment
Involuntary unemployment occurs when
a person is willing to work at the
prevailing wage but is unemployed.

:* Rise in prices,
*» Rise in inflation,
-+ Deficit currency value. :

-

I T T T Tt

Meaning
- Itrefers to a situation in which
. aggregate demand is an excess of -
- aggregate supply corresponding to .
full employment level.

.....................................

| Propensity to save |

Average Propensity to save
Ratio of total savings to total +__|
income. Symbolically, APS = S/Y &

NS ES NSNS NE NN NSORETa
P L L L L

. Marginal Propensity to Save :

: Ratio of change in savingsto  * : Inve_stment Mult.ip!ier . Fﬁatﬂ\.‘
: change in income. Symbolically : * Ratio of change in income Demand |
: MPS = AS/AY : ‘to change in investment.
Aggregate Demand :‘ K= Al

com ONENES = s | eesssssssssssussunonnnn N

. Con‘;umption - () . Meaning : gProblems

« Investment — () It refers to a situation : :* Involuntary

» Government spending — (G) where aggregate Eune‘mployment,

* Net exports — (X - M) demand is deficit of i Price falls, N

OAD.=C+1+G +(X-M aggregatesupply. © it Lock outofindustries.

‘Measures
Meaning . Change in government saving,

Total planned expenditure on goods
and services in a n economy during a
period of time.

-» Change in availability of credit,
-+ Change in quantitative investments like bank rate, SLR,
:» Change in government policies.

.........................................................
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¢/ Class : 12th Economics (Macroeconomics)
\ Chapter-5 : The Government Budget: Function And Scope J

\.

Meaning

PR L L ) : caku'atlon FAL R L L L AL L L]

government's proposed
revenues and spending for

a financial year. Components

["Revenue Account ]<—/A—‘I Capital Account)

:Capital Receipt

«* Borrowings,

‘s Recovery of loans,

“» Other receipts, e.g., proceeds
«from disinvestment etc.

:and wealth.
« * Economic stability.
Management of public enterprises.

s . .
e Calculation » ®  Fiscal deficit is the E : Gross fiscal deficit = 5 . Calculation -
. Revenuedeficit=Revenue (<~ T gifference between 3 + Total expenditure - 3 _.: Gross primary deficit = Gross §
jopendiure RevenveReceipts |} governmenrstotal : jlrevenuereceipis+? [ 3 fiscaldefict-netinterest 3
WANRARRARRARRARARERANREANN, : cxpcnd'(urcandits E : nondebtcreal‘ng : :-‘-......Ii.a'b‘“-it:e.s.‘....-....:
: Meaning b * total receipt excluding * = capital receipts] =
: Therwenuedeﬂ(itrefersto : E bOrfOWingS. : : E PR L R ]
+ the excess of government's el = E . . Meaning :
E revenue expend“ureover : :.l.l....ll'....l..l: :I I..lI.l..-l'll: '_’:T:efgoal Ofn;easurlng pr‘mary:
: revenue receipts. : : de icit is to focus on present »
'..l...l.'ll.'l'.l..lll.': :.....'ﬁ.s.cel.lm?a.l.apse.......:
[Revenue Deficit) (Primary cit
%‘
Measures of Government
Deficit
The Government
Budget: Function
And Scope

IR R R R R R R R R R R R R R NEREREN] '.lllll..lIIllI.lllll.lll..lllllllll.
Meaning Government : Objectlvef :
A government budget is a [ Budget ] o5 Reallo'catu')n of reff:urfe?. -
government document * » Reducing inequalities in income
presenting the
;

-Revenue Expenditure
* Administrative expenses,
» Social welfare expenses, etc.

S

Asennunny
FETER TR R TRE R TR

 Tax Revenue, ‘Capital Expenditure .
» Non-tax Revenue e.g., free fines, etc.. = Expenditure on purchase of shares.
bttt e E-Expenditureofbuildinginfrastructure, etc. .
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/ Class : 12th Economics (Macroeconomics) \
‘\ Chapter-6 : Open Economy Macroeconomics /I

SESSENSsRNEsNsEENsERRsEENEsRRERRRRsREn LR R

Balance of Payment Deficits ‘Determination of Exchange Rate in Free Market:

It is a situation in which import of goods, :  In afree market, the exchange rate between :
services, investment, income and scurrencies is determined by demand and supply of:
transfers exceed the exports of goods, the market. .
services, investment, income and .

transfers.

/

.
.
.
-
.
-

LR R R R R R R
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Fixed Exchange Rate
Itis the type of exchange rate
where a currency's value is
determined by the government
against the value of another single
currency or to a basket of other
currencies or to another measure
of value such as, gold.

Open Economy
Macroeconomics
(Balance of
Payment)

e ssss N s N RN E R,

Flexible Exchange Rate
It isatype of exchange rate which is
determined by the market that can
rapidly change due to supply and
demand and are not pegged nor
controlled by central banks.

Foreign
Exchange

Rate

AR ARENEAREARRRR RN,
R R R R

Balance of Payment
Account

Foreign Exchange Rate
Managed floating is a mixture of a
flexible exchange rate system and

a fixed rate system. Under this
system, central banks intervene to
buy and sale foreign currencies in
an attempt to moderate exchange

rate movements whenever they
feel that such actions are
appropriate.

Meaning
The balance of payment
account records the
transactions i n goods, services
and assets between residents
of a countr y with the rest of
the world for a specified time
period typically one year.

Balance of Payment
Account

oo

Current Account
Current account generally
includes visible goods,
invisible goods and
unilateral transfers.

.

Capital Account
It includes those entries which
cause a change in the assets or
liabilities of the residents of a
country or its government.
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R
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