Introduction to Macroeconomics

I. Macroeconomics: What is it?

Definition:  Macroeconomics studies the economy as a whole -
general equilibrium. It studies the outcomes of the
interactions of all microeconomic agents.
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IT. Long-Standing Macroeconomic Issues

A. Long-Run Growth

Real GDP Per Capita in 2013 Dollars
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B. Standards of Living
Map of GDP Per Capita in 2013, PPP
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Source: IMF World Economic Outlook, October 2013



C. Business Cycles

Real GDP Deviations from Potential
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D. Inequality

Top income shares. United States. 1913-2012
sources: The World Top Incomes Database. hitp/ftopincomes. g-mond. parizschoolofeconomics.ew!
Piketty & Saez (2007)
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ITIT. Where we are now in the business cycle

A. Unemployment Rate

FREQ W‘/ — Civilian Unemployment Rate
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Source: US. Bureau of Labor Statistics
Shaded areas indicate US recessions - 2014 research.stlouisfed.org



B. GDP relative to potential

FREn o2 — Real Potential Gross Domestic Product

(Billions of Chained 2009 Dollars)
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C. Stock Prices

S&P 500, Adjusted for Inflation
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D. Median Household Income

FRED w — Real Median Household Income in the United States
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Source: US. Bureau of the Census
Shaded areas indicate US recessions - 2014 research.stlouisfed.org



E. Interest Rates

FRED@ A,\//:f — Effective Federal Funds Rate
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Source: Board of Governors of the Federal Reserve System (US)
Shaded areas indicate US recessions - 2014 research.stlouisfed.org



F. Government: U.S. Federal Debt as a % of GDP

FRED o0 — Federal Debt: Total Public Debt as Percent of Gross Domestic
: Product
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Source: Federal Reserve Bank of St. Louis, US. Office of Management and Budget
Shaded areas indicate US recessions - 2014 research.stlouisfed.org



Summary

We have made good progress on a
number of fronts since the Great
Recession, but haven't done so well
oh some other fronts.

Areas of worry include stagnation of
household incomes and high federal

debt.



