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Stocks vs.

A stock is a
guantity measured
at a point in time.

“The U.S. capital stock

was $10 trillion on
January 1, 2012.7

A flow is a quantity measured per unit of time.
E.g., “U.S. investment was $2 trillion during 2012.”




Net exports (NX = EX - IM)

def: total exports to other countries (EX)
minus the value of total imports (IM)

U.S. Net Exports, 1960-2000
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GNP v. GPP
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Rank GDP per capita GNPper capita
1 Luxembourg Luxembourg

p) United States United States
3 Norway Norway

4 i Ieeland: Switzerland

5 " Switzerland Canada

6 Canada Denmark

7 Denmark United Kingdom
8 Netherlands Netherlands

9 Austria Belgium

10 Iceland Iceland

11 Australia Austria

12 United Kingdom Australia

13 Belgium Japan

14 France France

15 Sweden Sweden

16 Japan __ Finland
18 Germany Germany

19 Italy Italy

20 Spain Spain
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Practice problem

—

2012 2013
P Q P Q
good A | $1 10 $2 15

good B | $10 3 $15 4
= Compute nominal mov in 2012 and 2013

= Compute real GDP in each year using
2012 as the base year.




Answers to practice problem

= Nominal GDP multiply Ps & Qs from same year

2012: $1x 10 + $10x 3 = ﬁmj
2013: $2 x 15+ $15x 4 = $90

= Real GDP  multiply each year’s Qs by 2002 Ps
2012:. as above:
2013: $1 x 15+ $10x 4 =

= So in real terms, GDP did not rise as much as
it would seem from nominal terms.




(billions)

U.S. Nominal and Real GDP,

1960-2012
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CPT v. O®P o eF\oriu_r

D baskel oF  govds
CPT | fixed Paskel
defaty  changes -every year

The Sixed wel dsy Iy e CPl
Yend S Yo e e (PL ove st
WOflahen  , & <O

Suoehrution b\cg__J L Lxed Weignt
canndl yedlect  ccoasumners' a\)s\ﬁ'jy

{0 sbsiuie away Hrn
g dS whose prices have Tifen.

7_3 (’QD\‘S\?A\ gwdS
el L ndudes catll g
CPL . ony cCOSUNPION g S

3) 1mparted gaod
Aefaiy- *  excoded
ceT ! incuded




M€u S Urm‘ci__k_JY_\ € VY\()‘ %j m fnjL

— e\mp)ovpd ! WO(\CW\7 at « pdi dj(b

— Unamplayed.  hot emplay=d, boh
are loo\dhg dvy 4 Jdh
— % ldodr Sorce T o employed
Une mplay <d

h%)% m \Q\)C)( g:)k(;@.v h(){ -Qmp)()y{_—,dr
and  pot  lookn 9 quwu%;

P )

Uhe\mp) syment g te ! pex e iu ¢p
of Vdbar  Brce Aol 1
Une W\p\cej-fd \




(Ooservation)

Okun’s \_k% Okun’s Law states

=, that a one-percent
Percentage change decrease In
in real GDP unemployment is
- r associated with two
percentage points
of additional growth
) 7o in real GDP
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