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Topic Pages
1 Basic Economic Concepts (8-12%)
1 1 Scarcity, Choice and Opportunity Cost
1 1 1 Scarcity and choice 3-4
1 1 2 Opportunity costs 9-10, 12, 90
1 2 Production Possibilities Curve
1 2 1 Production possibilities model 11-18, 303-306
1 3 Comparative Advantage, Absolute Advantage, 

Specialization and Exchange
1 3 1 Graphical analysis 677-681
1 3 2 Specialization and comparative advantage 89-92, 99
1 4 Demand, Supply and Market Equilibrium
1 4 1 Demand 46-49
1 4 2 Supply 51-53
1 4 3 Market equilibrium 55
1 5 Macroeconomic Issues: Business Cycle, 

Unemployment, Inflation, Growth
1 5 1 Business cycle 127-128
1 5 2 Unemployment 129-131
1 5 3 Inflation 134, 141
1 5 4 Growth competitiveness index 314
2 Measurement of Economic Performance (12-

16%)
2 1 National Income Accounts
2 1 1 Circular flow 38-41
2 1 2 Gross domestic product 106
2 1 3 Components of GDP 108, 114-116, 201
2 1 4 Real vs. nominal GDP 116-118
2 2 Inflation Measurement and Adjustment
2 2 1 Price indices 116-118
2 2 2 Nominal and real values 117-118
2 2 3 Costs of inflation 134-135, 136-137, 139-140
2 3 Unemployment
2 3 1 Definition and measurement 130-131
2 3 2 Types of unemployment (frictional, structural, cyclical) 130-131
2 3 3 Natural rate of unemployment 130-131
3 National Income and Price Determination (10-

15%)
3 1 Aggregate Demand
3 1 1 Determinants of aggregate demand 188-191, 198-199
3 1 2 Multiplier and crowding-out effects 158-160, 186-197
3 2 Aggregate Supply
3 2 1 Short-run and long-run analyses 192-193, 286-287
3 2 2 Sticky vs. flexible wages and prices 194-195
3 2 3 Determinants of aggregate supply 193-196, 198
3 3 Macroeconomic Equilibrium
3 3 1 Real output and price level 196
3 3 2 Short and long run 190, 192
3 3 3 Actual vs. full-employment output 177, 192, 193
3 3 4 Economic fluctuations 196-202, 205-206
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Topic Pages
4 Financial Sector (15-20%)
4 1 Money, Banking and Financial Markets
4 1 1 Definition of financial assets: money, stocks and bonds 32-33, 229-235
4 1 2 Time value of money (present and future value) 530-531 & internet Ch 14W, Financial 

Economics
4 1 3 Measures of money supply 229-231, 252-253, 264
4 1 4 Banks and creation of money 244-254, 321-322
4 1 5 Money demand 259-261, 272
4 1 6 Money market 231-234, 272
4 1 7 Loanable funds market 530-532
4 2 Central Bank and Control of the Money Supply
4 2 1 Tools of central bank policy 136, 262, 263-267
4 2 2 Quantity theory of money 323-325
4 2 3 Quantity theory of money 323-325
4 2 4 Real vs. nominal interest rates 139
5 Inflation, Unemployment and Stabilization 

Policies (20-30%)
5 1 Fiscal and Monetary Policies 209-227, 258-277
5 1 1 Demand-side effects 210-211, 233, 275
5 1 2 Supply-side effects 296-299
5 1 3 Policy mix 106, 289-290, 330-332
5 1 4 Government deficits and debt 8-9, 218-219
5 2 Inflation and Unemployment
5 2 1 Types of inflation
5 2 1 1 Demand-pull inflation 136
5 2 1 2 Cost-push inflation 136
5 2 2 The Phillips curve: short vs. long run 294-295
5 2 3 The role of expectations 291-293
6 Economic Growth and Productivity (5-10%)
6 1 Investment in Human Capital 309
6 2 Investment in Physical Capital 31-32, 128, 157, 494-495, 677
6 3 Research and Development, Technological 

Progress
481, 493, 507

6 4 Growth Policy 29, 33, 72-75, 309-310
7 Open Economy: International Trade and 

Finance (10-15%)
7 1 Balance of Payments Accounts 698-709
7 1 1 Balance of trade 698-699
7 1 2 Current account 698-699
7 1 3 Capital account 699
7 2 Foreign Exchange Market
7 2 1 Demand for and supply of foreign exchange 92-94, 697
7 2 2 Exchange rate determination 94, 701-703
7 2 3 Currency appreciation and depreciation 94-95
7 3 Net Exports and Capital Flow 173-175, 191-192
7 4 Links to Financial and Goods Markets 31-32, 40, 88, 697
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