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Economics presents new learning with a specific set of terms and concepts to be addressed. Developing “an economic way of thinking” is vital to understanding Economics coursework. This course will give you a thorough understanding of the principles of macroeconomics, taking a look at the “big picture” of the economy. The focus will be economic measurement tools, aggregate production and income, the use of fiscal and monetary policy, economic growth, and international trade.
The AP Economics Course Description 2012 states:  “The purpose of the AP course in Macroeconomics is to give students a thorough understanding of the principles of economics that apply to an economic system as a whole. Such a course places particular emphasis on the study of national income and price-level determination, and also develops students' familiarity with economic performance measures, the financial sector, stabilization policies, economic growth, and international economics.” 
Textbook

Lakewood High School will provide a copy of Krugman’s Economics for AP by Margaret Ray and David Anderson. If you lose or destroy your copy, you should replace it by utilizing the online second-hand market by May 1.

Additional handouts and readings will also be provided by the teacher.

If you are interested in purchasing an AP Test review book, I recommend Eric Dodge’s Five Steps to a Five.  Two other options are Barrons AP Macroeconomics and Microeconomics or Princeton Review: Cracking the AP Micro and Macroeconomics. This is entirely up to you; I intend to prepare you for the exam without requiring additional expense.
Assessment

Grades are earned, not given.  Points are earned for quizzes, projects, tests, class-work, and homework.  Grades are cumulative on a semester basis and are calculated on a standard 10-percent scale using weighted categories. There will be 5 (100 points) unit tests and 8 (10-25 points) quizzes, worth 50% of the overall grade.  Within each unit, Free Response Questions and Multiple Choice Questions will be used for reinforcement and practice. Students will be informally assessed with other instruments of assessment such as homework assignments, on-line assignments, and group work in the classroom. This category is worth 20% of the overall grade.  The final exam will be a past AP test and will serve as 30% of the semester grade.

It is expected that all students will take the AP Macroeconomics exam scheduled in May. 
Late Work
It is the students’ responsibility to ask for any notes or assignments related to tardiness or absences during office hours.  I will post lecture notes and other handouts on the class website.  Flexibility regarding this policy will be allowed for students who communicate exceptional circumstances directly to the teacher.  Graded problems and worksheets may be submitted at any time until the unit exam for full credit. No assignment will be accepted after that material is tested.

Office Hours

3:10 pm – 3:50 pm 

Planning periods blocks 3, 4, and 5. Flexible time with student teacher blocks 6, 7, and 8.
Please make an appointment ahead of time for meetings during planning period(s) as I have many duties at LHS.  

General Expectations
I will instruct this class in a method that best exemplifies an introductory level college course, and I expect students to act accordingly. Due to the short nature of the course and the vast amount of material involved, students are expected to become learners both IN and OUT of the classroom. This means doing reading when it is required and becoming aware of current events and political happenings. It is expected that students stay informed about current events; it would be ideal to read a newspaper or listen to the Marketplace podcast every day as well as a weekly magazine such as Business Week. Only in this fashion can students begin to truly understand and apply knowledge. True learning does not occur in the vacuum of the classroom. 
If you are having problems understanding course material, you should meet with me. I am happy to talk through the material or suggest videos by teachers who flip their classrooms.
I do not expect student behavior to be a problem.  Students will respect themselves, their classmates, their teacher (including substitutes), and any adult joining us during class at all times.  Students will be held accountable to the Code of Conduct for Lakewood High School students.  Students will arrive on time and be ready to participate each and every day.  

Cell phones MUST be out of sight (not seen or heard) unless the teacher directly suggests use.  Violation of this policy WILL result in confiscation!
My website will contain each PowerPoint and handout. Locate it via the LHS Tiger page or go directly to lhsshackett.weebly.com

Course Outline

Unit 1




8-12% of AP

Basic Economic Concepts




I. Basic Economic Concepts 



A. Scarcity, choice and opportunity costs




B. Production possibilities curve




C. Comparative advantage, specialization, and exchange




D. Demand, supply and market equilibrium





E. Macroeconomic issues: business cycle, unemployment, inflation, growth



II. Student Objectives

A. Define the science of economics

B. Distinguish between opportunity cost, scarcity and trade-offs.

C. Distinguish between macroeconomics and microeconomics

D. List the three basic economic questions

E. Define comparative advantage and specialization and benefits of exchange
F. Using graphical and table analysis, show the benefit of employing comparative advantage
G. Use a production possibilities curve to demonstrate opportunity cost and growth

H. List the determinants of demand and supply curves

I. Recognize which factors will cause demand curves or supply curves to shift 

J. Distinguish between changes in quantity demanded versus a change in demand

K. Distinguish between changes in quantity supplied versus a change in supply

L. Determine effects on price and quantity when equilibrium changes

M. Describe the macroeconomic performance in the United States and other countries—GDP, 
inflation, unemployment, and other indicators



III. Graphs and Diagrams to be mastered

A. Production Possibility Curve

B. Demand and Supply Equilibrium 

C. Business Cycle

Unit 2




12-16% of AP

Measurement of Economic Performance




I. Measurement of Economic Performance
A. National income accounts 

1. Circular flow

2. Gross domestic product

3. Components of gross domestic product

4. Real versus nominal gross domestic product

B. Inflation measurement and adjustment

1. Price indices

2. Nominal and real values

3. Costs of inflation

C. Unemployment

1. Definition and measurement

2. Types of unemployment

3. Natural rate of unemployment

II. Student Objectives

A. Define Gross Domestic Product by expenditure and income approaches

B. Distinguish between nominal GDP and real GDP

C. Explain the limitations of GDP measures

D. Define unemployment; list sources and types

E. Define labor force participation rate

F. Define the full employment level of GDP

G. Distinguish between actual and potential GDP

H. Explain the calculation of price indices—GDP deflator, CPI, PPI

I. Use price indices to calculate real wages and real interest rates
J. Describe the effects of inflation on various groups of consumer, etc.

III. Graphs and Diagrams to be mastered 

A. Circular Flow Diagram (simple and expanded)

B. Effect of Minimum Wage on Labor Market

IV. Formulas to be mastered

A. Gross Domestic Product (GDP) = Consumption Spending + Government Spending + Investment Spending +Net Export Spending (GDP=C+G+I+Xn)
B. Disposable Income (DI) = Personal Income—Taxes + Transfers
C. Per Capita GDP
D. Calculation of Real GDP using an Index
E. Labor Force Participation Rate
F. Unemployment Rate
G. Natural Rate of Unemployment
H. Price Indexing and Consumer Price Index, Producer Price Index
Unit 3










10-15% of AP

National Income and Price Determination




I. National Income and Price Determination 
A. Aggregate demand

1. Determinants of aggregate demand

2. Multiplier and crowding-out effects

B. Aggregate supply

1. Short-run and long-run analyses

2. Sticky versus flexible wages and prices

3. Determinants of aggregate supply

C. Macroeconomic equilibrium

1. Real output and price level

2. Short and long run

3. Actual versus full-employment output

4. Business cycle and economic fluctuations

II. Student objectives

A. List the determinants of aggregate demand

B. Distinguish between changes in AD and a change in price level causing movement along the AD curve

C. List reasons why the aggregate demand curve is down sloping

D. List the determinants of aggregate supply

E. Distinguish between changes in AS and a change in price level causing movement along the AS curve

F. Explain and demonstrate the shape of the aggregate supply curve in the short and long run; define and show the full-employment level of output (Qf)

G.  Determine the importance of the shape of the AS curve on the effects of change in the AD curve

H. Determine equilibrium using an aggregate demand/aggregate supply graph and show the effects on price level and Real GDP when equilibrium changes in both the long and the short run

I. Given data, determine the size of the spending multiplier and assess is impact on aggregate demand

J. Define Fiscal Policy—discretionary and non-discretionary

K. Define and measure the effect of built-in stabilizers on the economy

L. Using AD/AS analysis, show the effect on price level and RDGP of changes in fiscal policy

M. Define the balance budget multiplier

N. Distinguish between sticky-price and sticky-wage models and flexible price and wage models; identify the effect of these differences on the AS curve



III. Graphs and Diagrams to be mastered

A. Aggregate Demand/Aggregate Supply Model (Short-run and Long-run)

B. Potential vs. Actual Output

C. Recessionary Gap and Inflationary Gap

D. Sources of Tax Revenue and Government Spending in US

E. Expansionary and Contractionary Fiscal Policy effects 
IV. Formulas to be mastered

A. Marginal Propensity to Consume (MPC)

B. Marginal Propensity to Save (MPS)

C. Spending Multiplier 1/MPS


Unit 4










15-20% of AP

Financial Sector








I. Financial Sector

A. Money, banking and financial markets

1. Definition of financial assets: money, stocks, bonds

2. Time value of money (present and future value)

3. Measures of money supply

4. Banks and creation of money

5. Money demand

6. Money market and the equilibrium nominal interest rate
B. Loanable funds market

1. Supply of and demand for loanable funds


2. Equilibrium real interest rate


3. Crowding out

C. Central bank and control of the money supply

1. Tools of central bank policy

2. Quantity theory of money

3. Real versus nominal interest rates
II. Student Objectives

A. Define and list factors influencing money demand

B. Define money supply and other financial assets 

C. Demonstrate understanding of the time value of money

D. Define a fractional banking system

E. Explain the role of the Federal Reserve System in the economy

F. Identify and examine the tools of central bank policy and their impact on money supply and interest rates

G. Describe the process of money creation and multiple-deposit expansion

H. Given data, determine the size of the money multiplier and assess its impact on the money supply

I. Distinguish between nominal and real interest rates with money market graph and loanable funds market graph
III. Graphs and Diagrams to be mastered

A. Money Market: Demand and Supply of Money and Equilibrium

B. Loanable Funds Market Demand and Supply of Loanable Funds and Equilibrium

C. TED spread
IV. Formulas to be mastered

A. Money Supply measurements  (M1 and M2)

B. Present Value 

C. Money Creation by the banking system

D. Money Multiplier

Unit 5









20-30% of AP

Stabilization Policies




I. Stabilization Policies 
A. Fiscal and monetary policies

1. Demand-side effects

2. Supply-side effects

3. Policy mix

4. Government deficits and debt
B. The Phillips curve
1. Short-run and long-run Phillips curves
2. Demand-pull versus cost-push inflation

3. Role of expectations




II. Student objectives

A. Define the quantity theory of money

B. Assess the effect of fiscal and monetary policy on real output, price level and the level of employment in the long and short run

C. Gain understanding of how an economy responds to a short-run shock and adjusts in the long run in the absence of any public policy actions

D. Examine the economic effects of government deficit budgets including “crowding out”

E. Consider issues surrounding the size and burden of the national debt

F. Gain understanding of inflation-unemployment tradeoffs using short and long run Phillips curve analysis

G. Show the causes of inflation on an AD/AS model

H. Speculate on the role of inflationary expectations on price level and output
III. Graphs and Diagrams to be mastered

A. Money Market Model: Effect of policy actions on interest rate

B. Money Market Model: Setting the Federal Funds rate

C. Money Market Transition Mechanism: Short run and long run effects of expansionary and contractionary policy changes 

D. Tracking Monetary Policy Using the Output Gap, Inflation and the Taylor Rule

E. Long-Run Determination of the Interest Rate

F. Classical Model of Price Level

G. Cyclical Unemployment and the Output Gap

H. Short Run Phillips Curve

I. Short Run Phillips Curve showing Supply Shocks; showing expected inflation

J. Long Run Phillips Curve and NAIRU (non-accelerating rate of unemployment)

K. The Fischer Effect 

L. Fiscal Policy with a Fixed Money Supply 

Unit 6









5-10% of AP

Economic Growth






I. Economic Growth 

A. Definitions of economic growth
B. Determinants of economic growth

1. Investment in human capital
2. Investment in physical capital
3. Research and development, and technological progress

D. Growth policy


II. Student Objectives

A. Define economic growth and list the factors that stimulate growth

B. Assess the role of productivity in raising real output and standard of living

C. Suggest how public policies stimulate economic growth
III. Graphs and Diagrams to be mastered

A. Trade-off Between Investment and Consumer Goods

B. Short Run movements along Long Run Aggregate Supply

C. Long Run Aggregate Supply Curve and Economic Growth
IV. Formulas to be mastered

A. Real GDP per Capita

B. Rule of 70

C. Aggregate Production Function

Unit 7

10-15% of AP

Open Economy: International Trade and Finance




I. Open Economy: International Trade and Finance 

A. Balance of Payments accounts

1. Balance of trade

2. Current account

3. Financial account (formerly known as capital account)
B. Foreign exchange market

1. Demand for and supply of foreign exchange

2. Exchange rate determination

3. Currency appreciation and depreciation

C. Imports, exports, and financial capital flows

D. Relationships between international and domestic financial and goods markets





II. Student objectives

A. Explain how the balance of payments accounts are recorded

B. Explain the effect of trade restrictions

C. List the factors that influence equilibrium foreign exchange rates

D. Using demand/supply analysis, show how market forces and public policy affect currency demand and currency supply

E. Define currency appreciation and depreciation and relate to graphical analysis

F. State the effects of appreciation and depreciation on a country’s net exports

G. Understand how changes in net exports and capital flows affect financial and goods markets



III. Graphs and Diagrams to be mastered

A. Balance of Payments Accounts

B. International Capital Flows

C. Foreign Exchange Markets

D. Fixed Exchange Markets and Market Intervention

E. Monetary Policy Effects and the Exchange Rate

Most of the content of unit 1 was covered first semester. We will study module 2 and then move on to unit 2.








