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Unit 6 Overview 
Aggregate Demand and Aggregate Supply
In this unit you will interpret an aggregate demand curve and an aggregate supply curve.
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Outcomes
After completing this unit you should be able to: 
	Interpret an aggregate demand curve

Interpret an aggregate supply curve
Course outcomes practiced in this unit: 
BU204-2: Analyze the components of Gross Domestic Product 

What do you have to do in this unit?
Review the announcement area 
for important course information
	Complete the reading assignments 
	Review the Key Terms and Charts 
on the Course Concepts page
	Participate in the Discussion Board 
after reviewing the Discussion Board Rubric in the syllabus
	Complete the Assignment 
	Attend weekly Seminar 
	Continue working on the Final Assignment 
	Check out Extra!Extra! 

Reading
Chapter 11: Income and Expenditure 
Chapter Objectives 
Students will learn in this chapter:
	The nature of the multiplier and how initial changes in spending lead to further changes

The meaning of the aggregate consumption function, which shows how current disposable income affects consumer spending.
How expected future income and aggregate wealth affect consumer spending.
The determinants of investment spending, and the distinction between planned investment spending and unplanned inventory investment.
How the economy achieves an outcome known as income–expenditure equilibrium.
Why investment spending is considered a leading indicator of the future state of the economy.
Chapter 12: Aggregate Demand and Aggregate Supply 
Chapter Objectives 
Students will learn in this chapter:
	How the aggregate demand curve illustrates the relationship between the aggregate price level and the quantity of aggregate output demanded in the economy.

How the aggregate supply curve illustrates the relationship between the aggregate price level and the quantity of aggregate output supplied in the economy.
Why the aggregate supply curve is different in the short run as compared to the long run.
How the AS–AD model is used to analyze economic fluctuations.
How monetary policy and fiscal policy can be used to try to stabilize the economy in the short run.
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Writing Assignment

Question:
From our readings you’ll remember that the Gross Domestic Product (GDP) is made up of four elements:

(C) Personal consumption 
	+  
(I) Gross private domestic investment 
	+ 
(X-IM) Net exports [which is exports (X) minus imports (IM)] 
	+ 
(G)  Government expenditures and gross investment.

The Bureau of Economic Analysis (BEA) collects and reports these statistics for the United States.  The BEA, on their web site, breaks down these four elements of GDP into several sub-components:
Personal consumption (C)
	Goods
		Durable Goods
		Nondurable Goods
	Services
Gross private domestic investment (I)
	Fixed investment
		Nonresidential
			Structures
			Equipment and software
		Residential
	Change in private inventories
Net exports of goods and services (X-IM)
	Exports (X)
		Goods
		Services
	Imports (IM)
		Goods
		Services
Government consumptions expenditures and gross investment (G)
	Federal
		National defense
		Nondefense
	State and local

1.  Download the Gross Domestic Product table from the Bureau of Economic Analysis’ (BEA) site and paste it into your answer. (5 points)

The link is:
http://www.bea.gov/national/nipaweb/TableView.asp?SelectedTable=5&FirstYear=2009&LastYear=2010&Freq=Qtr#

2.  Define each of the sub components of GDP and discuss their importance.  (20 points)

Some BEA links that may prove helpful are:
http://www.bea.gov/national/pdf/nipa_primer.pdf
“Measuring the Economy:  A Primer on GDP and the National Income and Product Accounts”

http://www.bea.gov/about/pdf/jep_spring2008.pdf
“Taking the Pulse of the Economy:  Measuring GDP”

http://www.bea.gov/national/pdf/nipaguid.pdf
“A Guide to the National Income and Product Accounts of the United States”

http://www.bea.gov/scb/pdf/national/nipa/methpap/mpi1_0907.pdf
“An Introduction to the National Income and Product Accounts”

3. Copy and paste the following table into your paper and In the table, list the last five things, or services, that you purchased.  Based on the definitions from 2. above, place an X in the cell for which category they fit into (if they were made in another country, then they are imported goods).  (5 points)
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Seminar
Students should carefully read the assigned material and be prepared to ask questions during the seminar.
The instructor will also discuss the main concepts of the material in chapters 11 and 12. Students are expected to have read the assigned readings and other material posted by the instructor in “DocSharing” or “announcements.”
The Seminar session is your opportunity to ask any questions or clarify material that has been presented in this week’s learning outcomes or readings. If you have specific questions or topics you would like to be addressed in the Seminar session, please email your instructor prior to the day of your chat.



