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Dear students,

Here are some introductory terms and notions on economics in order to be able to follow the 
talk on Saturday.

     
Microeconomics: The study of the operations of the components of a national economy, such
as individual firms, households, and consumers. 

Macroeconomics: The study of the aggregate economy. Macroeconomics examines 
economy-wide phenomena such as changes in 

• unemployment, 
• national income, 
• rate of growth, 
• gross domestic product, 
• inflation and 
• price levels. 

Gross Domestic Product: GDP is the market value of all officially recognized final goods and
services produced within a country in a year 

Inflation: Inflation is a sustained increase in the general price level of goods and services in 
an economy over a period of time. When the general price level rises, each unit of currency 
buys fewer goods and services. Consequently, inflation reflects a reduction in the 
purchasing power per unit of money – a loss of real value in the medium of exchange and 
unit of account within the economy.
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http://en.wikipedia.org/wiki/Purchasing_power
http://en.wikipedia.org/wiki/Currency
http://en.wikipedia.org/wiki/Economy
http://en.wikipedia.org/wiki/Price_level
http://en.wikipedia.org/wiki/Market_value
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Sovereign debt: Bonds issued by a national government in a foreign currency, in order to 
finance the issuing country's growth. Sovereign debt is generally a riskier investment when it 
comes from a developing country, and a safer investment when it comes from a developed 
country. 

Private debt: Private debt is money owed by individual people, households, and businesses. 
It excludes money owed by governments, which is known as public debt. There are many 
different kinds of private debt, including 

• mortgages, 
• credit cards, 
• student loans, and 
• commercial loans. 

Deficit: It is an excess of expenditures over revenue in a given time period.

Consider the following questions

• Where does the revenue of a state come from? 

• What does the state use its revenue for?

• Why does a government have to borrow money?

• Is the public debt an invaluable tool in order to finance public investments?

                                            or

• Is the public debt a destructive policy that sooner or later leads to bankruptcy?
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