Economics 135

Key Concepts For Exam 1  

Dr. Fayazmanesh

Instructor’s Introduction

money in the early times ( the earliest forms of money and minted coins)

Greek philosophers’ theories of money

money in the Roman Empire and the Middle Ages

feudalism

the first banking systems in Europe

Scholastic School’s theories concerning money and accumulation 

commercial revolution 

capitalism

outline of theories concerning money put forward by mercantilists, classical political economists, Marx and Marxists, neoclassicals, Keynes and neo-Keynesians, monetarists, new classicals or rational expectationists, post-Keynesians, and new Keynesians

Chapter 1

definitions of political economy and economics

macro and micro distinction

finance

financial system, financial markets and financial intermediaries

SSUs and DDUs

direct and indirect finance (primary and secondary claims)

depository and non-depository institutions

checkable deposits and demand deposits

reasons for the emergence of financial intermediaries

a short history of the banking system in the US: the first Bank of the United States, the second Bank of the United States, free banking period, the National Bank Act, the Federal Reserve Act

the Fed, monetary policy, fiscal policy, and business cycle

Chapter 2

functions of money: medium of exchange, unit of account, store of value (from Aristotle to William Petty to Adam Smith)

the so-called “difficulties of barter”

double coincidence of wants

transaction cost

rationalist explanation of money

commodity and paper money

monetary standards: commodity and fiat standard

convertible and inconvertible money

bi-metallic and gold standards in the UK and the US (Gold Standard Act, Bretton Woods conference, and gold-exchange standard)

Gresham law

major problems with the gold standard

liquidity

money and near money

T. Bills, MMDAs, EFTS, ATMs, NOW accounts

repurchase agreements, commercial papers, bankers’ acceptance 

M1, M2, M3, L, and DNFD

Chapter 3 & Instructor’s Review of National Income Accounting & Price Indices 
Neoclassical analysis of demand for and supply of money

Keynesian analysis of demand for and supply of money

liquidity preference

speculative demand and transaction demand for money

exogenous money supply

inelastic supply curve

equilibrium rate of interest

the relation between credit and money supply

GDP, GNP, nominal GDP, and real GDP

price index and price level

Laspeyres and Paasche Indices

CPI, PPI, and GDP price deflator

Inflation

flow and stock 

circular flow of spending

factors of production

GDP and GNI

components of GDP

components of C, I, G and X-M

NNI and its components

components of profit

the relation between GNI and GDP

capital consumption allowances (depreciation) and IBTs

personal income and disposable income

factor market, financial market, and product market

Chapter 4
lender of last resort

Great Depression and the Banking Reform Act of 1933 and 1935

functions of the Fed

commercial and investment banks

techniques used by the Fed to manage the monetary system

open market operation

required reserve ratio

discount rate

the structure of the Fed

regional or reserve banks

board of governors

