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Assignments and Marks 
 
 Marks: Midterm Examination   35% 
   Final Examination    35% 
   Term work (quizzes, etc.)   30% 
   Total    100% 
 

Course Schedule 
 
 The suggested coverage is as follows.  
 
 Times  Coverage 
 
 1+2  Course Introduction, Chapter 5 
 2+3  Chapter 5, Start Chapter 6 
 3+4  Chapter 6, Start Chapter 7  
 5  Chapter 7, Start Chapter 8 
 6  Chapter 8  
 7  Chapter 14, Review 
 8  Midterm Exam, Chapters 5, 6, 7, 8 & 14 
 9  Chapter 11 
 10            Chapter 12 
 11+12       Chapter 13 
 13+14  Chapter 13, Chapter 9 
 15+16  Chapter 10, Chapter 16 
 17        Chapter 17, Review 
 18        Final Exam, Chapters 9, 10, 11, 12, 13, 16 & 17 
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Course Outline 
 
Learning Outcomes         
  

1 Employ Gross Domestic Product (GDP) as an economic 
measure. 

2 Explain the state of the economy by using the business 
cycle model. 

3 Employ the Aggregate Expenditures model to demonstrate 
the effect of expenditure changes on the economy. 

4 Analyze the effects of fiscal policy on the GDP. 
5 Demonstrate how the banking system creates money. 
6 Discuss the role of the Bank of Canada and the effect 

monetary policy has on the economy. 
7 Explain the relationship between inflation and 

unemployment. 
8 Discuss the causes and impacts of government deficits 

and debt. 
9 Discuss the importance of international trade to the 

Canadian economy and the effect international 
transactions have on Canadian currency. 
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Learning Outcome 1 (Chapter 5) 
 

1. Learning Steps 
 

 Describe the components used in the expenditure approach method of 
calculating GDP. 

 Compute GDP. 

 Explain the difference between gross investment and net investment. 

 Identify the components used in the income approach method of 
calculating GDP. 

 Compute each of the following:  gross national product, national 
income, personal income, and disposable income. 

 Compute the GDP price index. 

 Calculate real GDP by applying the price index to the nominal GDP. 

 Explain the problems associated with using the GDP as a measure of 
social welfare. 

 
2. Lecture Notes 

 
Time to cover: 6 hours 
 
This course begins the analysis of the macro view; and, this learning 
outcome details the basic tool used in this analysis - the GDP. We look, in 
great detail, at how the GDP is derived, what it represents, and how 
economists will track its growth to determine appropriate economic policy 
decisions (which are discussed later in the course).  
 
The students are responsible for calculating GDP using the Expenditure 
Method only. The Income Method is covered mainly to demonstrate how it 
relates to the other method; and, although the students need to 
understand it, they will not need to calculate it.  
 
The Other National Accounts are not covered in much detail. Students will 
be responsible for calculating these on the midterm, but they will have the 
formula sheet to assist them.  
 

Learning Outcome 2 (Chapter 6) 
 

1.  Learning Steps 
 

 Explain macroeconomic stability. 

 Describe the phases of the business cycle. 

 Identify the causes of changes in the levels of output and employment. 

 Explain the types of unemployment as well as their causes. 

 Define the natural rate of unemployment. 

 Explain how to interpret Statistics Canada data on unemployment. 
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 Calculate levels of employment, unemployment, and the 
unemployment rate. 

 Explain GDP gap and Okun’s Law. 

 Explain the economic cost of unemployment and why some groups are 
more adversely affected by it. 

 Calculate the rate of inflation. 

 Discuss the redistributive effects of inflation among various types of 
income earners. 

 Calculate real income. 

 Explain the relationship between the nominal and real interest rate. 
 
2. Lecture Notes 
 

Time to Cover: 5 hours 
 
This learning outcome expands on the concept of the GDP; but, now it’s 
discussed within the context of the business cycle. The students begin to 
see how such economic problems as unemployment and inflation occur 
throughout the various stages of the business cycle. Later in the course, 
students will begin to learn of some of the tools policy makers have at their 
disposal to deal with these problems.  
 
It is important for the students to realize that the economic goals of 
economic growth, price-level stability and good employment levels can 
seldom be attained at the same time. There are always trade-offs. For 
example, while growth is desirable, excessive growth can lead to inflation. 
Furthermore, too much employment can lead to too much growth. 
Students invariably ask why policy makers can’t simply choose to maintain 
the desired levels. They need to understand that there are many 
uncontrollable facets to a dynamic economy to which policy makers must 
react.  

 
 

Learning Outcome 3 (Chapters 7 & 8) 
 
1. Learning Steps 
 

 Describe the aggregate expenditures model. 

 Compute the propensities related to the aggregate expenditures 
model. 

 Explain how the non-income determinants of consumption and saving 
affect the  consumption and saving schedules. 

 Explain the determinants of the level of a firm’s investment activities. 

 Calculate the equilibrium level of GDP using either the expenditures-
output  approach or the leakages-injections approach. 

 Explain the paradox of thrift. 
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 Describe the aggregate supply-aggregate demand (AS-AD) model. 

 Compute equilibrium domestic output and price level using the AS-AD 
model. 

 Calculate the recessionary and inflationary gaps. 
  
2. Lecture Notes 
 

 Time to cover:  Chapter 7, 7 hours; Chapter 8, 4 hours 
 
 This learning outcome introduces the two primary models used in this 

course to analyze the GDP: the aggregate expenditures model and the 
aggregate supply-aggregate demand model. 

 
 The aggregate expenditures model looks at various categories of 

spending within an economy and how this spending affects the GDP. It 
demonstrates how too little spending leads to recession, and how too 
much spending leads to inflation. Various specific policy choices for 
dealing with these phenomena will be detailed later in the course.  

 
 The AS-AD model looks at many of the same issues as the AE model; 

however, this model allows us to analyze more closely the effects on the 
price level.   

 
 

Learning Outcome 7 (Chapter 14) 
 

1. Learning Steps 
 

 Discuss the Phillips Curve. 

 Explain supply-side shocks and how they lead to the “stagflation” 
experienced by  the Canadian economy in the 1970s and early 1980s. 

 Explain the policy choices that could potentially combat stagflation. 

 Explain the difference between demand-pull and cost-push inflation 
using the  AS-AD model. 

 
2. Lecture Notes 
 

Time to Cover: 1 hour 
 

This learning outcome further explains the trade-off between inflation and 
unemployment. It also explains the anomalous case of stagflation. 
Difficulties that policy makers encounter when dealing with inflation are 
also briefly discussed.  

 
 
Learning Outcome 5 (Chapters 11 & 12) 
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1. Learning Steps 
 

 Explain the functions of money in an economy and how money 
maintains value. 

 Explain how money’s value relates to the price level. 

 Define the money supply. 

 Describe Canada’s banking system as well as its participants. 

 Explain the basic items on a chartered bank’s balance sheet. 

 Explain why chartered banks maintain reserves. 

 Compute a chartered bank’s excess reserves. 

 Demonstrate various banking transactions and the effect they have on 
the money  supply. 

 Explain what determines a chartered bank’s money-creating potential. 

 Compute the monetary multiplier. 

 Explain what determines the banking system’s money-creating 
potential. 

 
2. Lecture Notes 

 
Time to Cover: Chapter 11, 2 hours; Chapter 12, 5 hours 

 
 This learning outcome introduces the students to money and the crucial 

role it plays in a modern economy. Later, fundamentals about the modern 
banking system are detailed. The students will see how individual banks 
can increase or decrease the money supply through the granting of loans.  

 
 
Learning Outcome 6 (Chapter 13) 

 
1. Learning Steps 
 

 Explain why the size of the money supply needs to be controlled. 

 Explain monetary policy and the tools used to implement it. 

 Explain the strengths and shortcomings of monetary policy. 

 Explain “demand for money”. 

 Explain the determinants of the equilibrium interest rate. 

 Explain the relationship between interest rates and the price of bonds. 

 Explain the demand and supply of money. 
 

2. Lecture Notes 
 
 Time to Cover: 6 hours 
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 This learning outcome expands on the previous one. However, the focus 
is on how policy makers use monetary policy to deal with the economic 
instability detailed in the first half of the course. In other words, instead of 
the government manipulating their own spending and taxation levels, we 
look at the role the Bank of Canada plays in the economy.   

 
 

 
Learning Outcome 4 (Chapter 9) 

 
1. Learning Steps 
 

 Explain the difference between discretionary and non-discretionary 
fiscal policy. 

 Explain expansionary and contractionary fiscal policy. 

 Demonstrate effect the fiscal policy options have on equilibrium GDP 
using the  aggregate expenditures model. 

 Explain potential problems encountered in applying fiscal policy. 

 Explain the potential crowding-out effect associated with expansionary 
fiscal  policy. 

 Demonstrate the effects of fiscal policy using the AS-AD model. 

 Determine the appropriate fiscal policy tool to affect an economic 
condition. 

 
2. Lecture Notes 
 
 Time to cover:  3 hours 
 

 At this point in the course, the students should understand the major 
causes of macroeconomic instability. This learning outcome introduces the 
students to some of the policy choices available to governments and 
policy makers for countering these destabilizing forces. Specifically, 
decisions with respect to government spending levels and levels of 
taxation will be discussed.  

 
 
Learning Outcome 8 (Chapter 10) 
 

1. Learning Steps 
 

 Explain budget deficits (and surpluses) and how they are related to 
government  debt. 

 Explain why government debt exists and the potential problems it 
causes for the  government as well as future generations. 

 Explain the potential crowding-out effect associated with the 
government’s  decision to borrow money. 
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 Describe the effects of a government borrowing abroad to finance 
expenditures. 

 
2. Lecture Notes 
 
 Time to Cover: 2 hours 
 
 This learning outcome expands somewhat on learning outcomes 2 and 4, 

where the students learned about the business cycle and how government 
spending can help smooth the fluctuations. This topic discusses the 
implications of the government spending money it does not have (deficit) 
as well as what happens when it doesn’t spend all it has (surplus).  

 
 The coverage of this topic often coincides with when the federal 

government announces its yearly budget. This brings about numerous 
opportunities for engaging the students in debates about where the 
government should spend and which special interests should benefit.  

 
 
Learning Outcome 9 (Chapters 16 & 17) 
 

1. Learning Steps 
 

 Explain the importance of international trade to the Canadian 
economy. 

 Explain the difference between international trade and domestic trade. 

 Explain comparative advantage and the factors that promote 
specialization of  

 trade. 

 Discuss the implications of free trade amongst nations. 

 Explain the potential barriers to international trade and why these 
barriers are employed. 

 Explain the impact of trade barriers. 

 Describe how imports and exports affect the foreign exchange market. 

 Compute simple currency conversions. 

 Describe what leads to the appreciation and depreciations of a nation’s 
currency. 

 Explain the different exchange rate systems used throughout the 
world. 

 
2. Lecture Notes 
 

Time to Cover: Chapter 16, 2 hours;  Chapter 17, 2 hours 
 
This learning outcome provides an overview of why it is generally 
considered advantageous for nations to engage in international trade. It 
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also outlines some choices policy makers have if they choose to restrict or 
eliminate trade with one or more nations.  
 
Instructors are also given a great opportunity to discuss trade agreements 
such as NAFTA and how it impacts the Canadian economy as well as 
specific sectors within our economy.  
 
Finally, the foreign exchange market is introduced. Students will learn 
what causes a nation’s currency to increase and decrease in value as well 
as the economic significance of these fluctuations.  


