Stabilization Policies Study Guide

Be able to define, illustrate, describe, explain, compare, categorize, or apply the following:
AD/AS model
Appropriate fiscal and monetary policies for reducing inflation

Appropriate fiscal and monetary policies for reducing unemployment

Arguments against using monetary or fiscal policy to stabilize the economy

Arguments for using monetary or fiscal policy to stabilize the economy

Automatic stabilizer

Classical economics

Cost-push inflation

Crowding Out

Cyclically adjusted budget

Debt

Debt to real GDP ratio

Deficit

Deflation

Demand-pull inflation
Disinflation

Effect of a change in the value of financial assets, such as stocks, on aggregate demand

Effect of a change in business/consumer confidence on aggregate demand

Effect of deficit spending on interest rates, investment, accumulation of capital stock, and future productivity

Effects of a balanced budget rule

Effects of using a rule (as opposed to discretion) to determine monetary policy

Expected inflation v. Actual inflation

Facts about America’s national debt

Federal Open Market Committee

Fiscal policy lag

Inflation tax

Keynesian economics

Loanable funds market

Long run Phillips curve

Losers and winners if inflation is unexpectedly high

Monetarism

Monetary neutrality

Monetary Policy Lag

Money market

Natural rate of unemployment

Political business cycle

Quantity of money demanded

Seignorage

Short run Phillips curve

Sustainable budget deficit
Review Sources:
Modules 30 – 36

Morton Activities 44 – 46 (pp. 241 – 253)

Extra Credit Opportunity:
Replace lowest quiz grade with score on take home quiz (Morton Activities 44 – 46).

