THIRD SEMESTER GE

ECO-HG-3016: Principles of Macroeconomics—I
rse Description

This course introduces students to the basic concepts in Macroeconomics. Macroeconomics
deals with the aggregate economy. In this course the students are introduced to the definition,
measurement of the macroeconomic variables like GDP, consumption, savings, investment
and balance of payments. The course also discusses various theories of determining GDP in
the short run.

Course Outline

1. Introduction
What is macroeconomics? Macroeconomic issues in an economy.

2. National Income Accounting
Concepts of Income, Domestic Income and National Income; GDP and NDP at Market Price
and Factor Cost, measurement of national income and related aggregates; nominal andreal
income;

3. Determination of GDP
Actual and potential GDP; aggregate expenditure; consumption function; investment
function; equilibrium GDP; concepts of MPS, APS, MPC, APC; autonomous expenditure;
Concept of multiplier.

4. National Income Determination with Government Intervention and Foreign
Trade
Fiscal Policy: impact of changes in government expenditure and taxes; net exports function;
net exports and equilibrium national income.

5. Money in a Modern Economy
Concept of money in a modern economy; monetary aggregates; demand for money; quantity
theory of money; liquidity preference and rate of interest; money supply and credit creation;
monetary policy.

Readings:

1. Case, Karl E. & Ray C. Fair, Principles of Economics, Pearson Education, Inc.,
8" edition,2007.

2. Sikdar, Shoumyen, Principles of Macroeconomics, 2™ Edition, Oxford University
Press,India
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