
ECON FORMULAS

Key Formulas in Macroeconomics GDP = C + I + G + Xn: The expenditure approach to measuring GDP GDP = W + I +
R + P: The income approach to measuring.

By contrast, capital is a stockâ€”that is, accumulated net investment up to a point in time. These can be
calculated with the following formulas: Own-Price Elasticity of Supply. Net fixed investment is the value of
the net increase in the capital stock per year. Real GDP accounts for inflation and deflation. When we are
calculating from Point A to Point B, we are actually just calculating the elasticity at Point A, since we are
using the values on Point A as the denominator for our percentage change. The value of our elasticity will
indicate how responsive a good is to a change in income. Therefore, if prices change from one period to the
next but actual output does not, nominal GDP would also change even though output remained constant. A
good with an income elasticity of 0. Key Terms nominal: Without adjustment to remove the effects of
inflation in contrast to real. If the price of a complement rises our demand will fall, if the price of a substitute
rises our demand will rise. To avoid this, we will instead rely on averages. In economics, a nominal value is
expressed in monetary terms. Our equation is as follows: Own-price elasticity of supply can be calculated
using mid-point and point-slope formula in the same way as for ePD. Key Terms GDP deflator: A measure of
the level of prices of all new, domestically produced, final goods and services in an economy. We will
examine this even further when we introduce consumer theory, but for now we can develop our understanding
by applying what we know about elasticities. Real values measure the purchasing power net of any price
changes over time. In Figure 4. Income elasticity of demand eND In Topic 3 we also explained how goods can
be normal or inferior depending on how a consumer responds to a change in income. Trends in the GDP
deflator are similar to changes in the Consumer Price Index, which is a different way of measuring inflation.
The nominal GDP takes into account all of the changes that occurred for all goods and services produced
during a given year. The real GDP determines the purchasing power net of price changes for a given year. For
example, a cross-price elasticity of -4 suggests an individual strongly prefers to consume two goods together,
compared to a cross-price elasticity of  Using the mid-point method to calculate the elasticity between Point A
and Point B: This method gives us a sort of average elasticity of demand over two points on our curve.
Mid-point Method To calculate elasticity, instead of using simple percentage changes in quantity and price,
economists use the average percent change. This reinforces the conclusion that mid-point represents an
average. This is because the denominator is an average rather than the old value. The types of investment are
residential investment in housing that will provide a flow of housing services over an extended time,
non-residential fixed investment in things such as new machinery or factories, human capital investment in
workforce education, and inventory investment the accumulation, intentional or unintentional, of goods
inventories. Provided by: Wiktionary. Nominal GDP is the market value of goods and services produced in an
economy, unadjusted for inflation. Both mid-point and point-slope formulas are important for calculating
elasticity in different situations. In contrast, real gross domestic product accounts for price changes that may
have occurred due to inflation.


