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Chaminade University                                                               EC 201 Spring 2014

Honolulu, Hawaii 96816                                                            Principles of Macroeconomics

INSTRUCTOR:     Barbara Poole-Street, Ph..D.

                                 Office Hours:  MWF 10:30 – 11:30pm or by appointment   

                                                        Kieffer  Room 22

                                 Phone:  739-4609 (office)   358-4292 (cell)

                                 E mail:  bstreet@chaminade.edu
COURSE  TITLE:  Principles of Macroeconomics
TEXT:  ECONOMICS TODAY:  THE MACRO VIEW, 16e  by Roger Miler. Sold at the Chaminade Bookstore or available thru online sellers.  

COURSE DESCRIPTION:   This course analyzes the structure and operation of the American economy as a whole.  Specific topics analyzed include the determination of the level of aggregate output, employment and prices; business cycles; the monetary and fiscal system; effects of monetary and fiscal policies on economic stability and growth, and international finance and the macro economy.

COURSE OBJECTIVES: Unemployment, inflation, recession, interest rates, deficits, are recurring headlines in our daily newspapers and magazines.  This introductory economics course is designed to provide the foundation of economic knowledge that every person should have to understand the economic issues that confront us in our daily lives.  Specifically, the objectives are that by the end of the semester, the student will be able to:

 1.Demonstrate an understanding of the concepts and mechanisms of an economic system, including scarcity, supply and demand, and the roles of markets and government in resource allocation.  


2.Demonstrate an understanding of the information used to evaluate economic conditions and performance, including GDP, GNP, unemployment, inflation, and interest rates.


3.Demonstrate an understanding of the business cycle and self-adjusting mechanisms in the economy.


4.Demonstrate an understanding of the fiscal and monetary policy tools available to impact and stabilize economic performance. 


5.Demonstrate the ability to predict general movements in economic performance, given appropriate date. 

MAJOR ASSIGNMENTS: 

1. Students are expected to act in a professional manner for this class.  That means prompt and regular attendance, having required materials , attentive participation in class activities and discussion, and neatly and thoroughly prepared assignments. 

2. Students are expected to bring their textbook to each class session, along with at least two pages of graph paper, a pencil, a straight-edge, and a calculator.  Unless you  inform the instructor of the need to have your cell phone available during class, cell phones should stay in your bag 

       3.   Students are expected to complete assignments when due.  There will be reading assignments for each class period.  The first few minutes of each class period may be devoted to a quiz of concepts and terms from that reading assignment and from previous material covered in class. .  There are NO make-ups for these quizzes. 

       4.    Students are expected to read economic articles in Business Week news media to stay abreast of  economic developments and to prepare a report ( consisting of a summary of the article and a short analysis by the student) for  5 of these articles over  the course  of the semester. Please note that ALL written assignments  must meet the standards  resented in EN 101 and 102 courses. Grammar, spelling and punctuation DO  count! Be sure to include the title, author, source, and date of the article in your report.  No more than one article may be turned in at any time.   Article reports will be submitted to the eCollege site. There are six listed submission dates, but you need turn in only 5.  If however, you do turn in 6, the sixth will count as extra credit.           

      5.    Students will keep a journal of the US economy.  Each week, you are responsible for gathering various statistics and recording a brief note on what is happening in the news that might impact the economy.   At the end of the semester, the student will look back through their journal entries and write a paper on what has happened to the economy during the semester and what forces led to those changes. This report, as well as the individual journal entries, are submitted to ecollege. 

6.           As this class is participating in the business school’s  “Big Mac Experience” program, the student will complete 5 Big Mac assignments  during the semester.  These are submitted to ecollege. 

          7. Students are expected to take exams as scheduled.  NO make-ups will be given  unless the student has notified me BEFORE the    

           test is   administered that  he/she will be unable to take the exam with the class.  Students need to bring calculators if they need  

           help with computations on the exam.  Cell phones are not allowed. 

***Computer crashes:  My deepest sympathies for those who experience this.  However, no extension of time is granted for such glitches.  While you cannot anticipate a crash, you can minimize its consequences my making frequent back-up copies as you work, and by not waiting until the last minute to get assignments done.  Late assignments may be accepted with reduced grade. 

    GRADING POLICY:
           Course grades will be based on the following:

    1st midterm                     100 points                A:  675 -750 points

    2nd midterm                    100 points                B:  600-674 points                                                                                              

    article summaries            100 points                C:  525-599 points

    homework                       100 points                 D:  450-  524points

    attendance/quizzes           50 points                 F:  below 449 points

    journal reports /paper      100 points

    Big Mac Experience        100 points

     FINAL EXAM                   100 points                

    TOTAL                           750 points

CHARACTERISTICS OF A MARIANIST EDUCATION
As we study the principles of macroeconomics, I will strive to conduct class in a manner consistent with the goals set forth by Chaminade University. They are to :  + educate for formation in faith; +provide an integral, quality education; + educate in family spirit;+ educate for service, justice, and peace;+ educate for adaptation and change 
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 BIG MAC EXPERIENCE: EC201
This packet contains the five BIG MAC EXPERIENCE assignments for this course.

You will turn in your assignments  through ecollege.  You will also retain a copy of your completed assignment for your BIG MAC portfolio that you will be adding to throughout your business studies at Chaminade.   

Each of these assignments must be completed thoroughly, so that anyone picking up your report will be able to understand what questions you are  answering, your  methodology, and any mathematical analysis you have used to develop your answer.      

Assignment #1:
The  idea of Globalization is prevalent throughout course; To identify globalization, list the number of countries McDonalds operates in today: compare it to the number of countries McDonalds was in the year you were born. Now assume the role of an economic consultant, who has been hired by the firm Burgers Plus to write a report describing what McDonald’s thinks it gains from expanding its numbers of overseas restaurants. (Hint: use google searches or Wikipedia to find the information on McDonald’s history.  To answer WHY McDonald’s chooses to expand overseas, remember that the number one goal of businesses is to increase profit, and think of ways that overseas expansion could be expected to increase their profits )
Assignment #2: New York City recently enacted a law that would ban sales of “sugary drinks” in containers 32 0z or larger.  

Using your knowledge of supply and demand.  `How do you thing McDonald’s viewed this legislation?  How would McDonald’s be expeted to act  in response to this bill? If you had to advise the governent, would you report that this ban was a good idea? 

Assignment #3: Entrepreneurs often borrow the money necessary to start their business.  Before they do so, they need to calculate the true cost of borrowing the money.  Assume you are a business consultant hired by an entrepreneur trying to decide if he should borrow the $300,000 it will take to open a McDonald’s franchise. Coincidentally, he has been offered the loan at the same interest rate that was the Prime Rate the year you were born. Write a report to your client noting:

a. The prime rate of interest he would be charged ( look up the prime rate from the year you were born).

b. Calculate what the monthly payments would be based upon a loan value of $300,00 0and the interest rate you     

c. reported in (a) above.  Assume a loan term of 20 years with no prepayments.

d. Look up the present rate of inflation in order to calculate the REAL interest rate he would be paying on the loan. 

Remember, this is a professional report!   Grammar, appearance , and thoroughness of explanation do count!  

     Hints: Suggested source of information: http://www.fedprimerate.com/wall_street_journal_prime_rate_history.htm;

  There are many loan calculators on the internet which, once you put in the information will give you the monthly payment.  To calculate   

   the REAL interest rate, remember that the real interest rate is equal to the nominal rate – the rate of inflation. 
Assignment #4:

“Capital Expenditures” are investments made by businesses. Building new factories, installing new equipment, provide jobs, increase incomes, and generally boost the economy.   When your client from the last Big Mac assignment  spent $300,000 to build a new McDonalds, the initial spending generated a “multiplier effect” upon consumption. Using the simple multiplier we calculated in class ( me = 1/1-mpc)   and the knowledge that our mpc in Hawaii is about 0.95, calculate the multiplier and then derive the total impact this McDonald’s project has had upon aggregate spending in Honolulu.  Write a report to your client showing your calculations, and explaining 

the impact his project has likely had upon the community. 

Remembering that the multiplier as we calculate it in class  applies to a society where there are no imports or imports, write a sentence or two on what the multiplier for Hawaii is likely to be once we acknowledge the presence of a significant amount of trade occurring between Hawaii and the rest of the world.  Explain your answer. 

ASSIGNMENT #5  With our floating exchange rates, one way to determine if the currency is “correctly priced” is by comparing prices of identical goods across countries. If a widget purchased in Mexico with pesos  costs the same as one purchased in Washington( after the pesos are converted  into dollars) , the currencies are deemed correctly priced.  The Economist magazine has constructed the BIG MAC INDEX which compares the prices of Big Macs  and converts the foreign prices to dollars to see which currencies are over-priced, and which are underpriced. Locate the BIG MAC index for 2012 and look up information for the country of your ancestors.  What is the dollar price of a Big Mac there?  Is the currency under-priced or over priced?   What does this mean about expected changes in your ancestor’s currency value vis a vis the American dollar?  Will imports from your ancestors nation become more or less expensive as the currency value changes as expected?  What will happen to the price of American goods in that land as the value of the currency changes? 

Put all this information in a report that is easily understood by an adult with no economic background. 

Suggested resource: http://www.economist.com/blogs/graphicdetail/2012/07/daily-chart-17
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	WEEK 1
	Introduction to Course
	Text, Chapter 1
	

	14-Jan
	Scarcity; Decision-Making;Micro vs Macro
	
	

	16-Jan
	Economic Thinking. Incentives, Positive v
	
	Journal Data 1

	
	Normative Economics
	
	

	
	
	
	

	WEEK 2
	Scarcity examined: Opportunity Cost
	Text, Chapter 2
	BIG MAC 1

	21-Jan
	Production Possibilities
	
	Chap 2 homework  (ecollege)

	23-Jan
	Specialization, Comparative Advantage
	
	

	
	Absolute Advantage
	
	

	
	Relative vs. Money Prices
	
	

	
	
	
	

	WEEK 3
	SUPPLY AND DEMAND
	Text, Chapters 3 & 4 &&&&$&4&and
	Chap 3 homework (ecollege)

	28-Jan
	Basics of Supply and Demand
	
	Article 1

	30-Jan 30-Jan-Jan
	Impact of  price controls
	
	Journal Data 2

	
	
	
	

	WEEK 4
	Public Spending and Public Choice
	Text,Chapters 5 & 6
	Chap 5/6 homework (ecollege)

	     4-Feb


	Government: What they do for us
	
	Big Mac 2

	6-Feb
	Funding Government: Taxes & Their Impacts
	
	

	
	
	
	

	WEEK 5
	The Macroeconomy
	Text, Chapter 7
	Chap 7 homework (ecollege)

	11-Feb
	Unemployment, Inflation, and Deflation
	
	Article 2

	13-Feb
	Business Cycles, Price Indices, Real Interest raa
	
	Journal data 3

	
	
	
	

	WEEK 6
	Measuring the Economy's Performance
	Text, Chapter 8
	Chap 8 homework  (ecollege)

	18-Feb
	Circular flow, GDP, Approac
	
	Big Mac 3

	20-Feb
	Other measures of income, Nominal vs Real Values
	
	

	
	
	
	

	25-Feb
	MIDTERM EXAM 1
	
	

	
	
	
	

	WEEK 7
	Introduction to Macroeconomic theory
	Text, Chap 10
	Chap 10 homework (ecollege) 

	27-Feb
	Aggregate Supply and Demand
	
	Journal Data 4


	Week 8
	Classical and Keynesian Macro Analysis
	 Text Chap  11
	Ecollege homework

	
	The self-correcting economy does it exist?
	
	

	
	Consumption,Real GDP, and the Multiplier
	
	

	
	
	

	Week 9
	
	Text, Chaps 12                Ecollege homework

    

	12-Mar
	Keynesian Fiscal Policy
	
	

	14-Mar
	 Keynesian Fiscal Policy (cont’d)
	
	Article 3

	
	
	
	

	Week 10
	
	Text, Chaps 13
	Ecollege homework

	19-Mar
	Exam chap 10-12
	
	Big Mac 4

	21-Mar
	The Public Debt and our Economy
	
	

	
	
	
	

	
	
	
	

	Week 11
	
	Text, Chap 14
	Ecollege Homework

	2-Apr
	Money and the Money Supply
	
	Article 4

	      4-Apr 

4-Apr
	What is Money: How Do Banks and Central Banks
	
	

	
	Impact the Money Supply and the Economy
	
	

	
	
	
	

	Week 12
	
	Text, Chap15
	ECollege homework

	9-Apr
	Monetary Policy
	Journal Data 5

	11-Apr
	Exam—chap 14 and 15
	
	

	
	
	
	

	Week 13 

	
	Text Chap 33
	Ecollege homework

	16-Apr
	Exchange Rates
	
	Article 5

	18-Apr
	 Balance of Payments
	
	

	
	
	
	

	Week 14
	
	Text Chap 16
	Ecollege homework

	23-Apr
	Stabilization in todays global economy
	
	Final Journal Report

	25-Apr
	
	
	

	
	
	
	

	Week 15 

	Stabilization in todays global economy
	Text, Chap 17
	Article 6 due

	30-Apr
	
	
	Big Mac 5

	2-May
	Review
	
	


	
	
	
	

	FINAL EXAM:
	
	

	
	
	
	


The tray that carries all of your McDonald’s goodies is the symbol used to represent the Economics classes you take in the business program.  The tray holds up the food; the economy holds up the business!









