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Unit 1: Introduction to economics

Opportunity cost of 1 unit of X

Opportunity cost of 1 unit of X = 
Units of Y forgone
Units of X gained

Unit 2: Microeconomics

Competitive markets

Allocative efficiency

MSB = MSC

Where:

• MSC = MPC + MEC: marginal social, private and external cost.

• MSB = MPB + MEB: marginal social, private and external
benefit.

Social cost

Private cost + External cost

Social benefit

Private benefit + External benefit

Area of a triangle

A = 
1
2

bh

Where:

• b = base

• h = perpendicular height

Elasticities

Price elasticity of demand

PED = 
% Δ Quantity demanded

% Δ Price

Price elasticity of supply

PES = 
% Δ Quantity supplied

% Δ Price

Income elasticity of demand

YED = 
% Δ Quantity demanded

% Δ Income

Percentage change

New value − Original value
Original value

 × 100

Total revenue

TR = Price × Quantity

Unit 3: Macroeconomics

National accounting

GDP

Expenditure approach

C + I + G + (X − M)

Where:

• C = consumption; I = investment; G = government spending.

• X = exports; M = imports

Income approach

Wages and salaries + Rent + Interest + Profit

Output approach

Sum of all goods and services produced in an economy

Nominal GDP

Quantity of goods and services produced × Current prices

Real GDP

Quantity produced × constant prices

Or

Nominal GDP
Price index*

 × 100

Any price index: CPI, GDP deflator

GDP deflator

Nominal GDP
Real GDP

 × 100

GNI

GNI = GDP + Net factor income

Real GNI

Nominal GNI
Price deflator

 × 100

GDP per capita

GDP
Total population

GNI per capita

GNI
Total population

Aggregate demand

C + I + G + (X − M)

Where:

• C = consumption; I = investment; G = government spending.

• X = exports; M = imports;

Growth employment prices and inequality

Economic growth rate

New real GDP − Old real GDP
Old real GDP

 × 100

Unemployment rate

Unemployed
Labour force

 × 100

Where:

• Labour force = employed + unemployed actively seeking work.

Index number

Current value
Base-year value

 × 100

Inflation rate

New CPI − Old CPI
Old CPI

 × 100

Where:

• CPI = consumer price index.

Gini coefficient

A

A + B

Where:

• A = area between equality line and Lorenz curve; B = area
below Lorenz curve.

• Coefficient: 0 to 1. Index: coefficient × 100.

Real interest rate (approx.)

Nominal rate − Inflation rate

Unit 4: The Global Economy

Exchange rates

Currency conversion

Amount B = Amount A × e

Where

• e = units of currency B per 1 unit of A.

Currency change

Et − Et − 1

Et − 1

 × 100

Where:

• t = current period; t−1 = previous period.

A rise in this quote means A appreciates; a fall means A
depreciates.

Balance of payments

Trade balance

Exports − Imports

Current account

Goods balance + Services balance
 + Net income + Net current transfers

Account balance

Credits − Debits

Capital account

Net capital transfers
 + Net non-produced asset transactions

Financial account

Net FDI + Net portfolio investment + Net reserves
 + Net borrowing

Payments identity

CA + KA + FA + EO = 0

where

• CA = current account

• KA = capital account

• FA = Financial account

• EO = errors/omissions.

Development Economics

Happy Planet Index

HPI ≈ 
Wellbeing × Life expectancy

Ecological footprint
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