2-2: Economic Conditions Change

The Business Cycle

1. What are the four phases of a business cycle?

2. What is the definition of prosperity and how does it affect the economy?

3. What are some of the similarities and differences between a recession and a depression?

4. Explain what the recovery stage is.

Consumer Prices

5. What is inflation?

6. Who does inflation affect the most?

7. One type of inflation occurs when the _________ for goods and services is _________ than the supply.

8. Can mild inflation help or hurt the economy?

9. A _____________ is a # that compares prices in one year with the prices in some earlier base year.

10. What is the definition of deflation?

Interest Rates

11. Who is affected the most by interest rates and why?
12. The ______________ is the amount individuals pay to borrow for the purchase of a new home.

13. The ______________ is the rate for time deposits at savings institutions.

Key Concepts

1. True or false. Deflation results in lower buying power of money.

2. True or false. When consumers increase their borrowing, interest rates tend to decline.

3. The phases of the business cycle  in which unemployment is highest is:
A. Recession

B.  Recovery

C. Prosperity

D. Depression
