
 

The Good the Bad & the Ugly - Part 1





Why do I need this session?
1. You need to reason out political, social, geographical occurrences in a GD, 

WAT or PI (Unless you want to do them in the MTV Roadies Style)

2. Able to relate to and understand Current affairs like economic slowdown, 

budget, CAA better. (Also makes you create sensible memes on FB)

3. Knowing Economics and able to speak its language is charming. ( Even better 

than your Bio in Tinder)

4. Also because you need as much info as you can take with you( Not just 

because you paid for it)

5. Between Economics and Moral Science which one was an Academic subject?



The Balance.. Which Never Exists



The Imbalance Starts 



What Happens Now?



Some Important Terms

1. Theory of Non Satiation

2. Ceteris Paribas

3. Factors of Production: Land, Labor, Capital, and 
Entrepreneurship.



Inflation

Inflation means continuous/consistent expansion of money or 
increase in supply of money in the economy and therefore the price 
of goods

In inflation money supply increases faster than the demand of 
money in the market, so money loses its value due to oversupply 
of money and this causes rise in price.



DEMAND - PULL INFLATION

  Due to an excess of demand over supply for the economy as a 

whole. 

Consequent to demand, critical production factors are being fully 

utilized 



 COST - PUSH INFLATION

General price levels rise owing to rising input costs like

1) Rising wages, 

2) increases in corporate taxes, and 

3) imported inflation. [imported raw or partly-finished goods may 

become  expensive due to rise in international costs or as a result of  

depreciation of local currency ]



Reasons for Inflation

1. Deficit financing. The Government of a country tries to grow 
the Economy of its country and spends more for this cause. 

2. When public expenditure increases but the supply of goods 
does not. 

3. Fast growing population in a country.
4. The large inflow of foreign currency in a country 
5. When per capita income increases then demand of various 

goods in the market also increases. 



Other Related Terms

1. Deflation is a general decrease in all prices across an 

economy. 

2. Hyperinflation are characterized by very rapid increases in 

the price level across the economy. 

3. Stagflation faces rising prices and falling output.



National Income - A country’s wealth

National Income = C + I + G + (X – M)
Where,

C = Total consumption expenditure

I = Total investment expenditure

G = Total government expenditure

X – M = Export - Import



GDP - Gross Domestic Product

Gross domestic product is the value of all final goods and services 
produced within the boundary of a nation during one year. 

GDP calculation includes income of foreigners in a Country but 
excludes income of those people (citizens) who are living outside 
of that country.



GNP - What is it?

GNP is the value of all final goods and services produced by the residents of a country in a financial year 

                           

                           GNP = GDP + X - M
Where,

X = income of the people of a country who are living outside of the Country

M = income of the foreigners in a country



How are Metrics Calculated?

Market Price.

Market price is the price at which a product is sold in the market. 

It includes the cost of production in the form of 

wages, rent, interest, input prices, profit etc.

It also includes the taxes imposed and subsidies provided by the government. 

Factor cost.

Unlike market price, factor cost does not reflect the effect of taxes and subsidies. It takes into 
account only the actual cost of production including the profit.



CPI and WPI
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Contact Info
          Available at CL Tambaram/ OMR Desk


