“Introduction to economics”
Economics is a branch of social science that deals with the production and distribution and consumption of goods and services and their management; and with the various related problems of labor, finance, taxation, etc. it is the study of choice and decision-making in a world of limited resources. Economics examines the allocation of scare resources among competing wants. All individuals face scarcity in one form or another. Scarcity forces people to make choice; there is also an opportunity cost of not doing one thing because another thing has been chosen. Economics also explore the principles of supply and demand and how prices are determined. Other topics include growth and productivity, global interdependence and the interrelated roles of consumers, producers and government in an economic system. In general economics is the study of how to use our limited resources to satisfy our unlimited wants as fully as possible, and the incentives that influence and reconcile our choices. People make decisions by comparing cost and benefits, their behavior may change when the cost and benefit changes, with that said people respond to incentives. . Economies vary from country to country but the idea and concept of it remains the same. Choosing what to produce and how to produce it to provide the greatest benefit is paramount.
Economics is divided into two branches micro and macro-economics.

Microeconomics is the study of the economic behavior of individual consumers, firms and industries and the distribution of production and income among them. It considers individuals both as suppliers of labor and capital and as the ultimate consumers of the final product. It analyses firms both as suppliers of products and as consumers of labor and capital. Microeconomics seeks to analyze the market form and other types of mechanisms that establish relative prices amongst goods and services and/or allocates society’s resources amongst their many alternative uses. In order to be able to solve some microeconomic problems, one has to have a complete knowledge of the demand and supply analysis, the production possibilities frontier, the marginal analysis, and the concept of the opportunity cost. Each of these introductory concepts are used to help illuminate the discussion of contemporary policy issues (e.g., the minimum wage, farm subsidies, and the economics of crime). The role of government in correcting for alternative types of market failure is also examined
Macroeconomics  is The study of the sum total of economic activity, dealing with the issues of growth, inflation and unemployment and with national economic policies relating to these issues. The study of aggregate economic variables such as national income, employment, interest rates, exchange rates, and prices. Often because of aggregation which is the study of aggregate economic activity and, in particular, the study of real GDP growth, unemployment, and inflation. Inflation (or Deflation) is a macroeconomic concept referring to an increase (decrease) in the absolute price level over some defined time period. An increase in the price of all goods has the effect of reducing the purchasing power of money and money incomes and thus must be taken into account when planning future economic activity.  Macroeconomics is the study of the entire economy in terms of the total amount of goods and services produced, total income earned, the level of employment of productive resources, and the general behavior of prices. And it can be used to analyze how best to influence policy goals such as economic growth, price stability, full employment and the attainment of a sustainable balance of payments. Basic concepts and problems of macroeconomics include: The Business Cycle: Expansions, Recessions and related problems. Cyclical Unemployment: Job opportunities; Inflation (deflation) and its causes and effects; International Balance of Payments: Trade deficits, foreign investment, exchange rates; Overall Economic Growth and its determinants; Government Stabilization Policies: Fiscal Policy and Monetary Policy; and last but not least Federal Government Budget Deficits/surpluses.

In this course we are looking to understand and learn the relationship between supply and demand and their elasticities; the relationship between savings and investment; GDP and standard of living; inflation and unemployment. We are also looking to understand how a country benefits from specialization and trade and how economic growth expands our production possibilities; People benefit from economic interactions-trading goods and services-with other people. Gains from trade occur because goods and services can be allocated in ways that are more satisfactory to people. Gains from trade also occur because trade permits specialization through the division of labor. People should specialize in the production of goods they have a comparative advantage in. Government influence real interest rate and markets by imposing taxes, price ceiling and price floors; and the powerful forces that are shaping our economic world and the different theories that help us solve and tackle economics problems such as inflation and unemployment.  

 National income represents the total amount of money that factors of production earn during the course of a year. This includes, mainly, payments of wages, rents, profits and interest to workers and owners of capital and property. it describes the way in which GDP is measured; as the sum of expenditures in various broad spending categories. GDP is the sum of personal consumption expenditures (C), private investment expenditures (I), government consumption expenditures (G), expenditures on exports (EX), minus expenditures on imports. National income is a term used to measure the monetary value of the flow of output of goods and services produced within the economy over a period of time. Measuring the level and rate of growth of national income is important to economists when they are considering the rate of economic growth and where the economy is in the business cycle; changes to overall living standards of the population; and while measuring income and wealth inequalities.
National income is different from GDP and NDP in that GDP and NDP measure the value of production, but NI measures payments to factors of production—wages, salaries, interest, rental income, and profits. one goal of national income accounting is to measure growth in these income measures over time. Both the gross national product and national income measures are used to determine the rate of overall economic growth. However, the interest is with growth in output not necessarily growth in expenditure. 

Say's law is a principle attributed to Jean-Baptiste Say stating that there can be no demand without supply. Or in other words supply creates its own demand.A central element of Say's law is that recession does not occur because of failure in demand or lack of money. The more goods (for which there is demand) that are produced, the more those goods (supply) can constitute a demand for other goods. For this reason, prosperity should be increased by stimulating production, not consumption. In Say's view, creation of more money simply results in inflation— more money demanding the same quantity of goods does not represent an increase in real demand. and that unsold goods will ultimately be sold when buyers and sellers find an acceptable sells, he also said that in the labor market , some people will be unemployed, but can find new jobs if they are willing to accept lower wages. He also said that a country is fully employed when there is an equality of aggregate supply and aggregate demand.
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John Maynard Keynes provided an alternative to the classical model; he argued that there is no self adjustment. Keynes taught the private economy was inherently unstable ; and argued that the great depression not a unique event and would recur if the reliance on the market to “ self-adjust” continued. In his view, the inherent instability of the marketplace require government intervention. with his book “ the General Theory”, as it became known, Keynes sought to develop an theory that could explain the determination of aggregate output - and as a consequence, employment. He posited that the determining factor to be aggregate demand. Among the revolutionary concepts initiated by Keynes was the concept of a demand-determined equilibrium wherein unemployment is possible, the ineffectiveness of price flexibility to cure unemployment, a unique theory of money based on "liquidity preference", the introduction of radical uncertainty and expectations, the marginal efficiency of investment schedule breaking Say's Law (and thus reversing the savings-investment causation), the possibility of using government fiscal and monetary policy to help eliminate recessions and control economic booms.  Indeed, with this book, he almost single-handedly constructed the fundamental relationships and ideas behind what became known as "macroeconomics". While Say’s law say that the intersection of aggregate supply and aggregate demand is full employment, Keynes argued saying that the intersection of aggregate supply and aggregate demand is the equilibrium and that it does not mean that a country is fully employed.
The aggregate demand is defined as the relationship between the real quantity demanded for the final goods and services and the price level. Aggregate demand is a measure of the ability to spend or a level of expenditure used to command varying quantities of goods and services at different price levels. This concept is a measure of purchasing power such that when prices increase with a given level of nominal income, fewer goods or services can be purchased.  The AD curve represents the set of coordinate points that represent equilibrium point in the Keynesian-cross model. The downward slope of the AD curve has been justified by the real balance effect and the interest rate effect. The real balance effect occurs because a decrease in the general price level increases the real wealth of people owning financial assets (loans, stocks, bond, and etc). The interest rate effect occurs because as prices fall, the quantity supplied of money in real term excess the quantity demanded. This leads to a fall in the interest rate and a rise in quantity demand of consumption and investment.

The aggregate supply is defined as the relationship between the real quantity supply of final goods and services and the general price level. Underpinning this definition of AS is the assumption that relative input costs and output prices are adjusted so that no excess supply or demand for factor of production at any point on AS curve. So AS curve is the factor-market equilibrium curve. The long run AS curve may be argue to be upward slope due to the real balance effect. As price rise, the real wealth of financial assets falls, so the people who hold those assets are willing to work more. The reverse effect occurs when price fall, people are willing to work less due to increasing in their wealth.
Economists analyze short-run economic fluctuations using the aggregate demand and aggregate supply model. According to the model of aggregate demand and aggregate supply, the output of goods and services and the overall level of prices adjust to balance aggregate demand and aggregate supply. The aggregate-demand curve slopes downward for three reasons:  a wealth effect, an interest rate effect, and an exchange rate effect. Any event or policy that changes consumption, investment, government purchases, or net exports at a given price level will shift the aggregate-demand curve. There are three theories explaining the upward slope of short-run aggregate supply:  the misperceptions theory, the sticky-wage theory, and the sticky-price theory. Events that alter the economy’s ability to produce output will shift the short-run aggregate-supply curve

The classical model told that flexible product and input price will change response to either shift in AD curve or AS curve which lead to the new equilibrium in both market. It is important to note that based on the underpinning of AS curve, the input markets are still at equilibrium. The Keynesian model argues that there is price rigidity at some level, including in labor market, so that the new equilibrium cannot be reached in the short-run and the disequilibrium situation occurs. If price is prevented from falling, producers must reduce the new quantity produced to avoid to excess inventory, although they are willing to supply  larger quantity at the prevailing price. The result is that quantity actually supplied equal to quantity demanded in final good and services market, but the quantity demanded is less than quantity supplied in the model, which imply that disequilibrium occurs in labor market when the demand for labor in the labor market fall and some workers are laid off, but the wage rate is not adjust to the new lower equilibrium. In this case, the involuntary unemployment occurs. The reasons that make price rigid include oligopoly in output market, union labor, efficiency wage theory, and etc. 
     The related issues from the policy perspective consisted of three topics. First, how long it will take to readjust to the new equilibrium situation. Second, how the nature and magnitude of the social cost of involuntary unemployment is during transition period and possible solution to solve this problem. The last after a decrease in AD, the AD and AS curves do not intersect at any positive aggregate price level.
Money is the set of assets in an economy that people regularly use to buy goods and services from other people. money has three function in the economy, it is a medium of exchange, a unit of account, and a store of value. There are three primarily functioned of the Fed. It regulates banks to ensure they follow federal laws intended to promote safe and sound banking practices.; it acts as a bankers bank., making loans to banks and as a lender of last resort; it also conducts monetary policies by controlling the money supply. The Fed’s control of the money supply is  not precise because the Fed does not control the amount of money that households choose to hold as deposits in banks, and it does not control the amount of money that bankers choose to lend. In fractional reserve banking system banks hold a fraction of the money deposited as reserves and lend out the rest. When a bank makes a loan from its reserves, the money supply increases.
Monetary policies are demand-side macroeconomic policies. They work by stimulating or discouraging spending on goods and services. Economy-wide recessions and booms reflect fluctuations in aggregate demand rather than in the economy's productive capacity. Monetary policy tries to damp, perhaps even eliminate, those fluctuations. It is not a supply-side instrument. Central banks have no handle on productivity and real economic growth. Monetarists believe that nature's remedy for excess supply in any market is price reduction. If wages do not adjust to unemployment, either government and union regulations are keeping them artificially high or the jobless prefer leisure and/or unemployment compensation to work at prevailing wages. Either way, the problem is not remediable by monetary policy. Injections of new spending would be futile and inflationary. Aggregate demand shocks are partly absorbed by rising interest rates, whereas under interest rate rules they are allowed to exert their complete impact on output. However, as mentioned, money supply targeting exposes itself to money demand shocks while interest rate targeting shields output completely from it (thus it does not enter the volatility expression at all).
In general; monetary policy is one of the tools that a national Government uses to influence its economy. Using its monetary authority to control the supply and availability of money, a government attempts to influence the overall level of economic activity in line with its political objectives. Usually this goal is "macroeconomic stability" - low unemployment, low inflation, economic growth, and a balance of external payments. Monetary policy is usually administered by a Government appointed "Central Bank", the Bank and the Federal Reserve Bank. 

