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The Economy 

Economic is a term used to refer to how a country tries to 

satisfy people’s needs and wants with limited resources. In 

the study of economics, we’re trying to look at the actions of 

governments, consumers, businesses and banks in our 

country. Economics is linked with human psychology. The 

economy is a man-made environment in which we live. It 

affects everything we do. 

How does the economy affect you? 
• Education (skills needed) 

• Work 

• Businesses (work for or shop at) 

• Banks/banking 

• Welfare payments 

• Wages 

• Goods and Services 

Parts of the economy 
1. Consumers - people 

2. Businesses 

3. Governments – federal and state 

4. Banks/financial 

5. Trade 

Types of Economies 

 
Command: High government control. The government 

owns most of the resources. Very little private ownership. 

Capitalist: High individual ownership, little government 

control. 

Mixed:  Some government control, some individual 

ownership. 

Economic Model 

 

The Business Cycle 

The business cycle sis also called an economic cycle. The 

cycle simply shows the historic performance of the 

economy. The economics performance is measured by how 

many goods and services a country produces divided by the 

population � gross domestic product GDP. The GDP of an 

economy will go up and down. It is measured every 3 

months. 

 

 

• The Great Depression: 1929-1939 (Start of WW2) 

• Recession: too little spending 

• Booms: too much spending 

Types of Interest Rates 

Fixed Interest – this is where interest is set at a fixed rate for 

part of the loan, for a specific period or life of the loan. 

Positives 

• Protects you from interest rate rises 

• Makes repaying your loan predictable 

Negatives 

• Cannot take advantage of falling interest rates 

• A penalty if you repay your loan early 

Variable loan – this interest on variable loans goes up and 

down with the official interest rates set by the RBA. 

Positives 

• If rate do down you save 

• You can pay off your loan quicker 

Negatives 

• If rates rise you pay more 
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Inflation 

Inflation is the rise of prices over time. Inflation: lessons the 

value of money and lowers the standard of living. Inflation is 

caused by an increased demand for limited resources. 

Inflation is measured using the consumer price index (CPI). 
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Basket (goods + services): petrol, electricity, computers, 

cars, clothing groceries etc. 

The Process of Inflation 

1. Confidence in the economy leads to increased 

spending by consumers and businesses. 

2. Businesses try to accommodate spending by 

producing more goods and services. 

3. Businesses reach a point where they cannot produce 

at the given prices due to limited resources. 

4. This leads to price rises (inflation). If inflation gets 

too high the government will intervene using its policies. 

Overseas Influence on the Australian economy 

As we have seen in our global world. All the nations are 

linked together. 

 
Two main influences of overseas 

1. Exchange rates – the value of the Australian dollar 

effects our exports 

$A �  Exports  $A �  Exports 

2. Strength and long-term outlook of the economy 

The present and future strength of our economy will attract 

foreign investment � opening business, buying business, 

buying shares or other investments. 

The Australian economy is at a strong position because: 

China is buying more of our minerals (more jobs/profits), 

Australian banks did not loose any money in the GFC (little 

dept compared to other nations), increase in property prices 

and low unemployment at 5.5%. 
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