
Name ________________ 
INTRO TO BUSINESS 

Chapter 2-2 Economic Conditions Change 
 

Goal 1 Describe the four phases of the ______________ cycle. 
Goal 2 Explain causes of ______________ and ______________. 
Goal 3 Identify the importance of ______________ rates. 
 
THE BUSINESS CYCLE 
 
______________ – The ______________ of the business cycle 

 Most people who want to work are ______________ 

 Production numbers are at a ______________ high 

 ______________ are good 

 Rate of ______________ growth increases 

 ______________ for goods and services is high 
 
Recession 

 Eventually the economy begins to ______________ down 

 Demand begins to ______________ 

 Businesses ______________ production 

 ______________ begins to rise 

 GDP growth ______________ for two or more quarters 

 May not be too serious, or last very long, but can be trouble for workers in ______________ 
businesses (auto industry – batteries, tires, etc.) 

 
Depression 

 If a depression ______________ and ______________ it could move to the entire economy 

 Marked by ______________ unemployment, ______________ consumer sales, and business 
______________ 

 GDP falls ______________ 

 “Great” Depression (1930-1940) approx. ______________  of the US labor force was 
unemployed. 

 
Recovery 

 Unemployment begins to ______________ 

 Demand for goods and services ______________ 

 GDP begins to ______________ again 

 People gain ______________ 

 Consumer ______________ increases so spending increases 

 Begins the climb towards ______________ again. 
 
CONSUMER PRICES 

 ______________ – an increase in the general level of prices 



o Buying power decreases because it takes ______________ money to buy the same 
amount of goods and services 

 Causes of inflation 
o If ______________ for goods and services is ______________ than the supply, 

inflation of prices can happen 
o Wages can increase in times of inflation, but not ______________ enough to cover the 

rise in prices. 

 Measuring inflation 
o Mild inflation (2 or 3%) can actually ______________ growth as businesses make 

higher profits and tend to expand production and hire people 
o CPI – ______________ – a number that compares prices in one year with the prices of 

the earlier “base” year. 

 Deflation 
o A ______________ in the general level of ______________ 
o Generally happens during ______________ and depression periods  
o Prices of products are ______________, but people have less ______________ to buy 

them. 
 
INTEREST RATES 

 Types of interest rates 
o Interest rates represent the ______________ of using money 
o Like everything else, money has a ______________ 
o Higher interest rates mean higher ______________ for both businesses and 

consumers 
o Interest rates on loans vary, but if your credit history is ______________, you tend to 

pay ______________ interest rates. 

 ______________ rate – the rate banks make available to their best business customers, such 
as large corporations 

 ______________ rate – the rate financial institutions are charged to borrow funds for the 
Federal Reserve Banks 

 ______________ – the yield on short term (13 week) US government debt obligations 

 ______________ rate is the amount individuals pay to borrow for the purchase of a new 
home 

 ______________ bond rate – the cost of borrowing for large US corporations 

 Certificate of ______________ rate – rate for time deposits and savings institutions 

 Changing interest rates 
o Each day the cost of money (interest) ______________ because of various factors 

 The supply and demand for ______________ is the major influence on the level 
of interest rates 

 As the amount ______________ increases, the interest rates tend to 
______________ 

 This is because ______________ funds are available to loan 

 


