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Lesson 4: 
          Some of the most important concepts in economics


1/Interest rates:
    When someone lends money to someone, he expects an additional amount in return. This amount is called interest.
    In the short term, this rate is usually controlled by central banks, but in the long term, it is determined by market forces and depends on the inflation rate and expectations about the future of the economy.
    The mechanisms through which central banks manage short-term interest rates are called monetary policy.

2/Financial policy:
    Governments can control the economy largely simply by adjusting their spending methods and through a set of mechanisms that make up fiscal policy.
    When government spending increases, this usually leads to an increase in demand and thus an increase in prices, which means that the rates of growth and inflation will also increase, and vice versa.
    From this standpoint, governments try to increase the volume of their spending during periods in which growth and inflation rates decline, while they tend to reduce it during periods in which economic growth and inflation rise.


