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NOMINAL VALUE

Price x Quantity.
Value now.

Measured in current
dollars.

Eg output in 1961 was
$500.

Cannot compare
between years.

Tells you changes in
prices and outputs.

REAL VALUE

Base year Price x
Quantity.

Takes into account the
changing value of dollars.
Adjusted for changes in
prices (inflation).

Allows for comparing
between years.

Tells you changes in
outputs only.
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Nominalandrealvalues
NOMINAL (NOW)

Are calculated using current
dollars -the prices that
applied in the year the data
was calculated.

Do not have the effects of
inflation removed.

Cannot be meaningfully
compared from year to year.
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REAL (REAL)

Are calculated using
constant prices —the
prices that applied for on
of the years is used to
calculate values for all
years.

Have the effects of
inflation removed.
Can be meaningfully

compared from year to
year.
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Active
Learning Calculate real GDP in Ecoland for each year

Year Nominal CPI Real GDP
GDP (baﬁeogg7r is

2004 $200 1100

million
2005 $300 1200
million
2006 $150 1050
million
%" base year real GDP

P
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Uses ofreal GDP
Measure the rate of economic growth.

Compare changes in standard of living.

Compare standard of living between
different countries.

Compare the rate of economic growth
between countries.
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Active

Learning
YEAR Mexico
Real GDP 650,000
million
Population 107
million
Real GDP

per capita

Calculate real GDP per capita for
the following countries

Japan  Australia New
Zealand
4,000, 420,000, 94,000
000 million million
million
130 20 4
million | million million

Iceland

9,000
million

1
million





