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Economic Policies
There are two main Economic Policies:
A) FISCAL

B) MONETARY



A) FISCAL Policy
AHMOZIONOMIKH NOAITIKH

The Government manages / controls
the Economy
via
Taxes, Regulations, Grants, etc.



FISCAL & MONETARY Policies
bring some results on
the Economy and
the Well being of Citizens

Affect the
ECONOMIC INDICATORS



ECONOMIC INDICATORS like:

1. GDP
o GDP per person
2. GNP

3. Inflation

» Cost of Living

» Boosting Business

» Supporting Companies
» Unemployment

» Grants






GDP
GROSS DOMESTIC PRODUCT

GDP=C+1+G+ NX

GROSS DOMESTIC PRODUCT =
+ CONSUMPTION
+ INVESTMENT
+ GOVERNMENT EXPENDITURES
+ NET EXPORTS
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Types of Government Spending
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GNP
GROSS NATIONAL PRODUCT

GNP=C+1+G+X-M

GROSS NATIONAL PRODUCT =
+ CONSUMPTION
+ INVESTMENT
+ GOVERNMENT EXPENDITURES
+ EXPORTS
— IMPORTS
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GNP
THE HOLY GRAIL OF ECONOMICS

v'THIS IS THE MOST IMPORTANT INDICATOR
BECAUSE IT IS THE BROADEST MEASURE OF
ECONOMIC ACTIVITY

v'VIRTUALLY ALL OTHER INDICATORS PROVIDE
INFORMATION ABOUT THIS ONE

v'THE MIGHTY GNP
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GNP
HOW TO CALCULATE GNP GROWTH RATES

(o1

E) -1 x4 x 100 = % growth rate of GNP
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GROSS NATIONAL PRODUCT COMPONENTS

CONSUMPTION
TVs
CARS /
GASOLINE
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FURNITURE
CLOTHES

DOCTOR's FEES

DINING OUR

INVESTMENT

FACTORIES

COMPUTERS

AIRPLANES

APPARTMENTS

BUILDINGS

HOUSES

GOVERNEMENT

TANKS

BOMBERS

SHIPS

ROADS

SCHOOLS

EXPORTS
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GROSS NATIONAL PRODUCT FORMULA

GNP

QUARTERLY
GNP

NAPM

EMPLOYMENT

INDUSTRIAL
PRODUCTION

CAPACITY
UTILIZATION

LEADING
INDICATORS

INFLATION

IMPLICIT
DEFLATOR

FIXED
WEIGHT
INDEX

PPI

CPI



GROSS NATIONAL PRODUCT FORMULA

CONSUMPTION INVESTMENT GOVERNEMENT

CAR SALES HOUSING CONSTRUCTION
STARTS SPENDING

RETAIL SALES BUILDING
PERMITS

PCEs / DURABLE
PERSONAL GOODS
INCOME ORDERS

NEW
HOME
SALES

CONSTRUCTION
SPENDING

FACTORY
ORDERS

BUSINESS
INVENTORIES

EXPORTS

MERCHANDISE
EXPORTS

IMPORTS

MERCHANDISE
IMPORTS



RELEASE DATES FOR ECONOMIC INDICATORS

REPORT RELEASE DATE IMPORTANCE
CAR SALES

PURCHASING MANAGER’S REPORT

EMPLOYMENT
PPI

RETAIL SALES

INDUSTRIAL PRODUCTION /
CAPACITY UTILIZATION

HOUSING STARTS /
BUILDING PERMITS

CPI

PERSONAL INCOME /
CONSUMPTION SPENDING

LEADING INDICATORS

NEW HOME SALES
CONSTRUCTION SPENDING
FACTORY ORDERS

BUSINESS INVENTORIES / SALES

MERCHANDISE TRADE DEFICIT



Consumption expenditures represents more
than half of GNP

B CONSUMPTION  E INVESTMENT EGOVERNMENT ETRADE
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MARKET REACTION TO GNP
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MARKET
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MARKET REACTION TO GNP

INTEREST
RATES

/ BOND

ECONOMY MARKET

</

INTEREST
RATES
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ECONOMY




FIXED-INCOME

EQUITY

DOLLAR

HOW THE MARKETS REACT to GNP
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How Government affects Inflation

IF THE ECONOMY IS GROWING TOO RAPIDLY
AND THE INFLATION RATE IS TOO HIGH,
THE CENTRAL BANK / FED WILL TIGHTEN

MONETARY POLICY BY SLOWING DOWN THE

GROWTH RATE OF BANK RESERVES,
WHICH WILL RAISE
SHORT-TERM INTEREST RATES
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GDP & Inflation

Inflation rate

GDP Growth

1970

1975

Maximum sustainable

GDP growth is

somewhere between

2.5% and 3%

1980

1985 1990

Year

When GDP growth is
negative, the
economy is in

recession

1995 2000 2005

Sharp increases in
inflation generally
follow periods of
excessively rapid GDP
growth



How real GDP affects Inflation

(%) —US real GDP YoY —CPI YoY M2 YooY Fed securities holdings (RHS)
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GDP Growth (%)

Annual Change

How real GDP affects Inflation
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Def | ator / amonAnOwpLoTAC

FIXED PRICE DEFLATOR

* The Fixed Price Deflator tells us what is happening
to inflation.
* It is a pure measure of inflation

IMPLICIT DEFLATOR

* The Implicit Deflator measures price changes and
changes in spending patterns
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AmtonmtAnBwplotnc

2TAOEPO2 ANOMNAHOPQTH2 TIMH2

* O AmomAnBwplotng ZtaBepnc TIUNC poc AEEL TL
ouuPalivel pe tov tAnBwpLopo.

* Elval eva kaBapo petpo tou mMAnBwplopou.

Eppeocog anonAnBwplotng

* O gupeococ amonAnBwpLoTAC LETPA TLC LETAPOAEC
TWV TIHWV KOl TLC LETAPOAEC OTA TIPOTUTIAL
darmavwv



AmtonmtAnBwplotnc

> O anonAnBwpioTnc AEMM sival evac oikovouIKOC
OEIKTNG NOU PETPA TN METABOAN TWV TIHWV OAWV
TWV TEAIKOV ayadbwyVv Kal unnpeciwy Nou
napayovTal eyxwplida, CUyKpivovTac To
OVOMAOTIKO JE TO npaypaTtiko AEr.

> YnoAoyileTal w¢ kal BonBa oTtov dlaXwpIoPO
TNG au&énonc Tou AEM Aoyw TIHWV ano autnv
AOYw napaywync.



AmtontAnBwplotnc AEIN

> O anonAn@wpioTng AEN (GDP Deflator)

€lval evac OIKOVOMIKOC OEIKTNG MOU HPETPA TIC
aAAQyeC OTIC TIMEC OAWV TWV ayabwv Kai
UNNPECI®V MOU NapayovTdl eyXwpld, CUYKMOTIKA
LE €va £T0C Baonc.

> XPNOIJOMOoIEITAl YIa VA JETATPEWYEI TO
OvopaoTiko AENM (TpEXOUOEC TIUEC) OF€
NpayuaTiko AEM (oTabepec TIPES), apalpwWVTAC
TNV €nidpaocn Tou NANBwpIouOoU.



Baolka Xapaktnplotka Kot AtadpopEeC

» Oplopoc: Aeiyvel To emimedo TOV TIHOV TAPAY®YTS O€ Ui
OeOOUEVT] TTEPLOOO O€ OXEOT Le eva £ToC Baonc (0Tov 0 OeIKTNG
glval 100).

> I1ebio Epapuoyne: ITeprhaufaverl povo eyyopla sapayopeva
TIPOTOVTAL.

» AmontAnOwprotn g AEIT vs ATK (Aeiktng Tinwv Katavaien):

d O anmontAnOwprotnc AEIT kaAvstel OAeg Ti¢ vnpeotec/ayada
¢ owkovoulag, evw o ATK emikevtpwveTal HOVO 0€ AUTA TTOV
ayopadovv o1 KatavaAwTteg (cvpmeptAauavouevmy Twv
ELI0AYOYDV).

d O anmontAnBwprotc AEIT ypnowuosmotel eva petafarrouevo
"kaAaOl" ayaBwv, evw 0 ATK eva otaBepo.

» Xpnoluotnta: ATOTEAEL LETPO TOV
TANOwplopov/amoAnOwploUov TN TAPAYWYTC.




Inflation & Deflator

FIRST MARGARINE BUTTER DEFLATOR
QUARTER

Price
X Quantity 10
Total Spent 8.00

1.00
10

10.00

FIXED
PRICE
18.00 DEFLATOR

SECOND MARGARINE BUTTER DEFLATOR
QUARTER

Price
X Quantity 8
Total Spent 6.40

The Fixed Price Deflator,
which reflects price
changes, shows no

change

1.00
12
12.00

IMPLICIT
DEFLATOR

18.40

The Implicit Deflator, which reflects both
price changes and changes in spending
patterns, has risen 2.2% because consumers
feel wealthier and therefore buy more of
the high-priced goods.



Napadeypa Yrtodoylopou AntomAnBwplotn:

Ac vtoOeoovpue pia astAn olkovouia JsTov TAPAYEL LOVO UNAQL:

. 'Eto¢ Baoncg (2020):
0 [Tapaywyr): 100 unia

0 Twun): 1€ / unAo

0 Ovouaotiko AEIT 2020: 100 pnAa x 1€ = 100€

'Etoc 2021:

[Tapaywyr): 100 unAa (n tapaywyr eUeve 101a)
Twn): 1,20€ / unio (o1 tipeg avéndnkav)
Ovouaotiko AEIT 2021: 100 unAa x 1,20€ = 120€
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YmoAoyiopoc AmonAnBwprotn AEII (2021):
Ovouaotiko AEIT 2021: 120€
1. ITpayuatiko AEIT 2021: (IToootnta 2021 x Tiurn 'Etovg Baong) =
100 punAa x 1€ = 100€
2, AmtonAnOwpilotnc:

Epunveia:
O amonmAnOwploTrn¢ 120 detyvel OTL 01 TIpEG avéndnkav kata 20% oe
oxeomn ue to €tog Paong (120 - 100).

Baowa Ytoiyeia

» Tumog: ONOMAXTIKO AEIT / ITPATMATIKO AEII X 100

> Awagpopa pe ATK: O amomAnBwpiotng AEIT meprtaaufaver povo o,t
apayetal eyxmpla, eve o Aeiktng Twwov Katavaiwtr) (ATK)
eprAaupavel kan eloayoueva ayada.

» YKOTOG: Aelyvel moon asmo v avénon tov Ovouaotikov AEIT -,
OPEIAETAL OTNV AVENOT] TOV TIHWOV KAL 01 OTNV AVENOT NG
TTAPAYWYNC.




B) MONETARY Policy

The Government manages / controls
the Economy
via

Bank Reserves,

Interest Rates,
etc.
via
FEDERAL RESERVE Policies

CENTRAL BANK Policies
ECB Policies:






THIS IS THE WAY PEOPLE THINK MONETARY POLICY WORKS

FEDERAL
RESERVE
ECONOMY BANK
INFLATION RESERVES
MONEY

SUPPLY




THIS IS THE WAY IT REALLY WORKS

FEDERAL
RESERVE

ECONOMY

INFLATION

CONSUMER &

MONEY
SUPPLY

BUSINESS

~

OPEN MARKET
OPERATIONS

BANK
RESERVES







THE FEDERAL RESERVE / CENTRAL BANK / ECB
POLICY
TRANSMITS POLICY CHANGES
TO THE ECONOMY
VIA
CHANGES
IN INTEREST RATES



BECAUSE
THE FEDERAL RESERVE / CENTRAL BANK / ECB
PLAYS A MAJOR ROLE
IN DETERMINING
INTEREST RATES ...

MARKET PARTICIPANTS
MUST UNDERSTAND
HOW IT WORKS



HOW THE FEDERAL RESERVE PUTS THE BRAKES ON THE ECONOMY

GROWTH
OF BANK
ECONOMIC RESERVES SHORT-
GROWTH TERM
o0 - —> NTEREST
RATES
RISE
INFLATION
TOO
HIGH IF THE ECONOMY IS GROWING TOO RAPIDLY
AND THE INFLATION RATE IS TOO HIGH,
THE FED WILL TIGHTEN MONETARY POLICY
BY SLOWING DOWN THE GROWTH RATE OF

BANK RESERVES,
WHICH WILL RAISE S
HORT-TERM INTEREST RATES



THE FEDERAL RESERVE / CENTRAL BANK / ECB
POLICIES

AFFECT MASSIVELY

THE MARKETS






Economic Markets

There are four main MARKETS

(Two major and Two vital ones)

A) Bond Markets
B) Equity Markets
C) Currency Markets
D) Commodity Markets



ALL MARKETS are affected by ...

MARKET FORCES

mainly the law of

Demand & Supply
(Zntnon & Npoodopa)



TWO MAIN MARKETS

A) Bond Market refers to
o Bonds (OpoAoya)
o Debt (Xp€oc)

B) Equity Market refers to
o Stock Exchange (Xpnuotiotnpto)




A) BOND MARKET

Bond Market refers to
o Bonds (OpoAoya)
o Debt (Xp€og)

Bond Market refers to

Bonds (OpoAoya)

Debt (Xp£oc)

Fixed Income (Anodooeic ZtaBepov Etcodnpatoc)
Central Banks (Kevtpwkn Tpanela Kumtpou)
European Central Bank (Kevtpwn Eupwrawkn Tpdnela)
Federal Reserve Bank

O O O O O O



FIXED-INCOME MARKETS ARE DIRECTLY LINKED TO INTEREST RATES

Ol 2TAOEPOY EIZOAHMATO2
AMNMOAOZEIZz n ENENAY2EI2
EMHPEAZONTAI AMEZA
AMNO TA ENITOKIA

Ol ANOAOzEI2
TON OMOAOTIQN
ENMHPEAZONTAI AMEZA
AMNO TA ENITOKIA

Suppose the European Central Bank issues a BOND at prevailing
interest rates, say 8%



FIXED-INCOME MARKETS ARE DIRECTLY LINKED TO INTEREST RATES

Suppose the Central Bank issues a BOND at prevailing interest rates, say 8%

8%

If interest rates fall to 6%

6%

If interest rates rise to 10%

10%

O

O

$1,000

The BOND buyer will pay par value $1,000

$1,200

The price of the BOND rises
Because its return is higher than of a new bond

$800

52

The price of the BOND falls
Because its 8% is less attractive



HOW THE ECONOMY AFFECTS THE FIXED-INCOME MARKETS

/\ -

RATES

)

ECONOMY —>
BOND

MARKET

\

INTEREST
RATES

ECONOMY

BOND 53
MARKET

A




B) EQUITY MARKET

Equity Market refers to
o Stock Exchange

H ayopa peTOYWV ovapEPETAL OTO
XpnuatiotnpLo



The Stock Exchange is
influenced by:
1) The Profits of the Listed Companies
2) Macroeconomics
3) Inflation
4) Interest Rates

Ol ANMOAOzEI2
TQN XPHMATIZTHPIQN
ENMHPEAZONTAI AMEZA ANO:

TA KEPAH TQN EIZHTMENQN ETAIPEIQN
THN NMOPEIA THZ MAKPOOIKONOMIA2
TON NAHOQPIZMO

TA ENMITOKIA

= 5



THE STOCK MARKET IS TIED TO CORPORATE PROFITS — PLUS THE
ECONOMY, INFLATION, AND INTEREST RATES

CORPORATE
PROFITS

ECONOMY

== STOCK MARKET = INFLATION

I

INTEREST
RATES




INndex

HOW THE S&P 500 TRACKS CORPORATE PROFITS
US - Corporate Profits After Tax vs. S&P 500 Index

MacroMicro.me | MacroMicro

10K 4.5K
K =
:
1K @
-
15K §

100 0
1990 2000 2010 2020

— S&P 500 (L) — US Corporate Profits After Tax (SAAR, R)



HOW THE MACROECONOMY AFFECTS CORPORATE PROFITS AND STROCK PRICES

ECONOMIC

GROWTH

RISE

INFLATION

DECLINES

CORPORATE
PROFITS

RISE

<

INTEREST
RATES

DECLINE

STOCK
PROFITS

RISE
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HOW THE MACROECONOMY AFFECTS CORPORATE PROFITS AND STROCK PRICES

ECONOMIC
GROWTH
DECLINES

N

INFLATION
RISES

/\ CORPORATE STOCK
PROFITS PRICES
R —> —>

DECLINE
RATES DECLINE
RISE
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FACTORS AFFECTING THE STOCK MARKET
MICROECONOMIC VARIABLES

MANAGEMENT TECHNOLOGICAL COST CONTROL
CHANGES DEVELOPMENTS PROCEDURES

N ]/

STOCK PRICES
CORPORATE PROFITS

/ | N\

INTEREST

INFLATION

MACROECONOMIC VARIABLES



C) CURRENCY MARKET

C) CURRENCY MARKETS refer to

o Exchange and Equivalent, Parity, at Par —
currencies

o AvtaAAayn kat lcoTLHio VOLLOMATWVY

The Currency Markets refer to
o Euro

o Dollard
o Yen
®




UsS
INTEREST
RATES
RELATIVE
TO RATES
OVERSEAS

RISE

DEMAND
FOR NON-

DOLLAR
INVESTMENTS

DECLINES

UsS
INTEREST
RATESE
RELATIVE
TO RATES
OVERSEAS

DECLINE

DEMAND
FOR NON-

DOLLAR
INVESTMENTS

RISES

DEMAND
FOR
FIXED-
INCOME
SECURITIES
IN THE US

RISES

THE DOLLAR DEPENDS ON US INTEREST RATES RELATIVE TO OVERSEAS RATES

VALUE
OF THE
DOLLAR

RISES

DEMAND
FOR
FIXED-

INCOME
SECURITIES
IN THE US

DECLINES

$
VALUE
OF THE
DOLLAR

DECLINES




D) COMMODITY MARKET

D) COMMODITY MARKETS refer to

o Buying and selling raw materials (oil, gas,
minerals, wheat, rice, etc.)

o Ayopad Kot TwAnon NPWTwV VAwV (rtetpEéAato,
VKA, OpUKTQ, ottapt, pUL, KAR)

The Commodity Markets refer to
o Raw Materials

o Agro products (yeast, corn, orange,
o Animal products (meat, milk,
o Mining products ( gold, zinc, aluminum, ..




Thank You

This presentation has been supplied on condition that anyone who consults it is understood to recognise that the copyright rests with its
author and that no quotation from this presentation and no information derived from it may be published and used without the prior
written consent of the author. ©2026 Nick Demos | ALL RIGHTS RESERVED
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