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Overview

1. The aim of Class 1 is to refresh our understanding of national accounts

2. National accounts are important as they are the language
macroeconomists use to describe the economic world

3. To understand national accounts we need two key concepts:
a. Stocks and Flows
b. Sources and Uses

4. To understand national accounts it may also help to think of the
economy graphically...

5. POPCKSY YILI GKAa (2 GKS aOz2yairai:
6. The CAM records two types of transactions:

a. Current Account Transactions
b. Capital Account Transactions

7. This can be illustrated using Ugandan data
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1. The aim of Class 1 iIs to understand the national accounts

Example consistency accounting matrix

Current Account

10

Capital Account

I i I1=17 +j¢ ¥Y=Co9+CP+X-J+I
T,-SUB + 057 79 =T,-SUB+0S°
+Tp +NTY
W+II+Y, NTP + INT?® NT? + NFP™ YP =W+ TI+Y, +NTH
+INT? + NT* + NFP™
J INT® INT? J+INT® + INT®
Savings and Borrowings
s? AL® ABP AFBY S7+AL% +ABP +AFBY
AM AM
s ALP® AFB* S* + AL™ + AFB*
CA AR* CA+ AR*
59 5P ca SY+S5° +CA =1
Y+J=Ti-SUB G+89 =77 CCP+8°P =YP X+NTY 1 AL+ AR* | 1P+ ABP + AM | AFBY + AFB® |i=1° +/°
+08% +(W+ II+Y,) +J +NT® + NFP" = CA
Notes: G in column B is defined as G = GY + NT* + (INT™ + INT®). CC” in column D is defined as CC” = C” + T, + INT®. AL in column G is defined as AL = AL + AL®® .
SourceAgenor Table 1.1
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2. National accounts are important as they are the language

macroeconomists use to describe the economic world

/ G 2 K ZfaulSisthe replacemenlofseriousdiscussiomfworld\
trade by what | have come to think of as & LJ2 L
internationalism?..

...Oneshouldnot ignore the role of editors,who often prefer
what pop internationalistshave to say to the disturbingly
difficult ideas of people who know how to read national
accountsor understandthat the trade balanceis also the
differencebetweensavingsandinvestmeni

- PaulKrugman Pop Internationalism, 19@
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3. To understand national accounts we need two key concepts

a. Stocks and Flows

Example Flows
ARevenue
AExpenditure

Flow Flow Flow

Example Stocks
AAssets
AlLiabilities
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3. To understand national accounts we need two key concepts
b. Sources and uses

A National accounts record how funds flow around the economy
A Every flow must have both:

I A source: where it comes from

I A use: where it goes to

A Therefore we deal only with identities and budget constraints to track
where these flows move

I Hence we only use addition and subtraction.
A ¢KAa A& GKS arYS ARSI | a GKS 4GRS
accounting

A National accounts also record stocks.
A These are found in national balance sheets

A Thesearal2 TF a0l 3ISQ Ay 2dzNJ I yI f &a;
A They can be constructed from flow accounts

A Theyare also of increasing relevance when considering stocks of
natural resources

A Seeworkbyi KS ! bQa {eaitaSvya 2F bl (A:
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3b. Double entry accounting is a method of keeping track of

these sources and uses.

Example consistency accounting matrix

Uses oD 2 @u@ds in Uses oD 2 @u@ds in
Current Account Capital Account

Sources of
D 2 dudds
in Current >
Account

Sources of >
D 2 dudds
in Capital
Account

{ SOG2NE | LIISFNI G6AO0OSY 2y 0SS F2N (KS)

F2N) OKSANI aaid201¢ UNYyal OdAa
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