“Market Regulations.”

Business Cycle is “Fluctuations in overall business activity accompanied by swings in the unemployment rate, interest rates, and corporate profits. Over a business cycle, real activity rises to a peak (its highest level during the cycle), then falls until it reaches a trough (its lowest level following the peak), whereupon it starts to rise again, defining a new cycle. Business cycles are irregular, varying in frequency, magnitude, and duration.” Can we ever control the business cycle? What drives a business cycle up or down? Because of this, it causes a boom or bust in the economy.

Because of Business Cycles, many things happen to the economy. Depending on the cycle, unemployment rates rise, interest rates rise, and supply and demand of goods and services drop.

Business cycle usually has four cycles. Rise, recession, depression, and recovery. Usually business cycles would recover. Booms would cause a rise in the business cycle and boost GDP; the boom hover ever would drop GDP.

With the business cycle in the rise stage, demand and supply rates are up and the economy is doing great. Unemployment rates are low, interest rates good, wages are good, and laborers accepted unions. Also in the rise stage, the economy is doing “too” good and something happening to hit the economy at its peak. Prices rise “too” high and the business cycle and economy starts going into a recession.

In recession Unemployment rates rise, good and services productions rates drop because of high prices, and demand for products drop. During recession the economy is doing badly. Interest rates sky rocket and the rich get richer. This cause a bust. Most recession periods are temporary, but temporary can mean years.

Once recession gets real bad, it causes a depression.

A depression is “a term commonly used for a sustained downturn in the economy. It is more severe than a recession (which is seen as a normal downturn in the business cycle). Like a recession, the start of a depression is characterized by increases in unemployment, restriction of credit, reduced output and investment, price deflation, numerous bankruptcies, and reduced amounts of trade and commerce. Unlike a recession, there is no official definition for a depression, even though.”

The biggest US depression was in the 1920’s. During depressions it is possible to make tons of money, during most depressions, business go through booms, because prices are lower and when the economy comes back up, they will make money over night. It doesn’t last long. “The only way to cure a depression is to create a demand.” says John Keynes.

After depression comes a recovery. Most times an economy will recover and get back on track. Recovery is good for the economy; business owners hate it and love it. During the period, prices fall, unemployment rates drop, demands are created, and the GDP rises.

An example of a real output is shown in the picture below.

