
Trends

Economic & 
Financial Forces

Impact of Government

Financial System

Supply & Demand

Economic Environment

Politics Interest rates & currencies
Economic cycles

International relations
Speculative bubbles, 
eg. dot com bubble

Interest rates
Effect on currency
Driven by economic 
conditions

Inflation
Money supply
Expectation of future

Business cycle
Recession
Upswing
Boom
Slowdown

Technology
Globalisation

Economic PolicyExchange rates
Inflation

Fiscal PolicyBudget deficit & surplus

Central Bank

Monetary policyInterest rates
Government debt
Lender of last resort

Banking supervision

Channel savings into investment
Provide liquidity

Insurance against risks
Allow diversification

Impact on supply and 
demand

Human/non-human 
resources
Cost of 
capital/interest rates

Competition - 
monopolies and 
oligopolies

Business cycle - rate 
of employment

Demand curve shows what 
people will buy at a given price

Price elasticity - impact price 
change has on demand

Equilibrium = balance between 
supply and demand
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