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Discussion: The Phases of the Business Cycle
A business cycle is also known as economic cycle and is the downward or upward movement of the gross domestic product around its long-term growth trend (Koellinger & Roy Thurik, 2012). There are four phases of business cycles which include, peak, trough, expansion and contraction. The peak phase is the highest point of all the business cycles. This is the point in which the economy is producing at the maximum allowable output, employment is full and there is evidence of inflationary pressures on the prices of goods and services (Christiano, Eichenbaum & Trabandt, 2016).  Most people are willing to work at this time and thus the production output is at an all-time high. The expansion cycle is characterized by an increase in employment levels and economic growth. There is a general increase that is witnessed in the economy of the country as more people are able to acquire employment. There is also upward pressure on the prices of commodities. The phase signifies a movement from the contract phase which leads to an increase in the majority of the factors of production and the economy.
[bookmark: _GoBack] The contraction phase on the other hand is a critical phase of the business cycle that is characterized by slow growth, a decline in employment levels and reduction on pricing pressures. There are minimal transactions carried out which makes most of the business to lose out on the revenues that they were getting. The slowness in the economy forces most of the business to do away with some of the employees and this increases the level of unemployment in the country. There is increased competition for the work that is available and some of the businesses are no longer in operation (Christiano, Eichenbaum & Trabandt, 2016). The trough phase signifies the lowest phase of the business cycle. It is in this phase that the slowing of the growth of the economy ceases and basically the economy has reached a rock bottom. The businesses have closed and there is no hiring of workers that is going on. The unemployment levels are at an all-time high and most of the businesses are unable to keep enough working capital to keep their doors open. This leads to most businesses being shut down.


References
Christiano, L. J., Eichenbaum, M. S., & Trabandt, M. (2016). Unemployment and business cycles. Econometrica, 84(4), 1523-1569.
Koellinger, P. D., & Roy Thurik, A. (2012). Entrepreneurship and the business cycle. Review of Economics and Statistics, 94(4), 1143-1156.
