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Nominal and Real Figures
In the study of economics, there is a vital difference that one must be informed about. This distinction concerns nominal and real figures, which refer to whether or not the figures have been corrected or inflated. The nominal value is a measurement that considers the prevailing prices at a particular time. Taking the example of Gross domestic product (GDP), nominal GDP in 2018 describes the volume of individual final goods and services produced in 2018multiplied by the price in 2018. The real value represents a measurement that has been adjusted for inflation. These values are arrived at by using prices that prevailed at a single year. In this case, a reference year is set on which the value is based. For example, taking 2016 as a reference, the real 2018GDP would be attained by multiplying the volume of each good and service produced in 2018 with the price that prevailed in 2016. The difference between real and nominal figures can be explained with the help of examples based on income and gross domestic product.
Income can be defined as the amount of money received periodically either from work or from investments. However, a difference exists between real income and nominal income. Real income is an economic measure that approximates a person's actual purchasing capability in the open market after considering inflation. Real income subtracts an economic inflation rate per pound from a person's earnings resulting in a lower value pointing to a reduced spending ability. In deflation of costs, resulting negative inflation occurs, leading to a raised buying power of real income. For example, the United Kingdom experienced a high inflation rate in  March this year due to increase n oil prices. Therefore, t real income was significantly reduced when compared to the first quarter of 2019 before the emergence of the coronavirus pandemic. Nominal income differs from real income in that it is not adjusted to account for changing prices and living costs.
Gross domestic product is a critical macroeconomic concept that can show the clear difference between nominal and real figures. It entails the total volume of goods and services a nation produces. The real GDP is applied in macroeconomics to explain the economy while taking inflation into account. For example, due todue to Brexit and the coronavirus pandemic, inflation rates increased in the UK, leading to a decrease in the real GDP in 2020 compared to 2019. As earlier mentioned, nominal GDP only displays price changes. From an economic point of view, it is hectic to determine whether a rise in Gdp is caused by an increase in prices or by an increase in production level if the inflation rate is unknown. 
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