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(ii) Law of diminishing marginal returns
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Basic Econo
concepts

B HE A

FAR

Key Points FHRIRT
Economics as a social science AEPRER (T 'Hﬁfﬁr%j[%%
Scarcity, choice and opportunity cost P 1E é{%ﬂﬁ&‘;ﬁ RN
(i) The source of economic problems: scarcity (1) :T;ﬁ?fﬁjfg"f_lﬂjﬁwﬁ s
®  Unlimited wants and limited resources o T ?lf’f@ﬂ'"éj LR
[ ] Free and economic goods [ B! fPJFF[[ %[I%ZM’JFF[[
(ii) Choice and opportunity cost (i) Z4EH [Véfﬁ N
®  Economic decisions involving choices among ®  EFNRI b T [P e
alternatives ® I T 7“45‘/‘4& PG,
®  Concept of cost in economics L] *H EL Il‘:?.\i'ziF.ELF* V&IV IF'J'
®  Interest as the cost of earlier availability of resources
The three basic economic problems = [ﬁ‘ﬁl]ﬁﬂﬁ?ﬁ TR
(i) What to produce? How to produce? For whom to i = Fj:{ﬁ E? TR ER? B "gﬁi & ?
produce? G e BRI lﬁﬁlmzmﬁ i
(ii) How society tackles the basic economic problems o fEw ﬁ T [ FE ]
® By society's customs and traditions o it
® By government decisions o AH f}%ﬁ&ﬁ‘ﬂ
® By the market mechanism (ﬁ‘t PURIR - [ > 5 I BT Fﬁ%:ﬁ?ﬁ‘ﬂ
(N.B. Illustrations by examples only. All theories on types of @ﬂ‘ii'ﬂau)
economic systems NOT required) (i) A F A ] B P R
(iii) Private property rights and its importance in a market
economy
Specialization and exchange EJ!F = pb
®  Exchange as a condition for specialization o LphER EJ! UilNEIE3Es
Circular flow of economic activities ﬁi?pﬁﬁéﬁﬂv r’gﬁ%iy VA
(i) Consumption of households and production of firms () IRy At &
(ii) The relationship among production, income and () & -~ 17 HID Y r%f;& [
expenditure
Positive and normative statements B A A R

®  Distinction between positive statements and normative | ® RV A ARV IRUEY T ]

statements

ST BN [P RVIUTRL R D R S0

R JL;EII‘ %ﬁf If*&@ilﬂjw;ﬁ[[@)ﬁ;ﬁﬁ %EJ}“’,E@ F,p Hl%j — A = F' . i
- PR | S R AL /@TIJ
Jlf‘Jr’}ZLii/['ngI'F?ﬁVg% %{pj’h&i SHEE
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(benefits): market versus government solutions,
illustrated by examples ONLY

Lesson(s) 1-8: (1111 = 211]4)

Efficiency, Equity and the Role of Government (¥ ~ % HIF2IAY £ <)

Efficiency E3 RS

(i) Conditions for efficiency: Maximization of total social | (i) ;}bg PP ?Iﬂ-uﬁ“ FERE
surplus; marginal benefit equals marginal cost SR %5 “‘ﬁ’\ K}?‘?‘fi

(i1) Deviations from efficiency:

®  Price ceiling, price floor, tax, subsidy and quota (ii) ]'T.Tgf’:jr“"f}? :

® Deadweight loss ® ﬁﬁff@ if ﬁ‘j\ [0~ FREZET ~ E’J‘bf[

(iii) Divergence between private and social costs {ﬁ

o L
(i) & & E(%[Jﬁ)ﬁiﬂrg |J~ E(ﬂjﬁ) IJ 77

U 1 S e iR
b
Equity
(i) Efficiency and equity in a market economy (1) l’ﬁi%?’?’r’ﬂ IEI@T'F‘}?? S~
(ii) Measuring income inequality: income (i) EVEIET PEE L T S5 E‘ B
distribution, Lorenz curve and Gini coefficient E”I’»E:Jv e
(iii) Sources of income inequality: human capital (i) 47 PEEEEE s N Ry A (B
(e.g. skill differentials), discrimination and Fe ozt gy » Iﬁﬁfpl R T
unequal ownership of capital, etc TiEET
Policy concerns PP
(i) Equalizing income or equalizing opportunities (1) H'SF‘ =EN 7‘/@* = b
(ii) Disincentive effects of taxes and transfers (ii) ﬁﬁ?biﬁjﬁ“ IJ%‘ U[‘PF'
(iii)Trade-off between equity and efficiency (iii) > EEFSR VRS J”V?Q

P IY » SHE [559) RTRLV ET HEp e
- PR A TGN TS - ey
A L U

JE‘W&ii/Lﬁqﬂlﬁ P - REERE

s -
H "’EmeU:' o rah
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Lesson(s) 9-12:

(3111 =3114)

National Income Determination and Price Level ([ 2 I[* 7 H@‘Jv ?]‘F‘ )

Aggregate demand (AD)

(i) Reasons for a downward sloping AD curve

(i1) Determinants of aggregate demand:

®  Private consumption expenditure, which in turn
depends on disposable income, the desire to save,
wealth (value of assets), interest rate, etc

® Investment expenditure, which in turn depends on
business prospect, interest rate, etc

®  Government expenditure

® Net export, which in turn depends on the economic
conditions of trading partners, exchange rate, etc

o

() 4?'3% IR PRI
(@ 1%LHEF%§§EIJ' e
F S o ik

f%’kﬁ“ﬁ'ﬁfﬁ eI 1)  FlJE S
® IV TR 'JFJ Flge 5 %@)

[ ] LJW?I/L['
® (N[ BEMCTRY IR = VAR
55

Aggregate supply (AS)

(i) Reasons for an upward sloping short run AS curve
(i1) Reasons for a vertical long run AS curve

(iii) Factors affecting short run and long run AS

() FIVIARL A TEnAsYn) T A PR
(i) - ﬁFnF’IIﬁr‘%E[h&Lf FIJ’FL[H
(iii) By ] o SRR RPN

The determination of level of output and price

(i) Determination of the equilibrium level of output and
price level in the AS-AD model

(i1) Changes in the equilibrium level of output and price
level caused by change(s) in the AD and/or AS

(iii) Relationship between employment and output level

s 'l?‘iD}?F‘ T NS

(i) 3ETH [ E— ,-,}3'[§[=—]~<;[\§\:}¥IJ[ Ik
fiir ik LR ]'fwcvfa

(ii) n?[%—]\bfﬁ\/ﬂ?llﬁ T ERR | fj7 o5
i ¢ '[M?“r*‘?“

Lesson(s) 13-20:

(iii) WP = ﬁrj fi

(4171 =5114)

International Trade and Finance ([8/[F%7 pJ A1 &

2]

Free trade and trade barriers

(i) Absolute advantage, comparative advantage and gains
from trade

(i1) Using the pattern of trade in Hong Kong to illustrate
the principle of comparative advantage

(iii) Importance of trade to Hong Kongjis economy

(iv) Trade barriers

(v) Hong Kong’s attempts to overcome trade barriers

E’lgl‘é"f BL R B

() ARG ~ P RS IR pLE
(ii) ') 7y Py A= Hr i Ba P S
(iii)

?fF ELtJ; | PRIV E ol [
(v) 7 pAE f‘fr'ﬁ%r

™ # ?%?“[ RO bR R

Brief introduction to the balance of payments account
®  Current account

R T

*‘:ﬁi

»  Main components of the current account: > A d IR = F&l{”’?‘fﬁﬁﬁ DR s
goods, services, income and current transfers =% ﬂh.f K15
®  Capital and financial account ® YA REMAIR
Exchange rate NEES

(i) Meaning of exchange rate

(i1) Effect of a change in the exchange rate on import
price and export price

(iii) Brief introduction to the linked exchange rate
system in Hong Kong

(i) Bt ol
(i) REsRpudsagsfEl I I?F?F‘ﬂltl'[ If?j?}ﬁ
R

(i) 75 H R % i

Lesson(s) 21-28:

(6101 =7114)

Extension of Trade Theory (87 pbZE i _F”“ il

(i) Iustration of comparative costs and gains from trade with the

aid of production possibilities frontier

(i1) Comparative advantage and its relation to globalization

@ T3 B fe e v
REE A ol

(i) P AT 2 5 i

Economic Growth and Development (787 > 55 51)

HETE YIS A R T ﬁf?' LIRSS Y RIS
M =8 - £
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(i) Measurement of economic growth and development
® Changes in real GDP
® Changes in per capita real GDP

® Changes in Human Development Index
(ii) Factors affecting growth of an economy

® Inputs: physical capital, human capital, natural
resources, technological change
® Policies: saving and investment, foreign direct

investment, trade, education, population, property rights,
research and development
(iii) The desirability and costs of economic growth

® Trade-off between current and future consumption
® Growth, living standard and income distribution
® Resources exhaustion, pollution and sustainable

development

(iv) International/regional comparison

(i) AEPNITR M ALY B

® HIETA By S il g
® Hy M R ETRE T A B
Al [ o
° LZ%IETE ES i
(i) B E = YNk
® U HPRYA S YA
SRR
* ﬂﬁ'%ﬂkwa 9t
E\r r; \ NS [ I~
@%@ s @ﬁi‘k

(iii) A% ;}J'\E ol A )

¢ ﬁﬁfiﬁ (RS I SRRl
v

® M- iif Mg Ea 'r‘

® WRFTE ISR ﬁtn%fﬂﬁ
Ll

(iv) [BE Y, Pk

Lesson(s) 29-36:

(8111 =914)
Monopoly Pricing(B 8t (E7)
(i) Simple monopoly pricing (i) [EH fﬁ@i’iﬁila
®  Determination of price and output ® 'E”Fﬂv i B
® Efficiency implications ® IS
(ii) Price discrimination (11) f FH‘?)J K
®  Meaning of price discrimination ﬁﬁ*‘ 53 e pE Rl
®  Types: First, second and third degree price discrimination L i’fglﬁj S LA R ]E”f?‘,
®  Conditions for different types of price discrimination PAlLs

hd Flf;F'lEETJ"i&N”{FUI £

Anti-competitive Behaviours and Competition Policy ("~ 5541 i

= E'r_}y,i,};—iu—i‘f':p

Major forms of anti-competitive practices

® Horizontal agreements among competitors: agreements
to restrict prices and output

®  Vertical agreements between buyers and sellers

®  Mergers: horizontal mergers, vertical mergers and

potential competition mergers
(i1) The impact of anti-competitive practices

(i) J ustifications and concerns for competition policy

(1) gl RS

® IR VAR P - Y
il ﬁfrﬁﬁ@ B3

® iR [ pAy etk

°

F’ﬁ['ﬁi: ﬁ‘l F, F’ﬁ['ﬁi’ ,Q'xf&[ﬁjﬁfﬁi
kif?"?} JIﬂFIJj a5

(ii) E/wu, = £ F[ Ry EB

(iii) ﬁ’ﬂﬂ‘i‘“é? S J%lj;%?ﬂlﬁrﬁ](_

o

F’%EII I 3 25 HKDSE A5 s S6 FI

:Eé <

ffﬁjﬁéf s %8 LA B B =
YT Y ”’?\i.ﬁ%ﬁ;'/l[?é ﬁf?' I T LR S
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Money & ban
(& 53R 1T

Ty LA

¥ S. 6 DSE Economics

XRERBEKI0E

Money
(i) Definition of money

(i1) Nature and functions of money
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Banks: functions and services

(i) Commercial banks and central bank

(i1) Licensed banks, restricted licence banks and
deposit-taking companies in Hong Kong

(iii)) How central banking functions are performed in

Hong Kong
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Money supply
(i) Definitions of money supply in Hong Kong
(ii) Credit creation/contraction and the banking multiplier
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(ii) (7 Erfllap /oA AL e

Money demand

(i) Meaning of transactions demand for money and asset
demand for money

(il) Money demand as a function of nominal interest rate

and income
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puiRl

(i) £ A=A S oAt foRy

Determination of interest rate in the money market

® Interaction of money supply and money demand

CO B Al

Hong Kong as a financial centre
(i) Factors contributing to its development as a financial
centre

(i1) Effects on the Hong Kong economy
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Key Points

Business cycles: a description of the short run
fluctuations in real GDP around the long run trend
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R T
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Inflation and deflation

(i) Definitions of inflation and deflation

(i1) Relationship between nominal and real interest rates
(ii1) Redistributive effects

(iv) Inflation and Quantity Theory of Money
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(i) FEF A TH S Jﬁfi [
(i) F|o3 3
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Unemployment

(i) Meaning of unemployment

(i) Meaning of underemployment
(iii) Cost of unemployment

3
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IES SN

Fiscal policy
(i) Meaning of fiscal policy
® Definition of budget; surplus budget, deficit budget
and balanced budget
® Taxation
»  Principles
»  Classification of taxes
® Direct and indirect taxes
® Progressive, proportional and regressive taxes
® Public expenditure: classification by function
(i1) Effect of fiscal policy on the level of output and price
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Monetary policy
(i) Meaning of monetary policy
(i1) Effect of monetary policy on the level of output and

price

E“Tfﬁfﬁfij“
(1) E“‘Jﬁtf&ﬁg@gi fl
(i1) E'f"\Tf‘ff':jjiTEfF LKy ?ﬁ& AT g

—

MBI FAHE ) Jﬂ[?ﬂ'*ﬁﬁ'ﬂ?' S jvf‘ A RS LS

- PR %E'Tﬁiﬂﬂﬂaifll%ﬁﬁf HlFSo > TTHCIEF S « — Aty 5
- B (IR I | 2 S R (PR -
’l?mii/ﬂgq’rllﬁ 12 TS, i -

H "’Eme} F' °



2011/6/17 17:20 ver.2

LANIQGRIALN @, & g saamn
H S. 6 DSE Economics

XRERBEKI0E

RERE I RARBEFoEL R

oeconomic Problems and Policies

L 2 PORSHERIINE T2 YL 0 Pl SSW: AR
(recession) & 7 [ (depression) ~ 3]J=(inflation) » L # (unemployment); b) L—;*F;JL{/DI 3BT B
P& (fiscal policy) M ETf?Tf&ﬁ(monetary policy) ¥ c‘f?,ff;%\: SRR o) FIRIREf A
(taxanon)k'“#l SRR T K g

2. IR AR S T 2 B RS s L @ HMICHAELEI%“E%,[ g

RS AT TS — Jﬁgy‘}gg’gﬁ ;Flg[fjge B F R

3. MlchaelG I}g ErEERR (T 22 5 52 2 B S AV ) B H:r’?fsl r/U jJTﬁ\E"ﬁJ
N EE R F”ﬁi%%mlf}?ﬁ%) Ji%;{ﬁl[&n‘ VRS E B ER( ﬁfu):xigg
Pl #%F‘jﬁ ERERITTT fﬁﬁﬁ' Ho3 3 > flll *ﬁ”ﬁéa\wﬁ‘ﬁl “EHEJJ gﬁjﬁ J;F%IF’?
& M = Michael —E'%A JE[EF)“& S S S ’%&T@%ﬁE4 Jﬁw; Eﬁﬁ SONS

(S0 1. 15 30 Michael G. °s ?ﬁ?ﬁ%&'iﬁﬁ'ﬁ/ﬁg@;ﬁ
F L:T g0, ifl_jlﬁ% IEI I/%él’r[fj'
2 % ig%iﬁﬁuﬁ‘mfv By AR S gy

ﬁ” g,k
n7\ 1\ ﬁ% 1&[?
i U EL

g i
Beacon College
s%@& 4% ik B ) LELRS B R
AL Y116SEC61 O |Thu 1:00pm & 2:30pm 28/7
PR3 Ak T116SEC62 O |Tue 5:00pm & 6:30pm 26/7
EOeaks’ S116SEC63 O |Sun 12:00pm & 1:30pm 31/7
Wt B116SEC64 O [Mon 3:00pm & 4:30pm 2517 $900
SR Bk K116SEC65 O [Fri  4:00pm & 5:30pm 29/7 (#10%
Frfibs 55 k% G116SEC66 ~ O |Thu 2:00pm & 3:30pm 28/7 a
Ju G | FII6SEC67 O [Wed 5:00pm & 6:30pm 2717
VPE 1554 A116SEC68 O |Sat  9:00am & 10:30am 30/7
i P116SEC69 O |Fri 5:00pm & 6:30pm 29/7
SRR C116SEC70-L L |Tue 10:30am & 12:00pm 26/7 $1000 (H 10 i)

J l—alig J EJE[ I—}\_\if %;5.
SUFLSESE ] (% Mr. Michael G511 9 % 10 4 Live e
[T9E o [ Mr. Michael G. Fj.il Fiﬂ' PR TSP T S e RS » | P IR 6498 6622 FY E-MAIL
rmchdel@bedcon com.hk °
B N ARE S
l '—a J—xlg—_ x:}f
CRNTRECEE L s A

Pick-up Course A $100 Z4"S Fr AV 2417 410

PR YIS SR ) R Y ﬁf?' R jf- A SRR AT
- JL;ELJ‘ %ﬁf I@%ilﬂjwﬁf][%ﬂ)ﬁﬁ? Fﬁ%}“’,q‘j@ F“,p Iﬁ# B & o — FEfY 0 - F' “*Emem N £
AR I | RS ORI [ arw&/@w ‘
JF‘WLWIETH'F%W%% FHFIREE




2011/6/17 17:20 ver.2

LANIQGRIALN @, & g saamn
H S. 6 DSE Economics

Measurement of Economic Per

BERBRE

XRRBEKSE

tional Income Accounting g R Fr{5 & 1)

R [T

National income
(i) National income as a general term for aggregates
like Gross Domestic Product (GDP) and Gross
National Product (GNP)
(i) Gross Domestic Product (GDP)
® The three approaches to measure GDP:
production approach, income approach,
expenditure approach

® GDP at current and constant market prices

® GDP at factor cost
® per capita GDP; growth rate of GDP

(iii)) GNP as GDP plus net income from abroad
(iv) Uses and limitations of national income statistics

as an indicator of economic welfare and for

international comparison

R
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General price level as measured by Consumer Price

Index and implicit price deflator of GDP
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Unemployment and underemployment rates as
measured in terms of the percentage of unemployed

and underemployed persons in the labour force
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Recent trends of national income, general price level

and unemployment in Hong Kong
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