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Rt B A 1 ER K K fiEFE (Demand and supply) ~ EZF78 (Govt. Intervention)
R Ky AN E (Efficiency and Externality) Y3557
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Course Content:
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Demand and supply analysis &3k L& #7:
Topics Key points
B ST,
3. 3.1 | Demand curve
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and supply | 3.2 | Law of demand
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3.3 | Factors affecting market demand
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3.4 | Supply curve
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3.5 | Factors affecting market supply
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3.6 | Interaction between demand, supply and price
oK~ LEREAS YA BAF
3.7 | Price elasticity of demand
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3.8 | Price elasticity of supply
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3.9 | Market intervention
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. 1996/CENI50
Which of the following is favorable to the capital
account of Hong Kong's balance of payments?
An American firm buys some certificates of
deposit issued by a bank in Hong Kong.
. An American firm donates money to a
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charitable organization in Hong Kong.

B
HKCEE £ HKDSE #8 ¢. AHongKong firm buys a hotel in Canada. BE-RALEIIEAME—E -
N D. A Hong Kong firm receives interest and D. EHE—ErEIEREREREF Sk
A R

dividends from its investment in the U.S.A. B
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79, 2007/ALANT
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The monetary base will increase if 3= s RS T . =

A. the central bank issues more A, HURTEE T I 4 L R <
banknotes. = g 4 e g o

B. the commercial banks hold more B. FSRITHITERN =
reserves. g. ?%5?&@)&1&:&%%% mptzS 2

C. the central bank reduces the reguired - BB n
reserve ratio. o

D. All of the above =

25. 2017/DSEN28

The aggregate demand of the & _ o BRI

economy will shift to the left if A

A. the implicit GDP deflator rises AL A FE R S S B s
continuously Fea L7} -

B. the government raises the - Jr— )
retirement age of all civil servants. B B RE 2R ABRNRHKE

C. the number of tourists from B - )
Mainland decreases C. MBS ABTEE -

D. the Mainland stock market booms. D. PHEETEIE -
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Students’ common

mistakes:
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BEFRZEZEHAEES
RAZRE Koy A A

- BEBhFEEEE S U
TR A

Exam tips:

%E%T
Andrew EiLEE i [E 5 ER
SR TR % 5 R 2

- BEFZZEEFELEE
LY EAYH
Blan - B HE Ayl
2E /7R

Concept drilling:

Bk :

. Import expenditure and private consumption expenditure

EOTHEMAHE L T

. How does import expenditure affect GDP
DS A R A AR FE R 7

Students’ common mistakes:

H A I0EEER -
Marks will be deducted for the following mistakes:
- Excess demand exists when demand is larger than supply.

LUTFEI B S8 s ng & oy ¢
- EECEALE . BEBREGHE -

Common mistakes H5EE54H:

2 /4 marks

12 17 fhe domand v Lobwces 75 ;}‘Pf?{ff’ fﬂrz’#/ffc
A 1iie 1n fhe o-buces Aoty st w»i’ o i
?“"'ﬁj‘,' pmsumed 37 Ay~ pard ¢ HarelOn, So FH1s
fneosurc gmeg pot b erife oy f"""“" e Feran iy

c¢) Most students answered “perfectly inelastic demand’
while the question only mentioned that the rise in the
tobacco duty rate would not effectively reduce the quantity
consumed of duty-paid cigarettes, instead of *would not

affect the quantity consumed’.

**Exam TIPS FH#ETR ¢

Minimum required reserve ratio is unknown if no details about excess
reserves is given.
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Quick revision from past

pj;per' 5. Quick revision from past papers
JF HEEAR R E: R R A Y

[ 52 1 By ) 22 98 R
ARVERY =5 1% B R

AD SRAS LRAS

Serious oil spill accidents - il -
I H B E IR S

Increase in the desire to import 1 - -

i OV E A0 (M1)

Old Age Allowance 1 - -
BHEERE cn

A rise in private saving 1 - =
BAFEEN €ch

Exam question type:
FaEn:
- BT REOIEE g o

Exam question type 3 FHA0 :

AeMm ITWOUOIF Ue Ul SOTWOU0dT ApPNIiS

s, :

2R E e sl B W F Asscts BEE ® Liabilities G/& ®

%:}%‘ /2 Reserves &£ 350 Deposits 777% 1000
Loans & 650

Suppose the required reserve ratio is 20%.

T sk SRAT A BRI R (R LRSS 20% -

109JJ9 J10J I9Ad sinopuey [nyramod jsowr Y],

- Excess reserves = 350 - (1000 x 20%) = $150 2'

- EEEREE =350 - (1000 x 20%) = $150 (¢’

E

Example 2: @
W .
Assets BFEE %) Liabilities &1 $) w,
Reserves £ 400 Deposits 7£3L 1 000 ©
Loans (¥ 600 s

Suppose the banking system holds $200 excess reserves.

R YT 2807 8200 EAMEM -

- Minimum required reserve ratio = [(400 - 200) + 1 000] x 100% = 20%
- E{EAEHEE#E = [(400 - 200) = 1 000] x 100% = 20%

Quick test: Quick tes
BROBIER:
EESEANR T RET
1R PR

T/F
1 Profit tax only affects AD curve.
FIS0 A R R 4R (AD)
2 When AD decreases, the government can only use
monetary policy to offset all the effects.
TR SR (AD) FEEIG » B0 R0 S ERHE
EATEREE
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Tutorial: 25. 2017/DSE/l28
- g B/ HAEE R DA The aggregate demand of the & o ERESTRE SR Eal
SRR \”E”I economy will shift to the left if Bl 7 -
A RS > SRR 224 A. the implicit GDP deflator rises A A 2 B A S B S B
- continuously 7
J:@um B. the government raises the B g:ﬁ;ﬁi T B AR K
- REFEEEEE retirement age of all civil servants. = ;’% =
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