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15.1 15.1.1 | Illustration of comparative costs and gains from trade with the
Extension of aid of production possibilities frontier

Trade Theory DLAE 7E O] RE R 4R Bl BHEER AR S 5 fE s

54 5 a2 JEAif 15.1.2 | Comparative advantage and its relation to globalization
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15.2 15.2.1 | Measurement of economic growth and development
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and Development 15.2.2 | Factors affecting growth of an economy
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15.2.3 | The desirability and costs of economic growth
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Past paper questions: 11. 1996/CENN50

oo @

= = . Which of the following is favorable to the capital
m%ﬁ Eéﬁ%}% . ico?qunkc:rfl Hong I;onggbs balance of pafymen?s’;
_ B n American firm buys some certificates o
ﬁ: Eﬂ 10 EﬁE deposit issued by a bank in Hong Kong.
Hy 5¢ # HKAL - An American firm donates money to a
charitable organization in Hong Kong.
HKCEE )5_2 HKDSE ﬁ A Hong Kong firm buys a hotel in Canada.
A Hong Kong firm receives interest and
A S S RE dividends from its investment in the U.S.A.
79. 2007/ALANT
The monetary base will increase if
A. the central bank issues more
banknotes.
B. the commercial banks hold more
reserves.
C. the central bank reduces the required
reserve ratio.
D. All of the above

25. 2017/DSE/l/28

The aggregate demand of the

economy will shift to the left if

A. the implicit GDP deflator rises
continuously

B. the government raises the
retirement age of all civil servants.

C. the number of tourists from
Mainland decreases

D. the Mainland stock market booms.
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Concept drilling:

coliE

Import expenditure and private consumption expenditure

HE O R FAN S

How does import expenditure affect GDP
HE O ] S A it A FEAE 2

Students’ common mistakes:

F4HILHER ¢
Marks will be deducted for the following mistakes:
- Excess demand exists when demand is larger than supply.

PUT 890 sE S S 8405y -
- ERRAKRERE  BEHREGHE -

Common mistakes } JE #5355

2 /4 marks
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preosure pmeg not b cffectly PeAut e Guanfriy

¢) Most students answered ‘perfectly inclastic 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 FHE#T ¢

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

aper:
pape Quick revision from past papers
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AD SRAS LRAS

Serious oil spill accidents - 1 -
3 HH AR T IR B

Increase in the desire to import 1 - =
HEOEEAKSI 0 (M1)

Old Age Allowance 1 - -
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A rise in private saving 1 - -
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Exam question type:
A
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Exam question type 5\ E{#Y :

o o are BlF— :

B2 2R R e s i 1Y Assels BEE ) Liabilities 15 ©

%—j%;‘?i Reserves {{fif 350 Deposits #£3K 1000
Loans H{TE 650

Suppose the required reserve ratio is 20%.

ik AT R AV (SR L R 20% -

- Excess reserves = 350 — (1000 = 20%) = £150
- HEAGE# =350 - (1000 x 20%) = $150

Example 2:

L Bl E
Assets HEE %) Liabilities £ [63)
Reserves 400 Deposits F£7K 1000
Loans JitF 600

Suppose the banking system holds $200 excess reserves.

{Eiis ik ST A L5 8200 EEZAGEH -
Minimum required reserve ratio = [(400 - 200) + 1 000] x 100% = 20%
A EL#E = [(400 - 200) + 1 000] x 100% = 20%

Quick test:

Quick test:
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T/F
1 Profit tax only affects AD curve.
FITSHEL SR K i 4% (AD)
2 When AD decreases, the government can only use
monetary policy to offset all the effects.
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. the number of tourists from
Mainland decreases

D. the Mainland stock market booms.
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retirement age of all civil servants.
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Graded-assessment (1)
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Mock questions:|

Britain will become less attractive to investors
due to the weakened connection with the EU.
Assume Britain initially operates at the long-
run equilibrium. Explain, with a diagram,
under what condition the general price level
will increase by the drop in investment in the
long run.

(7 marks)
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