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Course 3: Demand and supply analysis F&3K & fiLtFE 47

(E2 2 [HEIERE 535 8 &)

Course Description:

AR ST

AR T B A 1 EE 5K S fiLfE (Demand and supply) ~ E{F 78 (Govt. Intervention)
R K AN E (Efficiency and Externality) B35

Course Content:

BRI
Demand and supply analysis 55K 5 L fE53 17
Topics Key points
A e
3. 3.1 | Demand curve
Demand EES i
and supply |32 | Law of demand

3.3 | Factors affecting market demand
FETGT KRR

3.4 | Supply curve

AL dhx

3.5 | Factors affecting market supply
BTG HERINER

3.6 | Interaction between demand, supply and price
7oK~ BHEAEASAYAE A EH
3.7 | Price elasticity of demand

AR s

3.8 | Price elasticity of supply
e R SR M

3.9 | Market intervention

518
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Course 3: Demand and supply analysis 553K [z AL FESTHT
(BE& 2 [EBIRE &3t 8 )

Demand and supply analysis 55K 5z L fES 7

Topics Key points

R BT

5. 5.1 | Consumer and producer surplus

Efficiency, HE A RS SR A R ER

Equity and | 52 | Functions of prices

the Role of (EAS A THEE

S}OVemmem 5.3 | Efficiency

“FAIEURS 5.4 | Divergence between private and social cost / benefit
GlalE AR ETRRA IR 3
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Past paper questions: 11. 1996/CENVS0

= = . Which of the following is favorable to the capital T ¥I|GE— & AR UG P A E AR
m%ﬁ E-\ﬁ%}% account of Hong Kong's balance of payments? 47| ?

- = B 5T A. An American firm buys some certificates of A 3j— RS B
ﬁ Eﬂ 10 = E%E deposit issued by a bank in Hong Kong. f;‘ﬁ NIRRT
) 5¢ % HKAL -

B. An American firm donates money to a e B 415 e T L R SR
charitable organization in Hong Kong. B. RE—RARKTEBNAE S
HKCEE );_2 HKDSE % C. AHong Kong firm buys a hotel in Canada.
D

C. HHE—RAEENSAME—RMIES -
. A Hong Kong firm receives interest and D. #E—RATGERL R REAREA S
Fj"[j"fﬁ }_*‘ ui‘ EE dividends from its investment in the U.S.A. e
79. 2007/ALNT
The monetary base will increase if e IR O -
A. the central bank issues more A, R ERTEN TN S bR
B ?haenl::gcr:ﬁwsércial banks hold more B. MARITEEN
. : P ety I -
s C. hAMITRIERE ML
C. the central bank reduces the required D. BUESIERE
reserve ratio.
D. All of the above
25. 2017/DSE/l/28
The aggregate demand of the ¥ » HANMAKER
economy will shift to the left if e -
A. the implicit GDP deflator rises A. #ﬂt‘liﬁ?&ﬁﬂ'{%ﬁ?fﬁ?’f;fﬁ#&ﬂ
continuously 245 |- [
B. the government raises the _q o & i
retirement age of all civil servants. B 5t I;‘ﬁ ABRIBIRE
C. the number of tourists from *’_ e )
Mainland decreases C. WIEEENRE A\RTHE «

D. the Mainland stock market booms. D. P #iEE 7 BRI -

ST GRouP
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Students’ common
mistakes:
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Students’ common
mistakes:
%éiz HIRgERR:
EEFEREZHEES
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Exam tips:

%%%T
Andrew HE i E[5 42
WA 2 s e T

- EFREZEFEELTE
SRR T
Filan - EEH & Bl
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Concept drilling:

FEEAIl K -

. Import expenditure and private consumption expenditure

O H R FAN B S

. How does import expenditure affect GDP
HEO S O A A AR 7

Students’ common mistakes:

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

PUTHYHIusE sl 805y -
- EWRARERE  BHEBREGHE -

Common mistakes & JE 8555

2 /4 marks

(o VF he demand v +ifuien 75 /}n/({(r Jrefarri
1k e In the f-buies doty sate o7 chronge 2
?‘”"7’7 eonsemel 7 Aty pyrd Copareltn. Se A
freesure prog rot & 1/,{/:.(-? Vedutt —fhe Guran 175y

¢) 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 FHHEH#T :

Minimum required reserve ratio is unknown if no details about excess
reserves is given.

A H AR M BHENT AR - REFHTEREFEEL -

. S5 con’ All rights reserved by Beacon College Ltd. except that all public exam questions, if any, are licensed by copyright owner HKEAA.
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Quick revision from past
paper: . o
Quick revision from past papers
ﬁii_ﬁ_*‘)ﬁ;ﬁ%/ﬂng FERE RS
[ 52 By ] 2 4R R e
aRueA Y 5 1% B R

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 - -
REEERME cn

A rise in private saving 1 - -
RAGESI0 CcL

Exam question type:
A
- EBPITREPIREE g s

Exam question type 5\ E{#Y :

ot ars, NS #lf—:
5, g N AL
B2 2R R e s i 1Y Assels BEE ) Liabilities 15 ©
%%;‘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:
I RS

RN B
S E B TR E O
e R SR AR S

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.

FEEERENER (AD) TRRNT » BUN A 0] A BUBUNHE
HERERE

S GROUP
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BEHEERE > SEE R4 A. the implicit GDP deflator rises
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tﬁ;ﬁ B. the government raises the
- REEREEREN

e

25. 2017/DSE//28

. the number of tourists from
Mainland decreases

D. the Mainland stock market booms.

=$7F? 7K R
S6 FRAZ AL
HIbs - GEEEE TR E

PR TG AR s RS —

the

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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