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o Production and factors of production

o Division of labour

o Payment method of labour

o Law of diminishing marginal returns

o Profit maximization and output determination
o Economies and diseconomies of scale

o Expansion of firms
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Basic Concepts EAHEZ

o Basic concepts: scarcity & competition, o FHANMS BT ERESE K
economic & free goods, public good P LB A EY S - R
o Interest o FIE

o Economic system & private propertyrights o &B&IEHMEERE

Equity A

o Measuring income inequality: o BEWARE:
income distribution, Lorenz curve and Gini WASE « Bk BEBLE
coefficient ¥

o Sources of income inequality o WANEH&H

o Policy concerns: o BURHNER :
Equalizing income or equalizing W ABE{LBEEEL - 7
opportunities, disincentive effects of taxes B R EAR LY HISIEF ~ A\ B
and transfers, trade-off between equity and s > RS AR A
efficiency

Expansion of Firms, Forms of Business Ownership,

& Market Structure REIRE - CREGTHEEARTLIRNE

o Expansion of firms o FEEHER
o Forms of business ownership o TEEHEEER
o Market structure o THB&HE
E CLIFF YEUNG ON
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#+ S.3-S.6 Economics Micro Topics Part 2: Basic concept,
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I ) Efficiency

gy
o Conditions for efficiency: o BEBEREAMEM:
o Maximization of total social surplus; o HHEEGHEAL 5 BEFR
marginal benefit equals marginal cost ENBERA
o Deviations from efficiency: o TRBERR -
o Price ceiling, price floor, tax, subsidy o {EMLRR - EETE - 3
quota and deadweight loss VG R ACEEEE L
o Divergence between private and social o RAREGFRIRALEREFI
costs (benefits): IR)HYAT I -
o market versus government solutions o TIGHEEB TR AL
I I) Equity
e o
o Measuring income inequality: o BEWAMNSG:
income distribution, Lorenz curve and Gini WA ~ BKHEKEER
coefficient 8
o Sources of income inequality o WANEHEH
o Policy concerns: o BURMIFE :
Equalizing income or equalizing WA E RS EEEL - HiE
opportunities, disincentive effects of taxes KERBHINGIER ~ APER R
and transfers, trade-off between equity and Z [
efficiency
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1. National Income B KW A

o Circular flow of economic activities

o Meaning of gross domestic product (GDP)

o] O O 0o O o

o O O O O O

Three approaches to measure GDP:

the production approach, expenditure
approach and income approach
GDP vs. GNI

Measure of the general price level

Meaning of inflation/deflation
Measurement of inflation/deflation
Redistributive effects of inflation/deflation
GDP at current and constant market prices

Per capita GDP and GDP growth rate

Limitation of GDP as a measure of welfare
Meaning of unemployment

Measure of unemployment

Cost of unemployment

Underemployment

Four phases of the business cycle
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Measure of Economic Performance
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AD-AS model
AER—-EHERE

Meaning of aggregate demand
Why the AD curve is downward sloping

Factors affecting the AD curve

Meaning of aggregate supply

Why the short-run AS curve is upward sloping
Factors affecting the short-run AS curve

Why the long-run AS curve is vertical

Factors affecting the long-run AS curve

Determination of equilibrium price level and
output in the short run

Short run fluctuations in price level and output:
changes in AD and/or AS

Determination of equilibrium price level and
output in the long run

Changes in the price level and full-employment
output in the long run

The use of fiscal policy to achieve different
objectives, e.g. full employment, stabilization
of output or price level etc.

Fiscal Policy

FABUBUR

Meaning of fiscal policy

Principles of taxation

Direct tax vs. indirect tax

Progressive, proportional and regressive tax
Other revenues of the government
Government expenditures

Changes in tax system and government

expenditure and their effects.
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Money & Banking BEMSHRT
*  Meaning and functions of money »  EWHEERIZIEE
*  Properties of money - B¥RHRE
* Different forms of money » EEEANEE
* Licensed banks, restricted licence banks and »  FERFRERT - ARGEE
deposit-taking companies in HK RITFIEZERAT
*  Central banking in HK = POSRITIIREE T ARV ESE
=  Money supply and its measurement in HK - BHENERMERESE
Money Market Equilibrium BEBHIZNE
* Nominal & real rate of return of holding assets * FHAEENLEREEO®E
*  Demand for money: transaction & asset » BEWMBEXR I XHREERK
demand
*  The cost & return of holding money »  REEWH AR R
*  Determination of equilibrium interest rate = EEEHAR
The Quantity Theory of Money (QTM iR
=  From the equation of exchange to the QTM » RXEGHEAFEWEER
*  Applications of the QTM - BRRHERAER
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» Absolute advantage - EBHES
» Comparative advantage = RERESS
= Gains from trade - EHEm
= Barriers to trade (e.g. tariff & quota) and » BESREBE (ORI RECEE)
their effects KHE
» Trade in Hong Kong  BAENES
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= The meaning of exchange rate » ERANER
= Changes in exchange rate and the effects on = [ SR## 8 K [ SR 835f 1 1]
exports and imports AW E
= Other factors affecting exports and imports = FEZEHORMATNNEMAER
= Balance of payments accounts . PR ST S
» The linked exchange rate system of HK » HERHRERGE
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Comprehensive Skill Training:

Practice Questions, Mock & More
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Exam Tactics for Data-Response Question
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