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SECTION A: Answer all questions in this section.

You should spend 35 minutes on this section. Use the data to support your answers where
relevant. You may annotate and include diagrams in your answers.

1 The unemployment rate in Greece increased from 12.5% in 2010 to 24.2% in 2012.

Which one of the following was the most likely cause of this increase in
unemployment?

(1)
Measures taken by the Greek Government to reduce immigration
A reduction in income tax by the Greek Government

A depreciation of the euro against other currencies

O Nn ©w >

Measures taken by the Greek Government to reduce its budget deficit

(@) Answer

(b) Explanation

(Total for Question 1 = 4 marks)
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2 Which one of the following is an example of monetary policy intended to reduce the
chances of deflation occurring?
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(b) Explanation
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The diagram shows the aggregate demand (AD) curve and long-run aggregate
supply curve (LRAS) for an economy.

Average

Price
Level

LRAS

AD

0

Real Output

What would be the long-run effect of government policy to increase business
competition on the country’s average price level and real output? You may wish to
annotate the diagram in your answer.

Average Price Level Real Output
Rise Rise
Rise Fall

Fall

Rise

O Nn| o >»

Fall

Fall

(a) Answer

(1)
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(b) Explanation

(Total for Question 3 = 4 marks)
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Which one of the following aggregate demand (AD) and short run aggregate
supply (SRAS) diagrams best represents the likely effect of a substantial currency

appreciation? In each diagram the original equilibrium is represented by P, and Y.

Average
Price
level

A P,
P

Average
Price
level

(@) Answer

Average
Price
level

B Pit

P.T

(1)

] Y Y,

Average

Price
SRAS; level P,

P,

Real output ) Y, Y,

P 4 6 9 4 5 A 0 6 4 4
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(b) Explanation

(Total for Question 4 = 4 marks)
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(

5 For the tax year ending 2013 it was estimated that Italy’s Government expenditure
exceeded tax revenues by €44 billion. From this information it can be deduced that

(1)

A there was a net injection by the government sector into the circular flow of
income

B government expenditure would decrease in the following tax year
the value of the multiplier would decrease

D there was a net withdrawal by the government sector from the circular flow of
income

(a) Answer

(b) Explanation

(Total for Question 5 = 4 marks)

P 4 6 9 4 5 A 0 8 4 4
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(b) Explanation

(Total for Question 6 = 4 marks)
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(

7 Which one of the following would be most likely to lead to an increase in a developed
economy’s average price level and a reduction in its real output?

(1)
An increase in labour productivity
A decrease in indirect tax

An increase in global commodity prices

O Nn w >

An increase in investment

(a) Answer

(b) Explanation

(Total for Question 7 = 4 marks)
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r

8 The chart below shows the average percentage change in consumer prices as
measured by the consumer price index (CPI) for the United Kingdom 2000-2013.
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From this chart, it can be deduced that

average prices were lower in 2013 than in 2008
average prices were higher in 2003 than in 2004

average prices were higher in 2013 than in 2011

O n w >

average prices were falling between 2008 and 2009

(a) Answer

2012 2013

(Source: http://data.worldbank.org/indicator/FP.CPL.TOTL.ZG)

(1

14

P46 9 4 5 A0 1 4 4 4

0
9%
et

%
%
%

<
%
5
55

SR
bosossseseses
dtete!
Sotatetete%s

%
Dodel 030 0008
Lo
KL

00

4

o
%14

TN
SRR

<
K
5%t

9099, O
g

NI

e%e%

35
o % 19
AL
dozsoreseretel

CRLHRIRARLRRRHRRK

%

I\
0205039

00K
Stetetetetet5%

L8

<
o

66
X
25,
XS

<
oo
5
202!
255

0% %%%
Soseyste
55
%%

5
ZRIRKKS

XX
RS
KRS
Josesstetetes
Soseseteses
poosos
oot

%
558
%
&5
botet

%
SRR

%%

L

S
<5

RL

<
QRS

5

ORI
BEIILBEILL
St oetetetetetetete!
T oo et tetetetetes

S lototototet

IR

XS,

0:0000000

“:’:’:‘00
IO
RIS

o
255

0%
o%
o
Y

005
dagetets
 vg® |
g8
2%

XXX
Setstetatetetetete
WRIT]

REEIILR

<>
20!

RV
000Y

<

<
00!

QA
3T

4>
XK
2558
s
SREL

:::::
:::::
O

G0
5
255
%
L

:::::
:::::
O

G0
5
255
o9
9%

:::::
:::::
O

g%%
3@%&
Sododeles

Pttt
R
SRKEK
QIR
255
2%
SRR
Basegesetes

%
<
%0

O‘X

&

0K <
ERRLLRKLS
LB RRI R
N
Potocstess

53555

O
2
I3
AN
SO

%
b
<
(o

ORI
Soretetetatotetatetatotentet
TWRIT]
SIS
R

RS

SRR
RIS

TN

Sotadedeteted
258

S

S%ode
%
S
<5

0
ot
KK
2L
0%

55

K RIK I ARIRK KK

GICICCRICICRAIICICRAIIC
ISR

%
s

GICRIEICIRIKIR
SRR IR

%
XX
5

<
poole!
S0

TN

O,

KGR IEHK I K HKAH I

Dososssesesetetetetetess?
Potateteletetetoletotetoteret

QKX
s

< bl
IR
6

ORI
ogetetetetetototetetetetets
: Y

35
555
AR

2505
008 Y
<X
959t
%

dodededed
ototeteds
SSotedetel
508

358
SRS

<5
KRS
<S

¥
35
§
%
25
%
%
25
5
%
%
25
5
%
%
25
5

<X
0%
A IKAR

:::::
:::::
L0



.T’
ﬁ%ﬁ;@?
0% 959 009
SXNS

S
0t-tes
SRR
KN
S5t
20 2405

S
0o
Sviwir %
0 e O
S5
SPPPR
KSR
0

ey
Dad%
e~
K
o e

SIS

getetee!
UKL
538855

Soqesedetel

SRRRS
SRULS

00
QeSetees

<
5
QRS

05
29
oo

CRKRKR

<
%
&5

0%
6
$e%

o2
St otatetotetetetete!
o ee
IR

%%
RIEICRIEIIRIRKY

200200000
oo aetes
) 'Woetedete!
, Seteteteds
RIS
QRIS

RIK

<

OGO
SR
G

>4

S

3
X Qﬁﬁ
0% %%
KK

%;
protetetetets

OO
potelogetees
EHI

s

%%

~
35S
3

i»:“'
5

O
<
\J

XA KA
passotetetesotet
;

<

ot
X

oo
ot
VA

3§§?§$ 0o 5
“.‘:::::’ ’907 o
LGRS

&
5

boset
35S

<
%
S
o5
XSS

¢
3
f»
25
<5

X
S5
fogess

5
oo

OO
le2etelele!
QIR
KRS

5 5
25 25

<%
55
<
9%

%

%
QS
8%

boset
05

S5 KL
55 %5
RIS

355
KKK
5
el

bt
5
K%
2%t
XS

XX
255050
S5

o~
5
55
‘?

<
55
<

LS
R
S5

25

o
ates

OGAK

RER8
KR
%A

519585

3
A
‘p

%
%
Y %

AN
b
<X
ﬁ%
<A

K
BRI
REY
AL

AR,

X OSSR
hgtets
AR
ol
3

0%
b

(L0000 000
<

P

[

00%}00

5
)

O
NOT
NO

X
XXX
TN
Patetetototets *
RN
R

R IIR AR LIRRKLIKAR

bastotosesssatetorotetetel
Sessseatesstetetetotetetelots

KGRI A ICHIKIIEHIIKICH KA KA KN
00000000 0 0 0s 0 92000

R REICR IR AR RKLEIAR

05>
SRS
bo%%e!
2R
4 5%
BRI
CRIHIRRS

s
RS SEERELIEREES

25
255
ogel

%
e

(0
edele?

~
20

0000
o

(b) Explanation

(Total for Question 8 = 4 marks)

TOTAL FOR SECTION A =32 MARKS
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9 Economic performance in western European countries
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Figure 1 Macroeconomic indicators in selected developed countries, 2013
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Figure 2 Investment and savings in selected developed countries, 2013
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(@) With reference to Figure 1, explain what is meant by the term economic growth.
(4)

(b) With reference to the information provided, assess possible reasons for the higher
rate of inflation in the UK in 2013 than the other countries shown.
(10)

(c) With reference to Figure 2, explain the difference between an injection into and a
withdrawal from the circular flow of income.
(6)

(d) With reference to Figure 2, assess possible factors which may have affected the
different level of savings as a percentage of GDP.
(14)

(e) Evaluate the likely impact of the sustained German current account surplus on
the eurozone economy.
(14)
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(@) With reference to Figure 1, explain what is meant by the term economic growth.
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(b) With reference to the information provided, assess possible reasons for the higher
rate of inflation in the UK in 2013 than the other countries shown.

(10)
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(c) With reference to Figure 2, explain the difference between an injection into and a
withdrawal from the circular flow of income.

(6)
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(d) With reference to Figure 2, assess possible factors which may have affected the
different level of savings as a percentage of GDP.

(14)
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(e) Evaluate the likely impact of the sustained German current account surplus on
the eurozone economy.

(14)

P 4 6 9 4 5 A 0 2 8 4 4

0
9%
et

<

%
0%
betets

SR
bosossseseses
dtete!
Sotatetete%s

CRLLKS
o
S

<
vag
X,
S

0%
g
%
o

Xl

- K

$Save Yo%

DLRKID
CRLHRIRARLRRRHRRK

S
g{m%
bogevatetsl
o0mmled
SRS
2
e
%0
25
2%
aleletes
aleed
%o « 1058
% %
3%4%§p
BB
ST

<
oo
5
202!
255

0% %%%
Soseyste
55
%%

5
ZRIRKKS

XX
RS
KRS
Josesstetetes
Soseseteses
poosos
oot

0
0%

KR
Q%p

%
SRR

%%

KK,
<5

<
QRS

<

<

OEERES
S
0900, 0,000 0009,
XK KIIKK

0
hot
28
<

5GRIIIRRLKK
otelels

%%
o Setotetetetetetetes

%5

%5
ol
5%
55
SRERRR,
RRRKK,

Botolore’ss

oo
L)

s

X,
2200

XA
@&g S
i~ k)

G
e
ONOTWRE

oo

<
2

o7
)
o

6K
CRKS
00
RIS,
KL

2K
R
200!
RS

G
e
o

5
Soseseseses
IR,
SRR

oo
RS

KKK
R RES
CXRLLLLLELLLS
RIS

8959

X

Q%
55

555

S
S RISERSIEBIRIEE,

<
5
$KK
2959t
954

855
9

55
K&
desose

d&
5%

%
X
6%
Qf

ﬁg

&

<
L

%
LA
L008e2005%

R X
XX AKX A
TS
N

‘p

0%
23K
B
N
A8
K5

%
pheteds
dv
TE
ot

<X

<

ORI
S
y
X%
%

<X
1
1

RS

SRR
RIS

R

Sotadedeteted
258

S

Sedetodes
5%
55
pleteled

55
Tt tatetatetetetatet

GICICCRICICRAIICICRAIIC
K RIK I ARIRK KK

%
s

GICRIEICIRIKIR
SRR IR

%
XX
5

<
poole!
S0

TN

O,

KGR IEHK I K HKAH I

Dososssesesetetetetetess?
Potateteletetetoletotetoteret

&

<
‘§%:

< bl
XM
e

<

P03ty
oS tages
SO

RN
S deetetetetetees
s
WK

b S
SR

(X

2
LR

Sat0sesede;

o5
5
2000s

05
s

CXERRLRRS,

Sotssesss
LRERILBIRIIE,



.T’
ﬁ%ﬁ:@?
0% 959 009
SXNS

s
<IN <
X ol
S e%s
0 e O
M
S
GOLLL
s
Dad%

SIS

getetee!
UKL
538855

Soqesedetel

SRRRS
SRULS

O
REEIKK
S tetetetetele!
Soottetetetetetetetotes
S lototototet

CRKRKR
IR

5

o0
X6

%
SR ISAK A

St otatetotetetetete!
LRLRRLKLRAILILRI

%
9%
%%

KKK

¢
<
%
5

$00
<5

05
<X
o
A
5

O
o0l
1
LA
o2

(>

<

5
o5

o

(g

>y
e

<9
KK

X
25

QR
5

G
RS
3
(<
e
X

o%
X0

XK
K

CIIE
P

%
oSetols

b

<
%
%

<
%
%S

(O
3%
<]
I }.4
K
2

~
<
A
N
by
6!

%
SRR

(XK
Satetetotes
TE |
TE:
SRR
K5

AKX
X XG>
gi 3
'8 p
RARL
S5

eSodes
N

5

o288
080555 9
SRS
S

0%

2L

ORI
IR %
OO SoTe s ottt

SXCHKHR TR DK
ZRLRRLIRLRE:

<
SIS,
S S S SEEE

<
55
QXL

QK
8E
SRR
Sossesss
SRRKKS

<
2555
5

<6

%8

0508
55

QR
besessteletess
pgoselst
XX

<
5

K
Bosesoseses
oo

o~
5
525
togotete
CRLLLLE

Deeeees

HKHXKKLS
oSesesIssoteses
dateseseses

ol 3
ol%;
SRR

%
%

o~
5
55
‘?

055

4@?
%
>
%

(X

GRS
AR
Sodie.s
25

5%
oretesess
SITE
RIS
Lo eles
oo%¢!

RIS

,u€,3

Ja-a . 8
ket
R

R
4
A
LK

<
RERIELEIIS
NN RN
3% \ =
. oY%

XX
%
03&5‘
%

o5
5

o
<R
%%
%%’0

KA A

<5
CRLRLLLLLLLSLSSES

%%
XL

<Q
<0

K REICIRIEIIRIEIIKARRK

oo

B e e tetatetetetetetetets

R AR LIRRLIR
RESISIR IR ILIK

KGRI IGIR IR IERIRK KR

4@??
"5%
oo

KGRI IR AKX IR AN
R IIIEARIIKRARAKKY

KL
500
»:

<
263

\. J

NN A O DO O i
Turn over »
P 4 6 9 4 5 A0 2 9 4 4 urnove




(Total for Question 9 = 48 marks)
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10 The economy of Taiwan

Figure 1 Taiwan’s rate of inflation as measured by the consumer price index
(CPI), 2007-2013
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Figure 2 Average annual nominal wage increases in Taiwan, 2007-2013
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S 58 Extract 1 Taiwan’s exports

S

CRKICK KRR . . . . .

S e Taiwan's economy has outperformed other economies in the region. This has
SOs i : ; ;

NS 5 ,

QO ¢ been driven by demand for its electronic components and products, particularly
e . . .
& smartphones. However, the value of Taiwan’s exports of goods declined by 5.9% in
oS 1%

August 2014, as strong demand for electronic components was offset by a fall in

smartphone and petrochemical sales. It is too early to tell whether this recent decline 5
becomes a trend, but it will be an important indicator for the rest of the world to watch,
given the critical role that Taiwan’s electronics sector plays in world supply chains.
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(Source: http://blogs.wsj.com/moneybeat/2014/10/07/macro-horizons-yet-more-proof-that-world-
economy-outside-u-s-is-struggling/)

Extract 2 Taiwan’s economy in 2014
Taiwan'’s central bank is scheduled to announce its interest rate at the end of

September 2014, and the market is keen to know if it is the time for an increase as
data showed economic recovery in the country.
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Among major emerging Asian economies, Taiwan has the lowest interest rate at 1.87%.
It compares to India’s 8.00%, China’s 6.00%, Thailand’s 2.00% and South Korea’s 2.25%. 5
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Taiwan’s economy is growing fast, inflation is rising and unemployment is falling
which is increasing the pressure on the central bank to raise interest rates. The central
bank is worried about the economic cost of inflation to Taiwan such as the impact on
competitiveness and savers.
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The Taiwan dollar is not reflecting a possible rate increase. It has been declining over 10
the past few weeks against the US dollar and has weakened more than 1% in the first
3 weeks in September 2014.
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Taiwan’s GDP growth rose to 3.74% from a year earlier in the second quarter of 2014
Z from 3.14% in the previous quarter. The inflation rate is also on the rise in the country.
It has risen from 1.64% in June to 1.75% in July and then to 2.07% in August 2014. 15
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(Source: http://www.ibtimes.co.uk/taiwans-dollar-five-month-low-despite-strengthening-
fundamentals-central-bank-move-watched-1467002)
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(a) With reference to Figure 1 and Figure 2, calculate the change in average real
wages in 2012.

(4)

(b) With reference to Figure 1 and Figure 2, assess the likely effect of the increase in
average real wages in 2013 on the price level and real output in Taiwan.
(10)

(c) With reference to the information provided, explain two costs of inflation to the
Taiwanese economy.

(6)

(d) With reference to the information provided, discuss the case for an increase in the
rate of interest in Taiwan in September 2014.
(14)

(e) With reference to Extract 1, evaluate the likely effects of a sustained decrease in
the exports of goods on the Taiwanese economy.
(14)

BoSersgesesesesetotes
HHRRKRK,

e
S
LY ook
OSTERARIRAR
SRIRINLI LK

IR
< ‘,0

{
e’
KK

e

o
%
0ot

e,
RXKERIKLRRKE:

<5
<5
<5
0ot
g5
K
5%
S5
<5
%

P
%
XX,

’
o
hatele:
K0S

[\
%K,
RRRRRK

e

by
et
R

<

Y
%%

P 4 6 9 4 5 A 0 3 4 4 4

AR R

IR

0,:00000000

%
o

.9
LSS

2R

poasesetesss
o%?
g

s
R
SR

K
5
FAH
A
o0

OO
oelosetelelotetet
NOTA

B oratosss

S et tetets

%

5
25
¥
¥
0‘4
25

Sototoderel

KKK
ﬁ%%%%ﬂ%%%q‘
bososoreteses
SRRKRKS
GRS
GRS

00“
X RIS KRR
s
0000

0%
S93es

KR IQCKLRIGIKKRH
0%

OO
SRR,
SoSeloletetotodets!
QLR
So%eted
prieese

<

X8

hees
%
%0

QKRS
RRILRE
S SEREILSIIRIIEILK

X
XX

58
S
ot o%eds
s

%

X I
QLS
200 .99

-

%
Biry
o
L)
202

»“.
& %,

0

P
b

NN
et reiel
AMDITE J
WRLEECIING
LRI IEERAIRRAL LA

0e%%
S
IOT
NO W
5

KSR
e

KKK
SRS
LLEES

s
%
o

<

b9¢
b9t
<5

::::::::’0
::::::z::
OS5

'é§§?
%&%&
S

&5



RO
BELIL
QRRLS

RIEICRIEIIRIRKY

05
29
oo
SRS

SRR
CRKRLRKLXRS

25
%
35S

o0
X6

%
SR ISAK A

ISR EICIR KR

(a) With reference to Figure 1 and Figure 2, calculate the change in average real
wages in 2012.
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(b) With reference to Figure 1 and Figure 2, assess the likely effect of the increase in
average real wages in 2013 on the price level and real output in Taiwan.

(10)
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(c) With reference to the information provided, explain two costs of inflation to the
Taiwanese economy.

(6)
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(d) With reference to the information provided, discuss the case for an increase in the
rate of interest in Taiwan in September 2014.
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(e) With reference to Extract 1, evaluate the likely effects of a sustained decrease in
the exports of goods on the Taiwanese economy.
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-
(Total for Question 10 = 48 marks)
TOTAL FOR SECTION B =48 MARKS
TOTAL FOR PAPER = 80 MARKS
_
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