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Write the sections A & B on the front cover of your answer book.

Give your answers of ALL sections in your answer book. ( Total 60 marks )


Section A  ( 25 marks ) Answer ALL questions. 

1.
What is the market structure of hair-salons in Hong Kong ?


List THREE ways of competition among firms under this market structure.




(4)

2.
(a)
A retired nurse said, “ inflation always hurts me. ” 




A local banker said, “ inflation helps us a lot. ”

Explain what the two persons are referring to.







(4)


(b)
Explain one effect of inflation other than the 2 cases mentioned in (a).




(2)

3.
Point out the difference between GDP and GNP in Hong Kong.






(5)

4.
What is meant by unemployment in Hong Kong ?











How would the unemployment rate be affected after the graduation of Form 5 students in July, 2001 ?
(5)

5.
“ We’ve bought a farm raising chicken in a rural village in Shenzhen. That is why our curry chicken is so famous, ” proudly said by a restaurant owner in Causeway Bay.


What is this type of expansion ? Give any two advantages of this type of expansion.



(5)

Section B  ( 35 marks )
Answer ALL questions. 

1.
(a)
The following table shows the GDP components of an economy :

	GDP Components
	$ Million

	Private consumption expenditure

Government consumption expenditure

Gross investment expenditure

Exports of goods and services

Imports of goods and services

Depreciation

Population (mid-year)
	890

230

160

910

950

70

8

	Price index at current year
	125



(a)
Calculate the value of : GDP at market prices ; per capita GDP and per capita real GDP.





Also find the net income from abroad if GNP is 1380 million.





(6)


(b)
Which of the following should be included in the measurement of Hong Kong’s GDP & GNP?



(i)
An native English teacher teaching in a secondary school in HK for 18 months.



(ii)
A lawyer coming to HK dealing with a criminal case for 4 months for a local solicitor firm.(6)

(c)
The following diagram shows a production chain involving the import of $ 800 worth of cotton into Hong Kong.
The sales value of different producers are shown below :

	
	
	$ 540
	Jean producing companies
	 $ 780
	Consumers in Hong Kong

	
	
	
	
	
	

	   $ 800
	Local importer
	$ 480
	
	
	

	
	
	
	Blanket producing firms
	 $ 600
	Importer of 

USA

	
	
	
	
	
	




Calculate the contribution of the production chain to Hong Kong’s national income by



(i)
the value-added approach.









(2)



(ii)
the expenditure approach.










(2)

2.
(a)
The balance sheet of the banking system of an economy is shown below. Suppose all banks have no 

excess reserves and the public holds $ 400 million cash in hand.

	Assets ( $ Million )
	Liabilities ( $ Million )

	Reserves

600

Loans

2400
	Deposits

3000


Suppose the public now withdraws $ 50 million cash from the banking system.

(i)
Calculate the change in the total deposits of the banking system.




(3)

(ii)
Calculate with explanation the change in the money supply, M1.




(4)

(b)
The government, through the HK Monetary Authority, sent representatives to the Board of Directors 

of the Hang Lung Bank in 1983 to help solving the financial problems. 

What are the monetary functions performed by the HKMA in this case ?



(4)

(c) Read the following news script carefully :

	Octopus Reaches out with Parking Option

	Motorists will be able to use their Octopus smart cards to pay for outdoor public parking under a six-month trial. 

A total of 164 parking meters in the Eastern and Mongkok districts will be reserved

for drivers using Octopus cards, starting tomorrow.

The Octopus system, launched in 1997, now has more than 6.8 million cards in circulation.

In addition to its core business on public transport, the smart card can also be used

to buy goods from 7-Eleven stores and Maxim’s restaurants.















(SCMP - November 17, 2000)


(i)
Could the Octopus card perform the functions of money ? Explain your answer.

(4)

(ii)
If more and more drivers use the Octopus cards to pay for the parking charges, would M1 

and M2 be affected in this case ?








(4)
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