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1. (a) Nominalinterest rate (N) = Realized real interest rate + Actual inflation rate (1 mark)

(b) No, N will be higher than real interest rate (r) only when the expected inflation rate is
positive. But the existence of actual inflation does not imply that the inflation is expected.

OR
Yes, because people may expect inflation beforehand and an expected inflation will result in
a nominal interest rate being higher than real interest rate.

OR
Yes, because the nominal interest rate will be higher than the realized (actual) real interest
rate when there is actual inflation.

[Any one max: 3 marks]

2. - Higher rental costs because suitable premises are scarce and competition for premises would
drive up rental costs.
- Higher labour costs because labour in that region becomes scarce and firms are forced to
offer higher wages to attract high quality labour.
- Higher transportation costs because the high concentration of business activities in that
region may cause traffic congestion.
- Market saturation because advertising become less effective, the marketing costs for
boosting sales of new products may become very high.

[Any two max: 4 marks]

3. - Unemployment rate = number of unemployed + labour force x 100% (1 mark)
- Unemployed population will remain unchanged (1 mark)
- Labour force will increase (1 mark)
- The unemployment rate will fall (1 mark)

4. - In long run, when general price level increases, aggregate output supplied will remain
unchanged. (1 mark)

- The full-employment output level is determined by the quantity and quality of factors of
production which is not affected by price level. (1 mark)

- In long run, there is perfect adjustment of input and output prices / input prices are no
longer fixed by contracts / price are fully flexible. (1 mark)

- When price level increases, output prices and input prices rise at the same rate, firms no
longer find it more profitable to produce more output, aggregate output supplied remains

unchanged as price level rises in the long run. (1 mark)



(a) Verbal elaboration:
- Yes (1 mark)
- As printed newspaper and electronic newspaper are substitute and demand for printed

newspaper fall (1 mark)

- The gap between marginal benefit and marginal cost is narrower (1 mark)

Indicate in the diagram:

- Demand decrease (1 mark)

- Correct position of decrease in deadweight loss (1 mark)
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(b) Indicate in the diagram:
- Correct position of decrease in producer surplus (1 mark)
(c) - Negative externality / divergence between private and social cost (1 mark)

- Mass spread of misinformation by printed newspaper publisher ruined the personal
image and reputation of the politicians (external cost exist), and the printed newspaper
publisher does not compensate to them. (1 mark)
- At that current output, marginal social cost is greater than marginal social benefit, the
quantity of fake news/misinformation is higher than the efficiency level. (1 mark)



6. (a) Verbal elaboration:

- Decrease in the export of services as foreign tourists is not allowed to travel abroad

(1 mark)
- Aggregate demand decreases as net export falls. (1 mark)
- Short run aggregate supply decreases as firms expected the price level would increase
in future (1 mark)
- If the magnitude of decrease in aggregate demand is larger than the decrease in short
run aggregate supply, the price level will decrease in the short run. (1 mark)

Indicate in the diagram:

- AD shift leftward (1 mark)
- SRAS shift leftward (1 mark)
- Correct position of P,, with a bigger horizontal shift in AD than SRAS (1 mark)
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7. (a) -Uncertain. (1 mark)

- As the amount of resources owner by 2 countries is not given, their productivities can’t
be determined and compared. (1 mark)

(b) -In Country A, the opportunity cost of producing 1 unit of garment (G)
=60 / 30 = 2 units of shoes (S) (1 mark)
- In Country B, the opportunity cost of producing 1 unit of garment
=80/ 20 = 4 units of shoes (1 mark)



(c)

(a)

(b)

(ci)

(cii)

(d)

- No, there will not be mutually beneficial trade between the two countries. (1 mark)
- The range of mutually beneficial terms of trade for 1 unit of garment should lie

between 2 units and 4 units of shoes (25<1G<4S). (1 mark)
- The total gain from trade for trading 1 unit of garment is 2 units of shoes (45-2S)

(1 mark)
- The transport cost of trading 1 unit of garment between the two countries is 2.2
units of shoes, which exceeds the total gain from trade. (1 mark)
- Import volume: decrease (1 mark)
- Local consumption: decrease (1 mark)
- Local production: increase (1 mark)
- Government tariff revenue: uncertain (1 mark)
Division of labour (1 mark)

- Practice makes perfect
- Choose the most suitable persons for the job
- Save time in training

[Any two max: 2 marks]

Capital (1 mark)
- Because the truck are man-made resources used in production. (1 mark)
Public limited company/ Listed company (1 mark)
Advantages:

- Wider sources of capital (1 mark)

[Mark the FIRST point only.]

Disadvantages:

- Need to disclose the accounting information to public
- Higher risk of being taken over

[Mark the FIRST point only.]

[Any one max: 1 mark]

- Different services (e.g. some shops may provide better pre-sale / after sale services)
- Different production cost (e.g. more convenient location results in higher rent)

- Imperfect market information (e.g. customer don’t know which shop sell at lower
price)

[Any one max: 2 marks]



10. (@) - Equalizing opportunities (1 mark)
- Organization of Youth Internship Programmes can enhance the chance for poor to
learn more skills without being hindered by their background. This improves their
productivity and increase their future income. (1 mark)
- Thus, it reduces income inequality over time. (1 mark)

(bi) Negative relationship/ Inversely relationship (1 mark)

(bii) Verbal elaboration:

- USD appreciate against RMB, under the linked exchange rate system, Hong Kong
dollars also appreciate against RMB. (1 mark)
- As the price of pearls, precious stones, metals, coins (PPMC) does not change, the
PPMC become more expensive (in terms of RMB) and China importers will buy less

PPMC. (1 mark)
- The demand for PPMC by China importers decreases. (1 mark)
- Quantity transacted decreases (1 mark)

Indicate in the diagram:

- Demand curve shifts to the left (1 mark)
- A lower quantity transacted (1 mark)
- Area of ‘loss in total export value’ (1 mark)
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11. (a)

(b)

(c)

12. (a)

(b)

-No (1 mark)
- The minimum reserve after withdrawal: (2100-300)x25% = $450 (1 mark)
- The actual reserve after withdrawal: (600-300) = $300 (1 mark)

- Thus, there is $150 reserve shortage.

- 0ld MS:$0+2100 = $2100 (1 mark)
- New MS: $0+($300 x1/0.25)=51200 (1 mark)
- So the maximum possible change in money supply is $1200-$2100 = -$900 (1 mark)

Withdrawal of deposits:

- Banks have reserve shortage (1 mark)
- Banks have to recall loan (1 mark)
- Further withdrawal of deposits (1 mark)

- The process goes on and on until there are no reserve shortage.
(i.e. the actual reserves are equal to the required reserves) * (1 mark)
[* This 4th mark will be awarded only if the sequence of the above steps is correct.]

- Total cost = Total fixed cost + Total variable cost (1 mark)

- After transforming to online operating mode, the fixed cost (e.g. rental payment) can

be saved. (1 mark)
- The fall in total cost cause online operating mode become more popular (1 mark)
- Orange (1 mark)

- It represents the value of services provided by the local online shop which is the
resident producing units of Hong Kong. (1 mark)

- Widespread use of electronic payment lowers the transaction demand for money

(1 mark)
- Money demand decreases (1 mark)
- Nominal interest rate falls (1 mark)



(d) Verbal elaboration:

-No (1 mark)
- Drop in interest rate resulting in the rise in consumption & investment expenditure
(1 mark)
- Aggregate demand increases. (1 mark)
Indicate in the diagram:
- AD shift rightward (1 mark)
- Rise in aggregate output (1 mark)
Price level
SRAS
P,
P,
e
AD,
AD,
» Aggregate Output

Y, — Y,

(e) Marks award for effective communication (EC: max 2 marks)

Marks

Performance

2

Supports arguments with the source/data and appropriate economic theories.
Presents relevant material.

Presents well-organised and coherent answers without repetition of ideas.

Uses language that expresses ideas clearly and fluently with appropriate use of
words/terms/symbols.

Presents arguments with some support of the source/data and economic
theories.

Present some irrelevant material.

Presents answers in a less organised way with some repetition.

Uses language that conveys a clear message with some inappropriate use of
words/terms/symbols

Presents arguments with no support of the source/data and economic theories.
Present material unrelated to the gist of the question.

Presents inconsistent arguments.

Express limited ideas with inappropriate use of words/terms/symbols




The maximum marks for content is 12 marks. Answers may include the following:

The owners of local online shop:

- Using electronic payment for the e-commerce transaction can save the time to deposit money
into the bank. On the other hand, processing fee is needed for using electronic payment increase
the transaction cost. If the time saved outweigh the money cost charged (i.e. processing fee), the
owners of local online shop would prefer method II.

Using electronic payment for the e-commerce transaction can reduce the risk of cash being stolen.
The owners of local online shop would prefer method Il as higher security and lower risk of theft.

The HKSAR government who are concerned about the fiscal condition:

- Greater convenience by using electronic payment may encourage the consumers consume more
frequently, the profit of firms increase. This increase the profit tax revenue of the government,
and thus improve the fiscal balance in Hong Kong. The HKSAR government would prefer method Il

- Greater convenience by using electronic payment for e-commerce transaction may encourage
more potential sellers to set up their business in Hong Kong as they think that it is profitable to
enter the market, More business registration fee received increase the government tax revenue.
This improve the fiscal balance in Hong Kong and method Il would be preferred.

The economist who are concerned about the deposit creation ability:

More widespread use of electronic payment causes less cash leakage in the economy, after the
increase in actual banking multiplier, it would be closer to the maximum banking multiplier. Thus,
it can create more loans with the same amount of reserves. The deposit creation ability increases
and method Il would be preferred.

Other stakeholders:

Internet service provider: as internet service and electronic payment system are complement.
Without internet service, the e-commerce transactions can’t be carried out. The rise in demand of
e-payment increases the demand for internet service. Therefore, the total revenue of internet
service provider rise and method Il would be preferred.

Customer: By using electronic payment, customers don’t need to use cash for face-to-face
transaction, they have lower risk of being infected during pandemic and saved more time to meet
with the shop assistant directly. E-payment reduce the transaction cost. The customer would
prefer method Il



(f) - Provide subsidy to the e-commerce owners by government (2 marks)
- Reduce the profits tax rate to attract more firms translate their operating mode (2 marks)
- Exempt the payment of business registration fee to attract more firms translate their
operating mode (2 marks)
[Mark the FIRST point only]



1.

(a) FFAPR(N) = FIFERR + FIERFENR (1 57)

(b) A& WARAETHHERASSIER - SEFRN SR EEAE(r) - S

RRAY HERSIE A A AR AR 2 TRIARY -
19
G o A NFIRTRETEET T ARAY L3R, M TR B AR & S 2 2 R E A
19
- RAEERERTIR - ARARGENERVEENX -

I

ME(T—H&S 3 53]

- AR - HRNaEEUED > SEE eSS

- BTRRES © HNEASS TESM/D » MmN T EA RN =S8 Z05 T

- RS ¢ I PRGN HE  FTRE T [ B i

- THESEER © HREE SRR IR - (EBHHTE L ry e B <2 v] BE SR =
[T - 4 47]

KR = REAND + ZEHALL x 100% (1 57)

N JNBECEERN - (1 57)

Cr PNl (1 57)

RIBE R ZER G T (1 57)

- R ERWIEAE BT BV EE A (1 73)
- FEOESREH/KFRUAN A ERERNVEENE R - WAZEUCARTIEAKE 1 4)
- R A REHESHEETS S [ RAERAEHRENEE (1 773)

- B RYEKE BT EHEAAAERE B - R A E E S E
AIETEE > N SR B AR A 2 (1 773)



(a)

(b)

(c)

X '_\_’z @%E ‘@’ .
- B

- B EIRIR A TR B A S - FIRRH STk T

- BIEF BB R EOARRY 2 R %S
fEE FEUR:
- KN

- Ak (DL) MEEAYIEHETE

EllH B
@ ©) s,

A

S

(1 73)
(1 773)
(1 773)

(1 73)
(1 773)

N ==

VAR

P
=

Q

fEE FER:
- FEBRE NEVIEMEAE

- BTN RN A B G R IR 53 5

(1 773)

(1 773)

- ENRIRSCEEE AP B Z B SRR e T B V(B P R AR R - (B AR

ATELAERIEE CF R FRIMA )

(1 773)

- FEFZEL - HPNEBEIEERARN B LG50 - BB E B E S N AR

IR

(1 773)



(a)

(b)

&S AR
- R EFAMNEL I AR kD AR S
- PO T BRSUETR K TR
- REFRTAME K& SR HASE AL E T Bk
- BT ERAVIE R R HASE L E T BRAVIESS - MK R g TR

1R EEUR:
- HEFRREh 4R R ERE
- G HAZE AL e Hh 4R 1A A S
P2 HYTEREALE » 48R KAV/KSEAS Bl A A R AE (L fE

YIHE K
& SRAS,
SRAS,
S
P,
v
P,
\._
AD, AD,
Y3 - Y]
- REEHIET

- REAGA RIS R B & REE - SORBEIR I RIBIRY A 2 TR ELES -

- FHEZERE 1 BRALRARHIE G RAE= 60 / 30 = 2 BA{7 4
- LBERE 1 BALRARHIBE G RAE= 80 / 20 = 4 BA{7 %

(1 73)
(1 773)
(1 773)
(1 773)

(1 773)
(1 773)
(1 773)

(1 73)
(1 773)

(1 773)
(1 773)



(c) - MElZMEA IR T LR T AE 5 (1 773)
- GEOMAE SEE (L 1 B pARETR)ES - 2 B2 4 B 2

(25<1G<4S). (1 57)

- WEIZZ 5 1 B R AR S 525 By 2 EAAL&E (4S-25) (1 43)

- MERE 5 1 AL R RS By 2.2 BEA B - HBAEE 1545 (1 43)
8.

- EOE - TR (1 43)

- RHOHEE TR (1 43)

- AirAERE B (1 43)

- BUNHEIBERUZA © FHEE (1 43)
9.
(@) L (1 4%)

- PREEAETT

- PSSR TAE

- B B THIRATRS RS

[EEIRERS 2 7]

(b) - &R (1 43)

- ARE e EHEE N EE A B E (1 43)
(ci) AFABERAE / LHAE (1 43)
(cii) {EEf -

- BRI E (1 43)

[t R E TE]

s

- BB R
- s R
(B )
[T TR © 1 43]

(d) - NEHIIRE (B140 : 5 LEps ST S Ay BRI & RIRT)
- ARIFVEERA (B0« fir BRI ST e
- NEEEEER (1A R R R e o B (E R
HEM—IRES : 2 47]



10.
(a) - HEITFE(L

- BIEEE TR E N IICE AT ESBERE - FERAEHE R

IR AL 7E ST FORAREIUA -
- S RER AR AZEEE -

(bi) SZEERE R

(bii) SZEfRRE:

- EXRARBIHE - EBRERGET - BT AREHE

- B% - WE - SRSWOMETE B WO R (ARG 20

o PEPEOEEEEE/ VR c A - S RE
- PR O  Bh - &M ERMER TR
- X E N#F

1EE EEUR:

- FORHRGR 2%

- DR B &

- H CIABAE R D Y T R

B8 (LAAETTETR)

r s

=]

2 e |

Q, — Q

(1 773)

FITBR - iEEL

(1 773)
(1 773)

(1 73)

(1 773)

(1 773)
(1 773)
(1 773)

(1 73)
(1 73)
(1 773)

» B (B



11.

(a)

(b)

12.

(b)

(c)

- B

- PEHUBL 1R ATAE A ¢ (2100-300)x25% = $450 (1 57)
- TRHCRERAVE R ¢ (600-300) = $300 (1 57)
- RIEA $150 (B (1 57)
- BELSHSHENE ¢ $0+2100 = $2100 (1 53)
- FTESHEULTE © $0+($300 x1/0.25)=$1200 (1 4%
- B HtER YR K AT AEEEE) 1 $1200-$2100 = -$900 (1 47)
faﬂzﬁ;—_’?ﬁ[ :

SRTTREM A 2 (1 57)
SRATZLEI SR - (1 57)
A AFHIESRT T 2SR AT (1 57)

J:LL*DQ_‘E#J:‘ZE BERARENE QEREESIECHE) - (1 73)
REE BRSPS RIIRFIERE - J7RERSIE 1 53]

- AR = FEERA + FEE A (1 773)
- BRI bR fﬁﬁ?ﬁ A DABE EERAS (B0 - FHE) (1 73)
- SRR TS 4R BB I e B G B 2 (1 773)
- BE (1 773)
- ARERE T AL MBSV EE - EAEEE TR (A ERM
(1 773)
- BEZERE TSI SRR (1 773)
- BHEHRR N (1 773)

- HEFR T (1 773)



(d) GfREE:

- AEE (1 77)
- FETEEEONE & BT (1 77)
- BFRETT (1 77)
1R EEUR:

- HEFRRh&R AT (1 77)
- HEM BT (1 77)

YIE /KT

r N

SRAS
P,
P,
—_
\ AD,
AD,
Y, — Y,
(e) AREEFST (EC: 725 2 47)
T I

2 o HHERY IS KE E A R s S R e -
o XEXEVUGHSE -
® FELUBMRIGHISE SRR R » WG E (i A iTsE sk -
o EZUWGEY W HARHEE —E > MESIYHER -

1 o (Bl /R A A P B S R ARl o
® HEZEIAVE -
® SEMEFRESCOAWIHEREE - T AN E AR FMTEE ST E o
® EFUWE—MN o AEMSEE -

0 ® OHDIE R/ BRI P s ST R am R o
o EEMRAHS -
o REAFMRIVER - ARHENE/SARAMEEERFRAER -
® EFUBFIHUESE -




>

W& 12 77 » B A LIEFE MRS

AL E

- FEE TR 5P ERE TS AR E R S ASRTTHYER R - 28000 (EAE T2 ARSI
DS > WA T R AR © AORENEAVR AR B AT sg A (B - B g ) - At
WSS EGmgIAN -

- FEE TR 5 P FHRERRRIR S g AV RSB TS (e 22 e MR AN (KA 25 RE e b
WA E S L& R4 1

EEQEEIIEZLEZ\‘ Eﬂ\ E %%ﬂ: = IEZE‘ .
- EFHET SN IO AR sE A E AR - R AR BT SRR DB YA
SR » EMSE TRV BCESE - BN EBUNGRE AN -

- EFHET N IO AR S 2B E R RAE T R L - PN RS EA TS
ARTATIEEY o YOI % R S AL B A ?Mﬁﬁ%ﬁﬁ L&%é%%%ﬁ%ﬁ A R &
BUN G msr 7751 -

%?iﬁiﬁﬁ ﬁ%ﬁﬁ&ﬁﬁﬁiﬁ%%%ﬁ BRI TIREOE IR & S AT A SR T
SRH - [NIE - ARFISARAVER G AT BE S 2RSSR - HKAIERET I - BEORE R g R TT
e

Hfr 2

GRtaa0tERs © i IR KR TS M RS - T2 EREIRTS - T A
ENEREST » BTSRRI IE NN T AR EAR YRR K - (it - AR At ER RIS ALY
o e R I5E N

HEE  ERET MRS  HEEAREE R SETEHER S - e SR

IR B 6 % LS B E RS - ST SR D TR B A SO EE
GlReFITEN -

(f)

- BUNHIRGHEEI TR TR EAYS £ (2 73)
- SRR AR DA 5 [ 5 25 (b SR Ry izt (2 773)
- EROOAEIE N E U B AC B LA G [ B 2 (SRR Rk BB iR (2 73)

[R#tEEE™E - 2 47]



	2022_DSE_ECONOMICS_Mock Paper I (ANS)
	2022_DSE_ECONOMICS_Mock Paper II (ANS)

