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Step 3: Find the AC at the profit-maximising output
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(follow the purple arrow).
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Step 4: Find the monopoly profit _
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and supply
o 5 ;P e = 1. Draw the original demand and supply
BERFERBMAS TR - BAVEE BB BB i 18 P |
BROVE - Bt - ROTAFIRRBEES A2 IRBRENS Question

curves.
BRIEFWA REFBATY -

Suppose people in Country X have been afraid to eat Japanese seafood since the

2. Label the original price.
release of nuclear wastewater' into the sea by Japan. At the same time, fishers are 3. Draw the change in demand and supply
BARES advised to avoid catching fish in the affected areas. :
curves.
o
| ARB )

demand diagram, the condition under which the
Lintry X would increase.

IS

. Label the new price.
. Indicate the change in price with an arrow.

BRI \ 4 Thinking process
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+) ‘centiythe gosdolbe analysed. Japaneseiseafood IniCountry X When people are afraid of eating Japanese seafood, the demand for  Explain how the first event affects the
xen J atc ut ch var s he mai

Which variable, price or quantity, is the main focus . it decreases. demand/supply.
BBRRENAB % of this question? “
EFBA

o

When fishers are advised to avoid catching fish in the affected Explain how the second event affects the
ZZD }\\/ JEH ? 3& a( ﬁ%lj J‘l& A ﬁ-j\ Acc()I;d\rfvfg to !:e queiuon‘nufy the events that Peop\ejare afraid off ] Avoh\d (;&chmdg fish areas, the supply of Japanese seafood decreases. demand/supply.
=, = 4 = would affect the market in Il . eating Japanese seafoo in the affected areas
—RmE B AR B B AR AH% . By A
zg?fgﬁﬁjg;g}\j@‘)ﬁég?gﬂjgifW}\ BH1% - WiEKAER] — o " If the decrease in supply is greater than the decrease in demand, the  State the condition that leads to the change
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7 18. The following table shows the balance sheet of an economy’s banking system.
i Z R ﬂ%%i ﬁh%ﬁiﬁ'$ﬂ tu 1_']- E/ = SF i,] ﬂ‘rj- EE%E ? Assets ($ million) Liabilities ($ million)
TEER 2023 FRREEFHRMBATBEER ol - B =m) - %nﬂ;_t
- ' Reserves 500 | Deposits 2,000 T P 3
Hit, 8% %ﬁmggf&?ﬁg $2,000 $2,200 (= $2,000 + $200) Al Loans Lty < 5t
#5,3% - B 10.25 &% F Ak g Suppose the public always holds $1,000 million in cash, and all banks are fully loaned up. BRESAE
Realme, 3% 45 (= $9.000 218 (= $9,200 RE - BAXNREREE
B 4% I - (- $2,000 ) . (- $2,200 ) # $200 © (a) Calculate the monetary base and the money supply in the economy. Show your workings. (2 marks)
' Suppose the required reserve ratio is increased by / percentage points.

BRRERERADE  REMENBHERE TR - REFRE (b) Calculate the new money supply in the economy. Show your workings. (2 marks) g

7 AHREESRERBRAMIE - Bt - REQFIINITER (c) Suppose the central bank wants to offset the effect of increasing the required reserve ratio on BRHRY

& - money supply by injecting newly printed banknotes into the banking system. Calculate the ! 2023 105.2

=g, 19% S 0T 2 7 T A A AR B B0 8 = 1 2 L amount of new banknotes required (2 marks)
I - I 2.
ion, 8% PSRRI R B AR SRS BB AL AR AR - (=]
T , 8% ]
%ERR st [+ | HKDSE 2023 » % — » # 38
Bk Bia | sk RSB
OPPO, 9%
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Chapter summar
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y, glossary and formulae S

Scarcity

Relationship between scarcity, competition and discrimination

Choice ~ —— Opportunity cost

Competition — Discrimination

Two types

In Chapter 1

Price is the criterion used in

Price competition

price competition.
competition.

Non-price competition

Criteria other than price are used in non-price

The circular flows of economic activities.

Factorincome (7N
Aoz
Factor -

services
Households

Factor market

.

Production cost
Firms

Positive statements.

* Statements about facts (do not involve value
judgements)
* Can be refuted by facts

A DBSEBRESEE
ZERF RN

Vs, | * Statements about value judgements
« Cannot be refuted by facts

Households’
expenditure

Product market

Goods and
_ services | > Real Flow

> Money Flow
Firms’ revenue

Normative statements
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The'iMportance of Hong Kong'’s Linked Exchange Rate System for national security:
Lessons from the Asian Financial Crisis

The Asian Financial Crisis from 1997 to 1998 seriously impacted Asian economies, including Hong Kong. The
financial crisis occurred as follows:

The fear of a cevaluation of
the Hong Kong dollar led

» to massive capital outflows
from Hong Kong, leading to
a slump in the stock market.

It started with a speculative
attack on the currencies of
Asian countries, leading to the
depreciation of the currencies
in many Asian countries.

Believing that the linked exchange
rate would not hold, international

> speculators attacked the Linked
Exchange Rate System in order to
make a huge profit.

* In August 1998, the HKMA bought large volumes

of Hong Kong dollars to support the linked
exchange rate.

The HKMA and the Hong Kong government also
purchased shares in the Hong Kong stock market

Hong Kong was eventually able to

) safeguard the Linked Exchange Rate

System successfully and restore the
stability of the stock market.

to restore market confidence.

Fig. 32.19 The HKMA played an important
role in helping Hong Kong overcome the
Asian Financial Crisis.

Conclusion

Unlike Hong Kong, the economies of some Asian countries, such as Indonesia, Thailand and Korea, were
severely impacted. They had to rely on financial assistance from the International Monetary Fund to stabilise
their economies.

The Asian Financial Crisis highlighted the importance of safeguarding economic security through strong financial
governance. The HKMA's decisive interventions not only defended the Linked Exchange Rate System but also
preserved Hong Kong's financial stability.
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Wnen the demand for steel heaters

When the demand for steel heaters
e 52 increases, the quantity demanded of 1
1 — steel decreases.
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‘Worksheet 6: The Importance of the Linked Exchange Rate System
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Changes in equilibrim output
level

Functions of the Hong Kong
Monetary Authority

6 Money and Trade 8

Source A: Changes in the exchange rates of selected currencies against the US dollar

The global forcign exchange market was volatle in 2024, with many currencies

experiencing a significant decline in their exchange rates against the US dollar. For w2
example, the Australian dollar fell by 9%, the Korean won by 12%, the Mexican s
peso by over 20%, and the Japanese yen by more than 9%. Meanwhile, the
exchange rate between the Hong Kong dollar and the US dollar remained stable gL
Source: Hong Kong Monetary Authority * s .
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Source B: Operation of the Linked Exchange Rate System

The Linked Exchange Rate System in Hong Kong operates under the currency

board system. Under this system,

* The monetary base is fully backed by US dollar assets, and all changes in the
monetary base are fully matched by corresponding changes in US dollar assets

FASF © BT at afixed exchange rate.

The Hong Kong Monetary Authority (HKMA) provides Convertibility

Undertakings (CUs) (Rf#f335). under which the HKMA commits to sell Hong

Kong dollars upon request by banks at the strong-side CU of HK7.75 per US

dollar, and to buy Hong Kong dollars upon request by banks at the weak-side

CU of HK$7.85 per US dollar

Hong Kong has sizable foreign currency reserves of over US$420 billion, which is s

equivalent to about 1.7 times of the monetary base, ensuring the smooth functioning

of the Linked Exchange Rate System

Source: Hong Kong Monetary Authority

(5) Fctosttctng rico sty ofdoman

) Price range

HRIR L

SR o] 75 74 o P L

Source C: Difficulty in maintaining the Linked Exchange Rate System 2.
) AT 2025 Tn order to maintain the Linked Exchange Rate, Hong Kong s foreign currency

B reserves dropped in 2024 by 15% from their highest level in 2021. Many hedge

. funds (3f}41E) believed that the Linked Exchange Rate System is coming to an
i end and claimed that they would attack the Hong Kong dollar.

LR (58) AT 2026

Source: Summary of news report
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a Calculation drilling (Unit tax) (sample)
Calculation Drilling (Unit tax) (sample) S R

Stage 3: Calculate total expenditure and total revenue after tax

Stage 4: Calculate tax burden

Question (a)
Suppose the government imposes a unit tax of $3.
Unit price ($) 2 3 4 5 6 7
Quantity demanded (units) 27 26 25 24 23 22
Quantity supplied (units) 21 23 25 27 29 31
After tax, market price = §.

u ol

Government tax revenue = §. (18)

BATHER After tax, quantity transacted = units.

EE ﬁE g E soEE _ ‘ -
sumevs‘ tax burden = §_ (1 85) ; ﬁ H% }% 1% u —F $§ ﬂ ’
A - 2 er tax, consumers'total expenditure = $_|
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B 128 BRERIEAS RS Chapter 21 Macroeconomic problems

L R TRm RS (B AASE - 1. Identify the four phases of a business cycle shown by the following diagram.

Guided Example 12.1
Real GDP Y LE7 7\
c _— production cost T Supyl,
Long run /
trend
A ¢ averagd wages rease
il . 0es is elastic. With the
aid of a supply-demand diagram, exp e
2. FERF# & change in wages affectes** ~wanue of shoes.
IS N | "
s | A | FORE | %ap 'ﬁf ’ff %AQu | Eo Rl | Ea A
Point A: S AB:
A 10 15 50 30 it cemen
b. d. Scgment BC:
B 22 18 48 52
C 15 100
2. Circle the correct answers for the features of the four phases of a business cyele 1t the demand for water Bm
D 55 4 ool [ Reow ery Peak Recession Trough quantity is smaller
shest/ shest/
Real GDP (114) it ') (114) ‘""'“’
ovest Lowest
3 SRR IR -
MR (1 <Es<oo) Moderate
N Price level Inflation (High/Low) inflation or (High/Low)
b. MWK O<Es<)) deflation
. —— _—
R Ea= 1)
4 ok (Ea= o0)
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