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QUESTION ONE: The two-country model

(a) Explain why New Zealand exports some types of fruit and imports other types.

(b)  On Graph One, label the:
trade price (Pt)
amounts of exports and imports in each country (X and M).

Graph One: The market for oranges
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(c) Explain the impact of the trade in oranges on the quantity purchased and total spending on
oranges by New Zealand consumers. Refer to Graph One in your answer.

(d) Compare and contrast the impact of the CPTPP free trade agreement with Peru on growers of
different types of fruit in New Zealand.
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QUESTION TWO: The price taker model

(@) Explain why the world price in the price taker model is shown as a horizontal line.

The 2023 exports are labelled as X on Graph Two below.

Graph Two: The market for kiwifruit
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(b)  On Graph Two, show the effect of the improved harvest in 2024 on kiwifruit exports by labelling:

. the new supply curve S, ,,
. the new level of kiwifruit exports as X,.

(c) Explain how the improved harvest impacts New Zealand consumers’ spending on kiwifruit.
Refer to Graph Two in your answer.
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(d) Explain the impact of the improved harvest on the current account balance. Refer to Graph Two
in your answer.

(e) Compare and contrast the impact of the improved harvest on kiwifruit growers and on workers
who pick kiwifruit. Refer to Graph Two in your answer.
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QUESTION THREE: Trade and the exchange rate

—

(@) Apart from the USA and Australia, name one of the top five countries New Zealand:

Exports to

Imports from

—

Graph Three: The market for the NZ$
with an increase in exports
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(b) (i)  On Graph Three, show the effect of increased exports to the USA.

(i)  Explain how an increase in exports affects the NZ$ exchange rate. Refer to Graph Three
in your answer.
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Graph Four: The market for the NZ$
with an increase in imports
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(c) (i) On Graph Four, show the effect of increased imports from the USA.

(i)  Explain how an increase in imports affects the NZ$ exchange rate. Refer to Graph Four in
your answer.

(d) Compare and contrast the impact of a depreciation of the NZ$ on New Zealand tourists visiting
the USA and on New Zealand businesses importing consumer products from the USA.

( Answer space continues over » )
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