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QUESTION ONE: Migration and monetary policy

Immigration surge threatens smooth path to lower interest rates.

(a)

(@

(ii)

Graph One: The New Zealand economy
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On Graph One above show the effect of higher net migration by shifting both curves. Fully
label all changes.

Referring to the changes to Graph One above and the resource material, explain the
impacts higher net migration may have on economic growth.

Higlner net m.@rovl:on w-jmmyk‘k_p_ngzo_q_ demapd s

S&w i, fle Q\P‘\ m\osw oS an oukw ook W\g‘L

e of e m corve from AD w0 AD,. Maummlj?%

qﬂr\er ned V""od'{f‘?“\‘c"" Moy Conge  an  WCYerde n

(‘f‘?ﬁfﬁ’ﬁmxﬂ S:“‘{’E“j) as nay __iﬂﬂkmti WO
‘aremb\(‘e. _,____o_'._rf\oL {~erefore mﬂc{\ PTOGIMC‘EI'G’V: chL\

P o Bcbor ol O\yg-fegsm:le, é“"‘f’l"l‘j g 5 Seen
of i QV\*WW‘A %K% -C e AS S A% Qrom
AS 4o Ag_l Rl S U\JOV’D/ ﬁ‘l‘(‘{' c ol de

AD curve (WO 4 AD)  ond AT cuvve RS b

LN

T s - .
SC T LR b S A L

s ; =
e Tt e

P

-5 ; T,
RS W SN S W S O T

3 N
B L T

R T T T W T W

PR T

LE

e
SRR T R TR

-

B

AT dedadstl L

L=




(b)

3

A?:j_) ChrS<. an (Norease N 7@( QCOHDVL\iC %rlfo\zduq
O, oM@ Cr/‘qFL\ Q_mQ/ FEO\[ GDF x'_S Lt ’{70 fﬂ(fqu—(
ﬂronn. Y 4 1 Gl with  an e‘ﬂf(df‘omﬁﬁj 9‘011{3
Lbedpuean Y‘(‘ a\w‘{- s (us E@L Tl W abowe full
@-‘hf'{m) V\Q@'\‘L [ELV( l )

Referring to the changes to Graph One and the resource material, explain how the higher net
migration could affect price stability. In your answer, state the current Policy Targets Agreement
and explain how this may impact the Reserve Bank’s monetary policy decisions.
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QUESTION TWO: Fiscal policy and economic growth

Households

(a)

Model One: A circular flow model of the New Zealand economy
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Use Model One and the multiplier formula [1/(1=MPC)] to calculate and explain the final effect

on real GDP and economic growth.
In your answer, assume changing tax brackets could lead to a $17.5b tax cut and that the
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Rather than providing tax cuts, the $17.5b could be spent on infrastructure, such as

improved transport, education, and healthcare facilities. This could allow the economy to
accommodate a larger population and also lead to a much larger increase in real GDP and
economic growth.

(b) (i) Explain how infrastructure spending of $17.5b will result in a larger increase in real GDP
and economic growth. Refer to Model One in your answer.
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Explain why increasing spending on infrastructure could also create a larger (more sustainable)

increase in economic growth in the long run, compared to tax cuts. Refer to Model One and the
resource material in your answer.
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New Zealand has recently signed a free trade agreement (FTA) with the European
Union. While FTAs like this can lead to increased economic growth, they can also lead to
increased spending on imports, reducing the multiplier effect of domestic fiscal policy.

(€)

Explain how increased imports could reduce the impact of the multiplier and, as a result, the
final impact either tax cuts or infrastructure spending could have on real GDP and economic
growth. In your answer, refer to Model One and the multiplier effect.

carcency ¢ N e imperks  Joes not Egtae @@QC{;VQ(‘
become the income o anofler persn luing in New
Z&afom;:tl/ ancdrer Mei Zeala ﬁ@moce%ﬁ‘(?@, /mb{?

(a c 9_5‘;%\% ,.'mQremgiuJ {VMFOHS (;@u\c{{ n eg,a:{){‘\;e(\y A },M(,‘{
Taa paltpler etz

Economics 91403, 2024 02008



8

QUESTION THREE: Internal influences on inflation and employment

Economic activity declined in New Zealand for three out of four quarters from December
2022 to September 2023. On a per capita basis, economic activity fell for all four quarters.

(@

Based on the resource information above, identify and mark with an X on Model Two the
likely position of the New Zealand economy in September 2023.

Model Two: The business cycle

Real GDP
% change

(i)

Explain your choice of location of the New Zealand economy on Model Two
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Graph Two: The New Zealand economy

with falling house prices
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(b) (i) On Graph Two above, show the effect of falling house prices by shifting one curve. Label
all changes, including to the recessionary gap.

(i)  Explain, using the changes you made to Graph Two above, the effect of falling house
prices on inflation and employment.

g Amoroliv@ % 'ﬂmg_ wealtly offect 5 ‘P&“ﬁ house fV 1009
Cowe o decrense i Gnfompton gy a8 proart,
oLners  loge Confl'o_{emte._ ConSuntlion S+ ﬂ@ﬁyly

(c) is a Component ob Aggrepek Demany .-
ﬂé‘ a_ decreace Cmf@mfﬁoﬂ %W(f‘.;_ ,_U_'ﬁ ¢

a decreate i a%ke;ﬂe o(flz’f_@”d, ﬂ\f‘{Z}’j’ e

AD curve from AD to ADI' Thi _W\.”_ CAULe GO{E’(!’@I&’
in L‘g&-g_ pricx (evel rom b + fLi apd A O(@Cﬂﬂgfe
n em/gfgymezn‘é 0@04 a'/i{{a‘llf'nm as” _repregen f’fﬂ( /:y
o increage n Hae _r_eCeQ’chx@ a2 94 which
WS o Y 4 Y. rw.ﬂ[t'J noty ); {o r!‘_ as Y has

Thided o decreapec] Gom Y o Y‘l

Economics 91403, 2024 P



10

Fuel prices have risen since the fuel tax discount ended.

Graph Three: The New Zealand economy
with higher fuel prices
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(c) (i) On Graph Three above, show the effect of rising fuel prices by shifting one curve. Label all
changes, including to the recessionary gap.

(i)  Explain, using the changes you made to Graph Three above, the effect of rising fuel prices
on inflation and employment.
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(d) Explain which of falling house prices or higher fuel prices will have a greater impact on inflation
and employment. In your answer, refer to the changes you made to Graph Two and Graph
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Grade
score

Marker commentary

One

A4

The response was awarded an A4 because the candidate:

shifted both curves correctly with PL; and Y1 marked. It did not achieve a
Merit as the shift in AD was not greater than shift in AS

related the increase in AS to the fall in cost of production leading to
increase in real GDP

stated the policy target agreement (PTA) and increase in Official Cash Rate
(OCR), although PL stable.

Two

A3

The response was awarded an A3 because the candidate:

completed the calculations correctly but missed the concepts
identified the increase in Government spending
explained that healthier, better educated people increase productivity.

Three

A4

The response was awarded an A4 because the candidate:

plotted X correctly

correctly cited the definition of a recession

shifted the AD curve shifted with PL; and Y1 marked. It did not achieve a
Merit as the change in recessionary gap was not correctly identified

stated the loss in consumer confidence caused a fall in consumption which
caused a fall in AD as consumption is a component of AD

shifted the AS curve correctly with PL; and Y; marked. It did not achieve a
Merit as the change in recessionary gap was not correctly identified
explained the increasing fuel costs causes an increase in the cost of
production and falling AS.






