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QUESTION ONE: Causes of inflation

In 2024, there were large-scale job losses and redundancies in New Zealand. These job
losses had a flow-on effect on businesses such as cafes and restaurants in city centres.

(@) On Graph One below, show the impact of job losses in New Zealand on aggregate demand.
Fully label all changes.

Graph One: AS/AD model of the New Zealand economy
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(b) Explain the impact of job losses in New Zealand on the price level. Refer to Graph One in your
answer.
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Decreasing petrol prices, including the removal of the 10c per litre Auckland Regional
Fuel Tax, have benefitted businesses across the country.

(c) On Graph Two below, show the impact of decreasing petrol prices in New Zealand on aggregate
supply. Fully label all changes.

Graph Two: AS/AD model of the New Zealand economy
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(d) Explain the impact of decreasing petrol prices in New Zealand on the price level. Refer to Graph
Two in your answer.
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Explain whether job losses or decreasing petrol prices will have a bigger effect on the price level
in New Zealand. Refer to Graphs One and Two in your answer.
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QUESTION TWO: Inflation and the quantity theory of money

(a) Use the figures above to explain the difference between disinflation and deflation.
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(b) Explain one reason why the change in inflation rate from 2022 to 2024 is positive for the
New Zealand economy. WoMlee s
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In response to the slowing of inflation rates and slowing economic activity, the
Reserve Bank of New Zealand has been decreasing the Official Cash Rate, resulting in
decreasing interest rates.

(c) Explain why decreasing interest rates may increase the velocity of circulation in New Zealand.
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(d) Using the quantity theory of money, explain how an increasing velocity of circulation will impact
inflation in New Zealand.

In your answer:
state the quantity theory of money

. explain how inflation will be impacted if the velocity of circulation increases but other
variables remain constant
explain how inflation will be impacted if the velocity of circulation increases and the level
of real GDP increases.
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QUESTION THREE: The CPI and its effects on inflation

(a) What does CPi stand for?
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(b) Explain how the CPI is used to calculate the rate of infiation in New Zealand.
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(c) Explain why the rate of inflation, as calculated by the CPI, does not affect all households
equally.
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(d) Explain one reason why government revenue might increase during a time of high inflation.
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(e) Compare and contrast the impact of high infiation on low-income and on high-income
households.

o low Mo we  hagdnds % \’\9\’” ok
Wolh  (oande M\,\/\ X‘Q \;\M% LQ) %
USe A Much to‘-’ger et ol fa -
o O fNelteSokes wiamiet auwl
Woulek  |eve lees mony to USe
- OM*L/ H/\,‘&ﬁg. !V\ l\‘ic}'\ e
quselqu HA-j would alse hewe o
SPM wre  On neceoted fes Hmh beas o
OR "inllahon, bol iy oolod SAU feun
(Moes, et ole (o OHew [ s
Mo =™ low  wigpe hascholds  fawe — @ape
whe o< ot UWde on  moncwom
Woge , Yo mewwe  BGT we e
Q%J e@\%‘ok el Probedbly Lol b
Oble mk oyose” D

Q)PVW L\QL\ eyl
hovse  [wlds  on wsz:@ mesh | TEley
WmevC Lelugd le V0 ngg\w.g 9 CN\AQA

\a FPRATS g,a WL
Sy s R u& hﬁ?} AT,

I\c,& e, \wtep AN «&mkm Als o
h Theeme L\oa}_«»/ﬁ\,ou, % Wl havs

aoels W fak Wil
o D iw &Tjum el LSy

Economics 91222, 2025 —



& & e - - Te . - L - v i - - .
= e ety LI T e Su e by o ] S AT AL LAV N N Do hg ] ey et
s RS s

- . .- . .
. ' aa i . wa Nesee
—_— — e . e e ———— e e Bl LS 2 b

ETT e *saearc
SR o W W S ¥ Y = LELE N

3 = e

03914

10
Extra space if required.
Write the question number(s) if applicable.
Economics 91222, 2025

QUESTION
NUMBER



1"

Extra space if required.
Write the question number(s) if applicable.

QUESTION
NUMBER

P =

03914

Economics 91222, 2025

. Ty D . o - LV T . g
.‘.n,wu;u-{, Reparg o asieia, ) Sanen =t NS e, Mpacet AN, e mpipt



91222

12

Acknowledgements
Material from the following sources has been adapted for use in this assessment:

Question Two (a)
Reserve Bank of New Zealand. (2025). /Inflation. www.rbnz_gowvt.nz/monetary-policy/about-monetary-policy/inflation

Question Two (d)
Westpac. (2025). Economic overview: Tuming the comer. www.westpac.co.nz/assets/Businessftools-rates-fees/documents/
economic-updates/2025/0ther/Economic-Overview_120225-QEO_report_12Feb25.pdf

Economics 91222, 2025 03914

;
Caw e,

v
b B

- b e,

v
LY S

B 3 T
L b RS heEha,

" s nelsl

Seiailond

T

Laseal

Seales s

—



Achievement

Subject: Economics
Standard: 91222
Total score: 11
Grade
Q Marker commentary
score
The candidate explained that a decrease in spending will decrease AD and PL,
and that lower petrol prices will increase AS and decrease PL.
One A4
The candidate could have achieved Merit by referring directly to the graph in
the explanation of the change to PL in part (b) and to AS in part (d).
Disinflation is defined and the way lower interest rates could increase
spending is described.
Two A3 To achieve Merit, there needed to be a reference to increased borrowing in
the explanation of the effect on V from lower interest rates and a direct
reference to PL increasing proportionally to the increase in V.
The candidate:
e gave an idea of how the CPl is calculated
e explained that GST will increase for the Government
Three Ad

o described the effects of inflation on low- and high-income earners.

The candidate could have achieved Merit by explaining, with examples, why
the CPI affects different households.






