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QUESTION ONE: External influences on trade and employment

2

Model One: A simple circular flow model of New Zealand producers,
households, and the overseas sector

Consumptionspending (C)

Households

Goods and services

Export receipts (X)

Exports

Producers

Overseas

Resources

Income (Y)

(@) () Using Model One above, explain how a recession in China and Australia could negatively

affect New Zealand's economy.
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(i) Explain how a recession in both China and Australia could negatively affect the

A

N1d

ADT

(b)

(i)

(ii)

New Zealand Government's macroeconomic goal of a balanced current account.
In your answer, refer to the components of the current account, and relevant flows from
Model One on page 2.
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On Graph One above, show the effect on the New Zealand economy of China and
Australia being in recession. Label ail changes, including to the recessionary gap.

Using your changes to Graph One, explain how China and Australia entering a recession
could affect the New Zealand Government's goal of full employment.
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(c) Explain why a recession in China and Australia might have only a temporary effect on New
Zealand’s current account. In your answer, refer to the resource material above and Model One
on page 2.
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QUESTION TWO: Fiscal policy decisions and economic growth LS a5 60

(a) Referring to the multiplier formuta, and the resource material above, calculate and explain the
final effect of a $9.97b increase in health and education spending on real GDP and economic
growth.

Assume that the marginal propensity to save (MPS) is 0.15.
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Assume the predicted fall in visitor spending decreases export receipts by the same amount.

(b) (i) Usethe MPS of 0.15 to calculate the fina! change in real GDP from the fall in export
receipts.
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(i)  Referring to your calculation in (i) above, the multiplier, and the resource material, explain
the final effect of a decrease in export receipts on real GDP and economic growth.
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( Question continues on the next page » )
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(c) Referring to the resource material above, explain the potential long term positive effects on
economic growth of both the increased spending on health and education and the increase in

the IVL.
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QUESTION THREE: Impact of expansionary monetary policy on price stability and
employment under different recessionary gaps

(a) Explain how expansionary monetary pohcy affects mterast rat in New Zealand.
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(b) (i) Referring to Graph Two above, explain how expansionary monetary policy will affect
households businesses, and mflatlon
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(i) Referring to Graph Two on page 10, explain how a depreciation of the exchange rate will
affect inflation.
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(iii)

12

Referring to Graph Two and the resource material on page 10, explain why the
expansmnary monetary policy will be effectlve m chlevmg price stability.
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Graph Three: The New Zealand economy
with a small recessionary gap
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(c) Explain the effectiveness of expansionary monetary policy on lowering unemployment when
New Zealand has different recessionary gaps.
In your answer, refer to Graph Two and Graph Three.
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Extra space if required.
Write the question number(s) if applicable.

i Forble b fe EW emp by grenl Fins o ¥F

:‘«//J‘/w\ }5 Ul U G /L 4.'u/¢«—-. { N Crieses Fory o P
b Pl Moebone conmsing in bk divon nerine

I'f\f‘i!‘}VJ I‘MMMJ‘J' /; /MI"—{#‘? /'chasld/é;y/{m/\)dm (‘}W»,{f-z

ﬁ“ “n AW Jcarme “s & A /‘w

[anZ M:,f;l; AS LML ﬂrun /}} A» 4)/?. rL/:c%L

3 ,rnﬂ @ (u, M:»; N An a\.»c Fura o te /
(Z,M /’L’ i N 071 7 1ot in pal

[ Cin vs (¢ uw.‘-,(/

Economics 91403, 2025 00082



00082

15

Extra space if required.
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Excellence

Subject: Economics
Standard: 91403
Total score: 23
Grade
Q Marker commentary
score
In part (a)(i), the candidate explained why the recession in China and Australia
causes a decrease in exports and therefore a fall in export receipts and the
negative impact on the New Zealand economy.
In Part (a)(ii), the candidate:
e identified the main components of the current account
e made an assumption that import receipts remain unchanged
e showed the worsening of deficit due to falling export receipts.
In Part (b)(i), they showed the correct movement of AD to AD,, PL;, and Yy,
and identified and labeled the original and new recessionary gaps.
The answer to Part (b)(ii):
e states the negative impact on the Government goal of full employment
One E8 refers to Graph One

identifies export receipts as a component of AD

shows the decrease in X causing a decrease in AD

shows the increase in recessionary gap from RG to RG;

shows that unemployment increases due to staff layoffs to maintain profit
levels with decreased production.

In Part (c), the candidate:

e explained why depreciation occurs

e explained why export receipts increase due to price competitiveness

e identified Australia and China as New Zealand’s largest trading partners

o identified the impact as temporary

e Shows the improved balance of goods and balance of services with a larger
surplus or smaller deficit.




Two

E8

The answer to Part (a):

e identifies the multiplier and correctly calculates final change

e explains how government spending becomes others’ spending through the
multiplier

e uses marginal propensity to save (MPS) to calculate saving and respending

¢ identifies the multiplier concept of each S being used / spent multiple
times.

In Part (b), the candidate:

e correctly calculated the final fall in export receipts

o identified loss of export receipts, income, and re-spending due to fewer
tourists

e showed that 85c in each dollar is re-spent.

In Part (c), the candidate identified:

e that Government spending on health will lead to increases in productivity
and lower future spending with less sickness

e that Government spending on education will lead to a more skilled
workforce and improved productivity

e that Government spending of International Visitor Conservation and
Tourism Levy revenue would lead to increases in future tourism

e that the above will have an overall positive impact on economic growth.

Three

E7

In Part (a), the candidate stated that EMP reduces OCR and banks will reduce
interest.

In Part (b)(i), they:

e gave two reasons for household spending (C) increases

e explained why investment spending (1) increases

e showed that AD increases as a result of the increase in C and |
o referred to Graph Two

o identified demand pull inflation

e showed that the increase in PL to PL; causes inflation.

The answer to Part (b)(ii):

e explains how EMP leads to depreciation

o refers to Graph Two

e explains how the depreciation causes an increase cost of imported raw
materials, decreasing AS, and bringing about cost push inflation.

In Part (b)(iii), the candidate:

e used data from the resource

e identified PTA

e explained the increase in PL to PL; as a result of both an increase in AD and
a decrease in AS

¢ named demand pull and cost push inflation

e explained the purpose of not falling below accepted targets.

The answer to Part (c) recognises that expansionary monetary policy is more
effective in lowering unemployment when the recessionary gap is larger and
the employment of idle capacity. It Refers to Graph Two and Graph Three.




	3F4CE364B8C548D80B6174C99A23B4CC
	Achievement
	Merit
	Excellence

	B7D2FB88656BDFD338205BF530B579E2
	Achievement
	Merit
	Excellence

	6A11CB975FAFD023FEC47511366C5CF7
	Achievement
	Merit
	Excellence

	CA02D812DA5CCE3743B92F13237AA99D
	Achievement
	Merit
	Excellence




