Economics

Course Outline (for F.5 and F.7 students)

1. Introduction

Economics is a science that studies human behavior under different constraints.  Just like other subjects, there is no short cut to a distinction in Economics.  However, if you can master some important and useful skills, you can get an excellent grade in the examination.  

2. Preparation for Examination

a. Understand and memorize the key concepts and definitions.  

b. Be able to do important calculations, such as price elasticity, GDP, GDP deflator, bank multiplier, etc.

c. Be able to draw clear and correct diagrams, e.g. market model, IS-LM model, Keynesian model.

d. Finish the past papers and analyzing the mistakes you do carefully.

e. Pay attention to what happens in your daily lives, such as some government policies.

f. Read newspapers.  Some newspapers publish the passages of economists, you can learn how to make use of the economic theories from them.

3. Examination Strategies

a. Time allocation.  You should plan how much time you will spend on thinking, writing down and checking your answers.

b. Analyze the questions carefully.  You should pay attention to the key words of the questions because they will guide you to find out the answers.

c. Well-organized.  You should answer with introduction, main body and conclusion.  Well-presented answers can help you get higher marks.

d. Consider different possibilities.  Generally speaking, the answers are not so straightforward.  You need to consider different situations and different results.  Do not just say True or False at the beginning of the answers.  You should get your conclusions through reasoning. 

e. Draw diagrams.  Even the questions do not ask you to do that, you can use diagrams to present your ideas.  Of course, the diagrams should be clear and you should write down complete sentences to explain the diagrams.

f. As to multiple-choice questions, if you cannot find out the correct answers at once, you can rule out the wrong choices first.  And you should be familiar with the concepts and calculations.

Model question of HKCEE:

1. A few years ago, some people argue that the increased supply of flats of Home Ownership Scheme (HOS) can make the prices of private flats decrease.  Do you think it is true?

Ans:

The flats of HOS and the private flats are substitute goods.  That means when the price of one goods decreases, the demand for the other goods will decrease, and vice versa.  In the diagram, we can see if the supply of flats of HOS increases from S1 to S2, the price of them will drop from P1 to P2, the quantity demanded will increase from Qd1 to Qd2.  That means the decreased price will attract more people to buy the flats of HOS.  However, not all the buyers can buy the flats of HOS because only the winners of the big pool have this chance, so there is excess demand in the market of HOS.  Since the private flats are substitutes of flats of HOS, the buyers who cannot buy the flats of HOS will shift to the market of private flats.  It will increase the demand for private flats from D1 to D2 and the price of private flats will increase from P1 to P2.  So the statement is false.

Remarks:

Many students will say True for this question because they think the concept of substitute goods can be applied in this case.  But they do not know this concept is true only if the market is in equilibrium state.  Obviously, the market of HOS is not in equilibrium state in this case.  So their answers cannot get high marks.
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