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Introduction

The aim of the intensive H2 Economics course is to provide a
direct, thorough and straight to the point revision for all ‘A’
Level students who wants a thorough revision just before final
exam to ensure that they do well for the subject.

For students who are already doing well in Econs, we believe
that this revision shall help you to have a better understanding
of the subject and offer you more focus for your essay and case
study. For those students who have not been doing well, we
believe that it is STILL POSSIBLE for you to catch up as we have
done it before with previous students who came from various
Junior Colleges and various degree of understanding in Econs.

In the next few pages we shall present all the information and
concepts in a condensed form that MUST be memorised as they
are the basic information necessary to at least pass the H2
Econs. We believe that you will put in effort for this last leg of
the race to make sure you go through the notes. We guarantee
that you shall reap the rewards at the end!
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NHumber of sellers
Barriers to entry
Ability to set price
Long run economics profits

Product differentiation
How to illustrate profits: Examples
Supernormal Demand Curves
Normal
Subnormal
Pricing and Output strategies
Monopoly
Oligapoly
5 Monopolistic competition
Effect on total revenue Perfect iti
Factors affecting supply
Price of good
Cost of production
Technology
Govt policies.
Market structure Seller price expectations

Humber of sellers
Factors affecting elasticity Weather
Availability of substitutes
Proportion of income spent
Degree of necessity
Time period

Factors affecting demand
Price

‘ and supply ’. Taste and preference
| Market failure | - Real income

In a free market resulting in welfare loss.

Substitutes and complements
Population sizei structure
Expectation of future prices
Climate

C‘arkﬂl failure occurs when there is an inefficient allocation (ﬂremllmel)

Productive efficiency -
Producer has exploited internal EOS and reached MES.

Interaction between demand and supply curves
Must draw and explain
Simultaneous shift

Positive externalities refers to benefit .
from pi i jon enjoyed e ( ) peieat
by third parties example i - E
) H Allocative efficiency
intervention Firm producing the combination of goods preferred by consumers. P= MC or SMB = SMC.
Subsidies :
Rules and regulations
Public ownership
Negative externalities refers to the costs of production
B or consumption which falls on third parties example
ing drink driving, i L
w rit good leads to i
 me S < ",/ Why demerit good leads to inefficiency
E SMC>SMB
D h
e Draw graph
Govt intervention % Govt intervention
Taxes Definition - non rivalry and non excludable -+| Govt provision
Rules and legislation R e e e e e Subsidies
Tradeable permits ( pollution) Existence of public goods leads to inefficiency because the cost of providing to 100 people is the same
Nationalization as providing to 10000. If the marginal cost of production if zero, then efficient price to charge is zero for

P= MC. However, if price is charged, there is welfare loss and if no price, then no private firm will supply.

Overview of Micro Economics
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Definition
Flow of people, ideas, money and goods and services

(Impmg on developed and developing mlmlries)

Theory of CA
Terms of Trade

Current Account = visible # invisible trade
‘Capital Account = investment and capital flow
Official Financing i.e borrowing from IMF or lending from reserves

Effects of unemployment
loss of output to economy
. Loss of tax revenue
Higher expenditure low income

Impacts of BOP Deficit
Outflow of investment o
SOL improve "
Unemployment
Reduced GDP

Demand Pull
Cost Push

Effects of Inflation
Discourage saving
Redistribution of income and wealth
Social discontentment
Adverse effect on BOT/ BOP
Loss of confidence in future value of currency

PTRTLILLLL Unemployment versus inflation

Definition
The unemployment level refers to the number of
people who are actively looking for work i.e. those who are

willing and able to work but are without a job

Economic growth

Effects
Devaluation will make imparts expensive
Appreciation will make exports expensive
Fluctuations causes uncentainty
Increased speculative activity
on

ADIAS analysis

Injection/ Withdrawals
AD = CIGK-M

Accelerator

Actual growth
Potential growth

Why GDP is/ is not a good measure of S0L e

Monetary - int rate up or down
Fiscal -Gor T
Exchange Rate - App or Dep
Supply Side - Mkt oriented or intervene

Exchange Rate Policy
Marshal Lerner Condition
J Curve Effect
Deplete reserves

Fiscal Policy
Time Lag
Uncertainty
Crowding out effect

Irreversible

Contractionary

Monetary Palicy
Interest icity of ion and il
Time lag
e of multiplier
Ability to cut interest
‘Conflicting goals
Other determinants of concumption and investment

Overview of Macro-Economics
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