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Proposed changes for the “Economics Curriculum and Assessment Guide -Supplementary Document” (Full version)
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o National Income Determination and Price Level
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The determination of level of

output and price
(i) Changes in the equilibrium | » Students are expected to grasp the comparative statics analysis (i.e. comparing the initial and final

level of output and price equilibria) in the
level caused by change(s) in | (1) shortrun, and
the AD and/or AS (if) Tong run.
However, they are NOT expected to describe the mechanism / adjustment process (i.e. the
mechanism / adjustment process from the initial equilibrium point to the new equilibrium point
caused by a change of exogeneous variables).
eguHibrium: Students are expected to understand the market adjustment mechanism that eliminates
a short run output gap.
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Macroeconomic Problems and Policies
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Unemployment
(i) Meaning of unemployment
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o Students are expected to understand the meanings of
Natural rate of unemployment (which consists of frictional unemployment and structural
unemployment), and
Cyclical unemployment
[Note: Students are NOT expected to grasp the models or theories of unemployment, e.g. search theory

of unemployment.]
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International Trade and Finance
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Brief introduction to the balance
of payments account

 Current account
- Main components of the

current account: goods,
services, income and current
transfers

« Students are expected to understand the components of balance of payments account: current
account, capital account and financial account.

. Students are expected to understand

U

(1) whether and how a glven transaction affects the current account;
(if) the meaning of trade surplus and deficit, and
(iii) the meaning of current account surplus and deficit.

[Note: (i) Trade balance refers to visible trade balance in the curriculum and assessment, though the
Census and Statistics Department has ceased to publish visible trade balance statistics. It publishes
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(N.B. Sub-classification of
these components NOT
required)
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statistics of balance of trade in goods and balance of trade in services. (ii) The Census and Statistics
Department has adopted the change of ownership principle in the compilation of current account.
Teachers are advised to introduce this principle to students to enhance their understanding of the
economic situation and trade pattern of Hong Kong.
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 Capital account and financial
account

(N.B. Sub-classification of this

aeeount these accounts NOT

required)

« Students are expected to understand
(i) whether and how a given transaction affects the capital account and/or financial account,

(if) the meaning and role of foreign and official reserve in the Bbalance of Ppayments-Aceeunting,

[Note: The Census and Statistics Department has announced the separation of the capital and financial
accounts in 2023 to align with the international conventions used for compiling a balance of payments
account.]

o Students are expected to understand the meaning of balance of payment surplus and deficit and its
relation with the foreign and official reserve.
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Monopoly (1) Simple monopoly o Students are expected to
Pricing pricing (1) understand and illustrate numerically the relationship between price and marginal revenue under
* Determination of simple monopoly pricing,
price, output and (i) show the relationship between demand curve and marginal revenue curve graphically,
monopoly profit (ii1) determine profit-maximizing output and price graphically and numerically,
« Efficiency (iv) show the relationship between marginal cost curve and average cost curve graphically,
implications (v) show the monopoly profit graphically,
(N.B. Graphical and (vi) explain why simple monopoly pricing is inefficient, i.e. marginal benefit is greater than marginal
numerical cost, and illustrate with consumer surplus, producer surplus and deadweight loss,
illustrations with (vii)compare the output, price and efficiency implications between monopoly under uniform pricing and
given demand, perfectly competitive market, and
marginal revenue and (viii) understand and explain verbally that under certain circumstances monopoly may be beneficial to
marginal cost curves) society, for example, economies of scale, motivation and funding for research and development.
« Circumstances under
which monopoly may | [Note: Students are NOT expected to demonstrate the change in monopoly profit when the demand curve,
be beneficial to | marginal cost curve, or average cost curve shifts. ]
society
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(ii) Price discrimination
* Meaning of price
discrimination
« Pypes—Fust—second
: .
Licerimi Breet
« Conditions for
diferent—tvpes—ot
price discrimination
(N.B. Price and output
determination NOT
required)

(i) (Efg7

- ERRIHER

R ——
Sre= R
23

. BRREE I
frrE

(FE * 0 FORE

{EF& A B Y 53HT)

[5f : SARARTETR KL BRI GRECH A R EEhRy R T ERET AR -

o Students are expected to give examples of differenttypes-ofprice discrimination.
[Note: Students are NOT expected to grasp efficiency implications of different-types-efprice
discrimination.]
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Extension of (i) Hlustration of  Students are expected to
Trade Theory comparative costs and (i) understand the slope of production possibilities frontier as marginal cost of producing good X,
7 A I gains from trade with (ii) illustrate comparative advantage with the aid of production possibilities frontiers and/or terms of
S the aid of production trade,
fef possibilities frontier (iii) determineproductionpoint understand the determination of the production point under increasing
marginal cost and constant marginal cost (partial specialization and complete specialization), and

(NB The use of (iv) show the gains from trade.

indifference curve

NOT required)
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Economic (iv) International/regional | ¢ Students are expected to interpret graphical and numerical data related to economic growth of different
Growth and comparison economies.
Development « Students are expected to understand the meaning of purchasing power parity and its use in conducting

international and regional comparison.
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