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General Instructions 
 

 Reading Time: 5 minutes 
 Working Time: 3 hours 
 Write using black pen. 
 Write your candidate number on the 

top of each page (or front of each 
booklet). 

 All work and this question paper to be 
collected in one bundle. 

 Board-approved calculators may be 
used. 

 Do NOT write in margins – Ask for 
extra booklets if you need more space 
for your answers 

 
 
 

Structure of Paper & Instructions 
 

 Total Marks: 100 
 Section I (20 marks): 

Answer all questions in the 
Answer Booklet provided. Select 
the alternative A, B, C or D that 
most fully and correctly answers 
the question. 

 Section II (40 marks): 
Answer all questions in the 
Answer Booklet provided. 

 Section III (20 marks): 
Attempt one question from this 
section. Answer this question 
after carefully reading the 
stimulus material.  

 Section IV (20 marks): 
Attempt one question from this 
section. 

 
 

CHECKLIST 
Each boy should have the following: 
1 Question Paper 
1 Multiple Choice & Short Answer Booklet 
2 Writing Booklets 
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SECTION I 
20 marks 

Attempt questions 1 - 20 
Spend no more than 35 mins for this section 

Use the multiple-choice answer sheet on the front page of the  
Answer Booklet for Questions 1 - 20 

 
 
1. Which economic objectives would a government find it most difficult to achieve 
 simultaneously?  
 
(A) Low inflation and greater international competitiveness. 
(B) Increase in employment and a more even distribution of income. 
(C) Lower unemployment and high economic growth. 
(D) Environmental sustainability and high economic growth. 
 
 
2. Which of the following statements is not true regarding macroeconomic policies? 
 
(A) Fiscal policy has a shorter impact lag but longer implementation lag compared to  
 monetary policy. 
(B) In the current policy mix, fiscal policy plays a more dominant role in terms of economic 
 management than monetary policy. 
(C) Monetary policy is more effective constraining aggregate demand than expanding it. 
(D) Monetary policy has a blunt effect and is less politically influenced compared to fiscal policy. 
 
 
Question 3 relates to the graph below showing income distribution for a particular country: 
 

 
 
3. What is the value of the gini coefficient for this country? 
 
(A) 1. 
(B) -1. 
(C) 0. 
(D) 0.5. 
 
 
 



 

Question 4 relates to the graph below showing the impact of a tariff: 
 

 
 
4. Which area(s) represent the loss in income for foreign producers following the 
 introduction of the tariff? 
(A) AGEC. 
(B) CEMN. 
(C) BCML + EFRN. 
(D) ABC + GEF. 
 
 
Question 5 relates to the following graph showing a business cycle for a particular country: 
 

 
 
5. What combination of policies would be most appropriate for a 

 government at point 2? 
 

 
(A) 
(B) 
(C) 
(D) 

Fiscal Policy Monetary Policy 
Smaller budget surplus Higher interest rates 
Smaller budget deficit Lower interest rates 
Larger budget surplus Higher interest rates 
Larger budget deficit Lower interest rates 
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Questions 8 & 9 relate to the graph below which shows the demand and supply for the 
Australian dollar in terms of US dollars under a fixed exchange rate: 
 

 
 
8. How many Australian dollars would the RBA need to buy to maintain the price of an 
 Australian dollar at 0P1? 
 
(A) Q1Q. 
(B) Q1Q2. 
(C) QQ2. 
(D) 0Q2. 
 
 
9. Which of the following statements is true with regards to maintaining the value of the  
 Australian Dollar at 0P1? 
 
(A) The RBA does not have an unlimited supply of foreign currency. 
(B) The RBA will cause inflation when it buys the necessary Australian Dollars. 
(C) 0P1 will ensure that Australian exports remain internationally competitive. 
(D) 0P1 will reduce Australia’s terms of trade. 
 
 
Question 10 is based on the following table of information for a three sector economy: 
 

 Year 1 
Marginal Propensity to Save 0.2 
Investment $1000 bn 
Consumption $1500 bn 
Income $2500 bn 

 
10. If investment increases to $1100 bn, what would be the new level of income in Year 2? 
 
(A) $2625 bn 
(B) $2667 bn 
(C) $3000 bn 
(D) $5500 bn 



 

11. If the headline rate of inflation had been under 2% for some time, what action is the  Reserve 
 Bank of Australia most likely to take in theory, ceteris paribus? 
 
(A)  Expand the economy by encouraging a higher exchange rate. 
(B) Nothing as inflation is under control. 
(C) Buy second-hand Commonwealth Government Securities. 
(D) Adopt an expansionary stance by raising the cash rate. 
 
 
Question 12 relates to the following table of figures for an economy under a floating 
exchange rate: 
 

 $A million 
Exports (Goods) 140 
Imports (Goods) 170 
Net Primary & Secondary Income Credits 50 
Net Primary & Secondary Income Debits 60 
Capital Account 10 
Financial Account 60 
Balancing Item - 10 

 
12. What is the value of the Balance of Goods & Services for this economy? 
 
(A) - $10m. 
(B) - $20 m. 
(C) - $30 m. 
(D) - $50 m. 
 
 
Question 13 relates to the graph below which shows steel production in Australia, using the 
following abbreviations: MB = Marginal Private Benefit; MC = Marginal Private Cost; MSC = 
Marginal Social Cost. 
 

 
 
13. What tax (per tonne of steel) is needed for Australia to reach the point of  
 social optimum? 
 
(A) $50. 
(B) $100. 
(C) $150. 
(D) $200. 



 

Question 14 is based on the following table of information for an economy: 
 

 
 
 
 
 

14. What was the rate of economic growth in Year 3? 
 
(A) 1.67%. 
(B) 5.45%. 
(C) 5.83%. 
(D) 6.97%. 
 
 
 
Question 15 relates to the following diagram for an economy: 
 

 
 
15. Which of the following combinations of changes would most likely cause the economy’s 
 equilibrium position to shift from E1 to E3, ceteris paribus? 
 
(A) 
(B) 
(C) 
(D) 

Lower labour productivity Rise in the marginal propensity to save 
Lower interest rates Lower Government spending 
Increase in taxation Higher participation rates 

Increase in the minimum wage Fall in the level of imports 
 
 
 
16. Which of the following conditions would improve Australia’s international competitiveness?  

 
(A) A decline in labour productivity.  
(B) A rise in the value of the $A.  
(C) A fall in the general level of wages.  
(D) A rise in the inflation rate.  
 
 
 
 

Year Money GDP ($ bn) CPI 
1 500 100 
2 600 110 
3 700 120 



 

 
 
17. Where would a pension received by an English citizen living in Australia be recorded in 
 Australia’s Balance of Payments?  
 
(A) As a debit on the Current account.  
(B) As a credit on the Current account.  
(C) As a debit on the Capital and Financial account.  
(D) As a credit on the Capital and Financial account.  
 
 
 
Question 18 refers to the following diagram showing the demand for and supply of the 
Australian dollar on the foreign exchange market: 
 

 
 
18. Which of the following combinations of changes would most likely cause the value of 
 one Australian dollar to change from $US 0.75 to $US0.70, ceteris paribus? 
 
(A) 
(B) 
(C) 
 
(D) 

Lower exports Speculators expecting the $A to fall 
Lower imports Fall in Australia’s interest rates 

Greater investment overseas by 
Australians 

Higher dividends paid to Australian 
owners of foreign assets 

Higher profits made by Australian 
mining companies 

Greater foreign investment into 
Australia 

 
 
 
19. Which of the following statements is true regarding the nature of goods? 
 
(A) Goods whose marginal cost of production is zero are generally non-rival and non-excludable. 
(B) Demerit goods are characterized by their associated positive externalities. 
(C) Goods which have negative externalities are often subsidised. 
(D) Goods which are easily excludable in their nature are best provided by the government. 
 
 
 



 

 
Question 20 refers to the following diagram showing the structure of various taxes: 

 
 
20. Which of the above taxes best represents the Goods and Services Tax? 
 
(A) Tax 1 
(B) Tax 2 
(C) Tax 3 
(D) Tax 4 
 
 

END OF SECTION I 
 
 

SECTION II 
40 marks 

 
The questions for Section II are contained in the Answer Booklet 

Please complete in the spaces provided  
Marks for each part of the question are as indicated 

Spend no more than 1 hour and 15 minutes on this section



 

SECTION III 
20 marks 

Attempt EITHER Question 25 OR Question 26 
Allow at least 35 minutes for this question 

Answer your chosen question in a Writing Booklet 
 
 
In your answer you will be assessed on how well you: 
 Demonstrate knowledge and understanding relevant to the question 
 Use the information provided 
 Apply relevant economic terms, concepts, relationships and theory 
 Present a sustained, logical and cohesive response 
 
 

EITHER 
 
 

25. Examine the effectiveness of Australian macroeconomic policies in achieving 
 their objectives. 
 
 
 
 

 
 

 
 
 

 

‘A period of relative stability in key Australian macro-
economic policy positions appears set to continue’ 
(Plain English, May 2017)



 

OR 
 
 

26. Examine the effectiveness of Australian microeconomic reforms in achieving 
 their objectives. 

 
 

 
 
 

 
 
 

 
 
 

END OF SECTION III 
 
 

SECTION IV IS OVERLEAF 
 



 

SECTION IV 
20 marks 

Attempt EITHER Question 27 OR Question 28 
Allow at least 35 minutes for this question 

Answer your chosen question in a separate Writing Booklet 
 
 
 

In your answer you will be assessed on how well you: 
 Demonstrate knowledge and understanding relevant to the question 
 Apply relevant economic terms, concepts, relationships and theory 
 Present a sustained, logical and cohesive response 

 
 
 

EITHER 
 
 

27. Discuss the causes of changes in Australia’s external stability in recent times. 
 
 

OR 
 
 

28. Discuss the role of the government in attempting to achieve environmental sustainability 
in Australia. 

 
 
 
 
 

END OF THE EXAMINATION 
 



 

SGS 2017 TRIAL HSC ECONOMICS 
ANSWER BOOKLET FOR SECTIONS I AND II 

 
 

Candidate Number: ……….…………………………..... 
 
 

SECTION I 
 
 

(1) A B C D  (11) A B C D 
 
 
 
(2) A B C D  (12) A B C D 
 
 
 
(3) A B C D  (13) A B C D 
 
 
 
(4) A B C D  (14) A B C D 
 
 
 
(5) A B C D  (15) A B C D 
 
 
 
(6) A B C D  (16) A B C D 
 
 
 
(7) A B C D  (17) A B C D 
 
 
 
(8) A B C D  (18) A B C D 
 
 
 
(9) A B C D  (19) A B C D 
 
 
 
(10) A B C D  (20) A B C D 
 
 



 

SECTION II 
40 marks 

Marks for each part of the question are indicated 
Spend no more than 1 hour and 15 minutes on this section 

Answer the questions in the spaces provided below 
 

Question 21 
 
(a) Explain the differing roles of the International Monetary Fund and the World 
 Bank.          (2 marks) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
(b) With reference to one example, explain the concept of a trade bloc.  (2 marks) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
(c) State the full name of 2 multilateral trade agreements of which Australia is a member. 
           (2 marks) 
i) 
…………………………………………………………………………………………………... 
ii) 
…………………………………………………………………………………………………... 
 
 
(d) Compare the effectiveness of mutltilateral trade agreements with that of  
 bilateral trade agreements.       (4 marks) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
       (Continue your answer on the next page) 



 

 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 

 
 

Question 22 
 
Parts (a) & (b) of this question refer to the graph below showing the distribution of income  
in an economy: 
 

 
 

(a) On the diagram above, draw another Lorenz Curve that would represent the  
distribution of income following a fall in unemployment, ceteris paribus. 
          (1 mark) 

 
 
(b) How could the Gini Coefficient be calculated from the diagram above? (1 mark) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 

        (Question 22 continues overleaf) 
 



 

 
(c) Explain 2 distinct costs that occur with rising inequality.   (4 marks) 
 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
 
(d) Explain how 2 policies announced in the 2017/18 Federal Budget might influence 
 Australia’s distribution of income.      (4 marks) 

 
 

…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 

 
       (Question 23 starts on the next page) 

 
 
 
 



 

Question 23 
 
Parts (a) and (b) of this question refer to the table below showing relevant indicators 
for an economy: 
 
 

Year Export Price 
Index 

Australian 
Dollar 

Import Price 
Index 

Japanese 
Yen 

1 100 1.00 100 100 
2 120 1.10 105 100 
3 125 1.20 115 100 

 
 
(a) Describe the change in the value of the Australian dollar from Year 2 to Year 3. 
           (1 mark) 
 
 
…………………………………………………………………………………………………... 
 
 
(b) Calculate the terms of trade in Year 3.      (1 mark) 
 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
(c) Explain the likely impacts of a rising terms of trade on Australia’s Balance of  
 Goods & Services and the Australian dollar.     (4 marks) 
 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
        (Question 23 continues overleaf) 
 



 

 
Part (d) of this question refers to the graph below showing Australia’s Terms of Trade: 
 
 

 
 
 
(d) Explain the reasons for the trends in Australia’s terms of trade since 2011/12. 
           (4 marks) 
 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
       (Question 24 starts on the next page) 
 
 
 
 
 
 
 
 
 



 

Question 24 
 
Parts (a), (b) & (c) of this question refer to the table below showing relevant indicators  
for an economy: 
 

 Consumer 
Price Index 

Nominal 
GDP ($ bn) 

Labour 
Force (m) 

Unemployed 
(m) 

Population 
(m) 

Working Age 
Population (m) 

Year 1 100 500 150 15 200 180 
Year 2 105 550 155 20 205 185 
Year 3 110 600 160 25 210 190 

 
 
(a) Calculate the inflation rate in Year 3.      (1 mark) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
(b) Calculate the labour force participation rate in Year 2.    (1 mark) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
(c) Calculate the unemployment rate in Year 1.     (1 mark) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
 
(d) Explain the impacts of rising unemployment on the Federal Government’s  
 Budget outcome.        (3 marks) 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
…………………………………………………………………………………………………... 
 
        Palace33 
(Question 24 continues overleaf) 
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