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PART A: THE BALANCE OF PAYMENTS 

The table below shows selected data for a hypothetical economy with a floating exchange rate 

Balance of payments items $ billion 

Exports 800 

Imports 840 

Net services -370 

Net primary income -415 

Net seconday income 185 

Capital account 130 

Reserve assets -120 

 

1. Calculate the value of the current account for this economy?      (1 mark)                                

_________________________________________________________________ 

2. Calculate the value of the financial account for this economy        (1 mark) 

_________________________________________________________________
3. Describe the impact of an increase in the terms of trade on the balance of payments  (2 marks) 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________ 
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Figure 1: Current Account and International Investment 

 

Source: ABS 

4. With reference to Figure 3, describe the relationship between foreign investment and net primary 

income         (2 marks) 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________
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5. Discuss the theoretical impact of an appreciation of a country’s currency on exports and imports  

(4 marks) 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________ 
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PART B: FREE TRADE & PROTECTION 

The following diagram shows the effect of a subsidy on the Australian market for passenger motor 

vehicles. 

 

Figure 2: The market for passender motor vehicles 

1. Calculate cost of the subsidy to the government budget?    (1 mark) 

_________________________________________________________________ 

_________________________________________________________________ 

2. Outline TWO reasons why Australian governments continue to provide subsidies to automotive 

manufacturers                                                                                                             (2 marks) 

_________________________________________________________________ 

_________________________________________________________________ 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________ 
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3. Describe ONE economic benefit and ONE economic cost of a reduction global protectionist policies 

on the Australian economy            (3 marks) 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________ 

4. Using examples, discuss the impact of regional trade agreements on developing economies (4 marks) 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________
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PART C: RESEARCH ON THE IMPACT OF CHANGES IN THE GLOBAL ECONOMY ON 

AUSTRALIA’S TRADE & FINANCIAL FLOWS AND STRUCTURE OF INDUSTRY 

In your answer you will be assessed on how well you: 

 Use your research knowledge and the information provided 

 Apply economic terms, concepts, relationships and theory 

 Present a sustained logical and cohesive response to the question 

With reference to Figures 3 & 4 and you own research knowledge answer the extended response question below 

(use the separate exam booklet provided for your answer). 

Figure 3: 

 

Figure 4: Selected data on Australia’s trade: 

 

Extended response question: Examine the reasons for changes in the composition and direction of Australia’s trade, 

and explain the impact of these changes on structural change in Australia. 


