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Al

In the table below, provide the missing details as numbered (1) to (5)
National income and production accounts of South Africa
Compensation of employees

Plus Net operating surplus

Plus Consumption of fixed capital

Equals (1) Gross value added at factor cost

PlusOther taxes on production

Less(2) Other subsidies on production

(3) Gross value added at basic prices

Plus(4) Taxes on products

Less(5) Subsidies on products

EqualsGross value added at basic prices

A?

Using the terminology below, complete the relationship between GDP and GDE
C - final consumption expenditure by households

| - capital formation (or investment spending)

G - final consumption expenditure by general government

X - expenditure on exports

Z - expenditure on imports

GDP=C+1+ G+ (X-Z)
GDE=C+I1+G



A3

a) If the nominal interest rate is 8,0% and the inflation rate is 4,0%, what will the real interest rate be?

Real = Nominal — Inflation
Real i = 8% - 4%
Reali=4%

b) The growth rate increased from 4% to 5%. What is the percentage point change?

5—4 = 1 percentage point change.

c) The growth rate decreased from 6% to 3%. What is the percentage change?
To calculate the percentage point change, use the following formula:

% change = (new — old) x100

Old

Where new = the latest value and old is the previous value.

In the case above:

% change = (3 —6) x100

6

% change = (-3/8) x 100

% change = -50%

d) The interest rate increased from 6,50% to 7,55%. With how many basis points did the rate change?
1% = 100 basis points

6,50% = 650 basis points

7,55% = 755 basis points

755 — 650 = 105 basis points change

e) Calculate the nominal prime rate if the real prime rate is 12% and the inflation rate is 3%.
Real = Nominal — Inflation

12% = Nominal — 3%

12% + 3% = Nominal

15% = Nominal



A4

Define the following terms
a) Leading indicator

When turning points tend to precede reference turning point, this is a leading indicator

b) Lagging indicator

Specific turning points tend to occur after reference tuming point. It is a lagging indicator

c) Coincident indicator

Specific and reference turning points coincide = coincident indicator

d) Contractual saving

Act of saving against agreed contracts eg. Life insurance

e) Discretionary saving

Current disposable income not spent or saved contractually

A5

When analysing the economy of a specific country, what do the following indicators imply?
a) Gini coefficient of 0,5

Quantitative measure of the degree of inequality in a country’s income

b) An employment coefficient of 0,3 if the labour force grows by 5%

The employment coefficient measures the degree of responsiveness of employment to economic growth. An employment
coefficient of 0,3 indicates that real GDP needs to grow by 16% to accommodate a labour force growth of 5%.

c) A labour absorption rate of 20%

Labour absorption capacity indicates the number of workers per 100 entering the labour market that are able to find work in
formal employment. A labour absorption rate of 20% means only 20 of every 100 workers entering the labour market are able
to find formal employment

d) A PPl of 154,7 and a CPI of 128,8

Consumer Prices (CPI) have increased 28,8% since the base year and Producer Prices (PPI) have increased 54,7% since the
base year.



Ab

Consider the company Ecoboom with the following information. The share price is R25,00, the earnings per share is
R5,00 and the dividend per share is R2,00. Calculate the following.

a) Price earnings ratio

25/2 = 12,5

b) The rate of return

c) The dividend yield
(2/25)x100=8 %

d) What will the dividend yield be if the share price increases to R35,007?
(2/35)x 100 =5,71 %

A7

Define the following concepts
a) An effective exchange rate

Overall movement of Rand against major currencies — weighted average, weighting at rates between Rand and main
currencies. Using different countries shares in SA foreign trade as weights.

b) Multifactor productivity

Growth in output not explained by the growth in quantity of inputs

c) Laspeyres index

Have common denominator base and are therefore comparable

d) Labour productivity

Ratio between output and the labour input used to produce that output



A8

Calculate the specific inflation rate using the information in Table 1. Show formulae and calculations in full.

Table 1: The consumer price index and
inflation in Country X
oPI
(2008 = Inflation
Month 100) rate (%)
2008 2009

January 953 103 5 74
February 970 104 3 69
March 574 1059 80
April 98 2 106 3 76
May 98 5 1069 78
June 995 1071 71
July 997 108 3 79
August 1012 1085 67
September | 102 8 1089 56
October 1031 1091 54
November 1037 1091 49
December 1039 1095
Average
for year 1000 107 3 73

a) Month on month of previous year for October

To calculate the percentage change, use the following formula:
% change = (new — old) x100

Old

Where new = the latest value and old is the previous value.

In the case above:

% change = (109,1 — 103,7) x100

103,7

% change = (5,4/103,7) x 100
% change = (0.052) x 100

% change = 5,2%



b) Monthly inflation rate for December 2009
Use the following formula:

Inflation = [(new/old)  — 1] x 100

Inflation = [(109,5/109,1)"" — 1] x 100

Inflation = [(1,0036)" — 1] x 100

Inflation = [(1,0036)" — 1] x 100

Inflation = [(1,044) — 1] x 100

Inflation = [0,044] x 100

Inflation = 4,4%

c) Explain why the annual average inflation rate is 7,3 with an index of 107,3

Because the CPIl in 2008 is 100.

Question Answer
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