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could assist him in the examination, and does not hand
over such material to the invigitator before the official
commencement of the examnaticn, will be guity of
infringing the University s examenation regulations and wilt
be lable to punishment as determined by Council

Rough work may be done only on the examination question
paper and must be labelled as such

No notes may be made on any part of the body such as
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This paper consists of two sections Section A consists of TWO questions ALL the questions
in Section A must be answered Section A counts 50 marks Section B consists of four
questions You must answer any TWO of the four questions in Section B Section B counts 50
marks

Hierdie vraestel bestaan uit twee afdelings Afdeiing A bestaan uit TWEE vrae AL die vrae in
Atdeling A moet beantwoord word Afdeling A tet 50 punte Afdeling B bestaan uit vier vrae
U moet enige TWEE van die vier vrae in Afdeling B beantwoord Afdeling B tel 50 punte
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SECTION A/ AFDELING A

You must answer ALL the questions in this section

U moet AL die vrae in hierdie afdeling beantwoord

1 Explain (with the aid of a diagram using the |S/LM/BP analysis) the effectiveness of
expansionary fiscal policies as well as easy monetary policies in an open economy with
fixed exchange rates and perfect capital mobility {(25)
Verduidelk die doeltreffendheid van ekspansionistiese fiskale en maklike monetére

beleide in 'n cop ekonomie met vaste wisselkoerse en volmaakte kapitaalmobiliteit {aan
die hand van ‘'n diagram en die 1S/LM/BP-ontleding) (25)
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Use the hypothetical information provided below to record the South African
balance of payments transactions, using the double-entry bookkeeping
procedure (12)

Gebruk die onderstaande hipotetiese inligtng om die Suid-Afrikaanse betalings-
balanstransaksies volgens die dubbelinskrywing-boekhouprosedure op te teken (12)

Vi

South Africa (SA) exports R500 of computers to France, with payment to take place
in three months

Suid-Afrika (SA) voer R500 se rekenaars uit na Frankryk, en betaling moet binne
drie maande geskied

SA imports R400 of goods from the United Kingdom (UK), makmg immediate
payment by buying pounds from a British bank

SA voer R400 se goedere uit die Verenigde Koninkryk (VK) in en betaal enmiddelhk
deur ponde by 'n Britse bank te koop

You travel to the UK for holiday and spend H300
U hou vakansie in die VK en spandeer R300

SA gives aid of R200 to another Afncan country
SA verleen hulp van R200 aan 'n ander Afrikaland

A South African ciizen buys R100 of stock in Belgium Belgian euros are purchased
from a South Afncan bank

'n Suid-Afrikaanse burger koop R100 se voorraad in Belgie Belgiese euro’s word by
'n Suid-Afrikaanse bank gekoop

A British citizen buys R50 of South African government bonds The British citizen
buys the rands from a South African bank

'n Britse burger koop R50 se Suid-Afrikaanse staatseffekte Die Britse burger koop
die rande by 'n Suid-Afrikaanse bank
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(b) Using the transactions you recorded i Question 1, fill in the South African
balance-of-payments table below {(13)

Vul die onderstaande Suid-Afrikaanse betalingsbaianstabel in ooreenkomstig die
transaksies wat u in Vraag 1 opgeteken het (13)

South African balance of payments
Suid-Afrikaanse betalingsbalans

Lhivoer

Imports ‘
Invoer

Tounst Services
Toensmedienste

Unilateral transfers
Eensydige oorpiasings

Financial flows, net
Finansiele vioele, netto

Balance
Saldo

[25]
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SECTION B/ AFDELING B
You must answer TWO of the following FOUR questions

U moet TWEE van die volgende VIER vrae beantwoord

3 Explain why the following happens according to monetarnists
Verduidellk waarom die volgende volgens monetariste gebeur

Nations can retam control over therr money supply under a flexible exchange rate
system, but not under a fixed exchange rate system (15)

Lande kan volgens 'n buigsamewisselkoersstelsel beheer oor hul geldvoorraad
behou, maar nie volgens 'n vastewisselkoersstelsel nie (15)
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(b) Nations could not steriise continuous money outflows or inflows under a fixed
exchange rate system in order to retain control over their money supply (10)

Lande kon volgens 'n vastewisselkoersstelsel nie deurlopende geldinvioeie
of -uitvloeie steriseer om beheer oor hulle geldvoorraad te behou nie (10)
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It, for every debit or credit in the balance of payments, an offsetting credit or debit,
respectively, of an equal amount is entered,

indien 'n kompenserende krediet of debiet van 'n gelyke bedrag vir elke krediet of debiet
in die betalingsbhalans ingeskryf word,

{a) how can a nation have a deficit or a surplus In the balance of payments? {5)

hoe kan 'n land 'n tekort of surplus in sy betalingsbalans hé? (5)

[TURN OVER]
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(b) how s a defiert or a surplus in the balance of payments measured? (12)
hoe word 'n tekort of surplus in die betalingsbalans gemeet? (12)
[TURN OVER]
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why are the concepts and measurement of deficit or surplus not appropriate under
a flexible exchange rate system? {5)

hoekom (s die konsepte en meting van 'n tekort of surplus nie volgens 'n  buig-
samewisselkoersstelsel geskik nig? (5)
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(d) what s the difference between disequiibnium and a deficit In the balance of
payments”? (3)

wat s die verskil tussen disekwilibrium en 'n tekort in die betalingsbaians? (3)

[25]
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5 Discuss the purchasing power parity theory (25)
Bespreek die koopkragpariteitsteorie (25)
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Evaluate the significance of imbalances that may occur within the balance of pay-
ments {15)

Evalueer die belang van onewewigtigheid wat in die betalingsbalans mag voor-
kom (15)
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(b) Brefly explan the difference between the “elasticity approach’ and the
“absorption approach” as interpretations of the effect of a devaluation on dis-
equilibria on the balance of payments (10)

Verduidelk kortiks die verskil tussen die “elastisiteitsbenadering” en die
“absorpsiebenadering” as vertoikings van die uitwerking van ‘n devaluasie op
disekwilibriums i die betalingsbaians (10)
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ROUGH WORK WILL NOT BE MARKED / ROFWERK SAL NIE GEMERK WORD NIE
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