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Dear Student 

 

This tutorial letter contains the following: 

 

 comments on Assignment 01 (first semester) 

 comments on Assignment 02 (first semester) 

 the format of the May/June 2018 examination 

 

1. COMMENTS ON ASSIGNMENT 01 

 

The compulsory Assignment 01 consisted of 30 multiple-choice questions and it contributes to your 

semester mark. You had to answer all the questions. 

 

The answers to the questions could readily be deduced from the prescribed book (Mohr), the tables in 

TL101 or the study guide and they are as follows: 

 

Question Answer Question Answer 

1 4 16 4 

2 1 17 5 

3 2 18 1 

4 5 19 - 

5 4 20 3 

6 2 21 3 

7 3 22 2 

8 1 23 1 

9 4 24 4 

10 3 25 2 

11 5 26 3 

12 5 27 5 

13 4 28 5 

14 5 29 2 

15 2 30 5 

 

QUESTION 1: The correct answer is option [4]. 

 

The answer to this easy question is obvious from the prescribed textbook (p 5). 

 

 

QUESTION 2: The correct answer is option [1]. 

 

Moving averages are used to smooth such erratic movements. 

Also see the prescribed textbook (p 14). 

 



ECS2603/201 

3 

 

QUESTION 3: The correct answer is option [2]. 

 

The important concepts covered in this question are explained in the prescribed textbook (pp 33-35). 

Although the explanations might appear complicated, it is in fact simple. GNI is the income earned (or the 

value of production produced) by “nationals” (permanent residents) of a country (anywhere in the world) 

and GDP is the value of production inside a country’s borders (or the income earned inside the borders by 

whoever). 

What can be confusing is that historically we use the concepts GNI and GDP. Why is there an “I” in GNI 

and a “P” in GDP? It is a mere economic convention (a habit if you want). “I” refers to income (which is 

equivalent to the value of production) and “P” refers to the value of production (which is equivalent to 

income). It is thus easier, for the sake of comparison, to rather speak of GNP (the same as GNI) and GDP 

(since both concepts have a “P” in it). For some reason (another economic convention), we do not use the 

concept GDI, which would be the same as GDP.  

 

To summarise: 

*GNI is the same as GNP, but we usually use GNI. 

*GDP is the same as GDI, but we always use GDP. 

*The value of production equals income (P = I). 

 

 

QUESTION 4: The correct answer is option [5]. 

 

The largest contributor was food, beverages and tobacco to the value of R609 840 m at current prices 

(row 6062J) and R442 447 m at constant (2010) prices (row 6062Y). 

See tables S-114 and S-115. 

 

 

QUESTION 5: The correct answer is option [4]. 

 

This question makes use of the theory in chapter 2 of the textbook. Gross saving consists of all the 

mentioned items per definition. 

 

See the prescribed textbook (p 39). 

 

 

QUESTION 6: The correct answer is option [2]. 

 

The correct table is S-134 (bottom) - easy if you know where to look, which is part of the aim of this module. 

 

 

QUESTION 7: The correct answer is option [3]. 

 

All the concepts mentioned in this question are explained on page 69 of the prescribed textbook. 
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QUESTION 8: The correct answer is option [1]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-110 (row 6631L). 

With a value of R81 474 m, agriculture, forestry and fishing was the smallest sub-sector in the second 

quarter of 2016. 

 

NB When values are under consideration and nothing is mentioned regarding constant /current prices then 

it is always assumed that the reference is to current prices. 

 

 

QUESTION 9: The correct answer is option [4]. 

 

This question is about measuring the GDP using the expenditure method. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is table S-110. 

It is clear that manufacturing (row 6634L) forms part of the secondary sector (row 6633L) and that general 

government services (row 6643DL) are included in the tertiary sector (row 6637D). The tertiary sector was 

the biggest contributor to value added in 2015, with the value of R2 467 292 m being more that than that 

of the primary sector (R371 069 m) (row 6630L) and the secondary sector (R751 451 m) (row 6633L) 

combined. 

 

Also see the prescribed textbook (pp 24-25). 

 

 

QUESTION 10: The correct answer is option [3]. 

 

This is another question concerning definitions. 

GDP = C + I+ G +X - Z and GDE = C + I + G. Capital formation (I) is part of both GDP and GDE. 

GDE includes imports and excludes exports. See the explanation at the top of page 36 of the prescribed 

textbook. 

 

 

QUESTION 11: The correct answer is option [5]. 

 

The applicable table here is S-143 but there is no figure available for December 2016. 
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QUESTION 12: The correct answer is option [5]. 

 

This question again is about definitions.  

Statement (a) correctly describes the labour force participation rate, which is not the same as the 

“economically active population”. 

The “production elasticity of employment” measures the degree of responsiveness of employment to 

economic growth. 

 

Also see the prescribed textbook (pp 82-83 and pp 89-90). 

 

 

QUESTION 13: The correct answer is option [4]. 

 

The price index for 2015 is 127.7 and that for 2014 is 116.9. The difference (increase) is 10.8. The 

percentage increase is calculated as (10.8/116.9) x 100 which equals 9,2%. 

 

 

QUESTION 14: The correct answer is option [5]. 

 

For this question you first need to establish which data sheet contains the information you will be 

assessing. It is S-140.  

The solutions to this question are merely read from the table. 

 

For some reason many students battle do just that: Merely read from the tables. If you have battled to 

get the correct solution to this question, please make sure why. 

 

 

QUESTION 15:  The correct answer is option [2]. 

 

The unemployment rate is obtained by expressing the total number of unemployed persons as a 

percentage of the total number of available workers (economically active population). 

To determine the number of available workers in this question we have to subtract the 18 m children, the 

8 m pensioners and the 2 m physically handicapped.  

The unemployment rate is thus 14m / [54m - (18m + 8m + 2m)] = 14 / (54 – 28) = 54/26 = 0,538. 

As percentage it is 53,8%. 

 

Also see the prescribed textbook (pp 91-93). 
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QUESTION 16: The correct answer is option [4]. 

 

Always carefully look at a table’s heading before you decide on a correct answer. 

 

 

QUESTION 17: The correct answer is option [5]. 

 

It would definitively be an impossible task to record the prices of all consumer goods. Price indexes use 

representative baskets (samples) of goods and their prices. Note also that price indexes are not prices. 

 

 

QUESTION 18: The correct answer is option [1]. 

 

Table S-141 (column 7170N) is the correct one. S-141 and S-143 gives percentage changes and not 

indexes. 

 

 

QUESTION 19: There is no correct answer to this question. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-145, not S-155.  

It is clear from table S-145 (7092N) that statements 1, 2 and 3 are incorrect. 

Table S-155 contains percentage changes and not indicators as such, making statement 4 incorrect. 

Statement 5 is obviously also incorrect.  

 

QUESTION 20: The correct answer is option [3]. 

 

For this question, you will need to consult S-113. We are looking for real (that is at constant prices) data. 

The heading of the table supplies the correct answer. 

 

 

QUESTION 21: The correct answer is option [3]. 

 

For this question, you will need to consult S-115 (row 6068Y). 

We are looking for real (that is at constant prices) data. 

 

 

QUESTION 22: The correct answer is option [2]. 

 

For this question, you will need to consult S-115 (row 6068Y). We are looking for real (that is at constant 

prices) data. 

Simple arithmetic is applied: The number increased from R786 985 m to R800 931 m which is R13 946 m. 

The growth rate was (R13 946 m/R786 985 m) x100 equals 1,8% 
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QUESTION 23: The correct answer is option [1]. 

 

 

For this question, you will need to consult S-114 (row 6050J). We are looking for current (nominal) prices. 

This was an easy question (if you know where to look). 

 

 

QUESTION 24: The correct answer is option [4]. 

 

For this question, you will need to consult S-114 (rows 6050J and 6007J). We are looking for current 

(nominal) prices. 

Simple arithmetic is applied: (130 129/1 421 795) x100 equals 9,2%. 

 

 

QUESTION 25: The correct answer is option [2]. 

 

For this question, you will need to consult S-114 (rows 6061J and 6007J). We are looking for current 

(nominal) prices. 

Simple arithmetic is applied: (962 358/2 417 293) x100 equals 39,8%. 

 

 

QUESTION 26: The correct answer is option [3]. 

 

This question is based on data in S-114 (rows 6050J, 6055J, 6061J and 6007J). 

We only have to calculate the contributions for 2008 and for 2015, not for the years in between. 

Simple arithmetic is applied making non-durable goods the only category to record an increase:  

                 (557 758/1 421 795) x 100 equals 39,2% (2008) 

                 (962 358/2 417 293) x 100 equals 39,8% (2015) 

The calculations for durable goods result in a decrease from 9,2 to 8,2 and that for semi-durable goods in 

a decrease from 9,0 to 8,4. 

 

 

QUESTION 27: The correct answer is option [5]. 

 

For this question, you will need to consult S-113 (lower down the page to the left - column 6007D). We are 

looking for seasonally adjusted and annualised real (that is at constant prices) data. 
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QUESTION 28: The correct answer is option [5]. 

 

For this question, you will need to consult S-116 (lower down the page - column 6007L). We are looking 

for seasonally adjusted and annualised nominal (that is at current prices) data. 

The data for the fourth quarter of 2016 is not available and thus the value for 2016 cannot be calculated 

with the numbers as supplied. 

 

 

QUESTION 29: The correct answer is option [2]. 

 

For this question you will need to consult S-116 (lower down the page, columns 6055L and 6007L). We 

are looking for seasonally adjusted and annualised real (that is at constant prices) data. 

Simple arithmetic is applied: (199 093/2 400 052) x 100 equals 9,2%. 

 

 

QUESTION 30: The correct answer is option [5]. 

 

The prescribed textbook (p 73) mentions the four characteristics associated with a business cycle indicator. 
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2. COMMENTS ON ASSIGNMENT 02 

 

Assignment 02 consisted of 30 multiple-choice questions and it contributes to your semester mark. You 

had to answer all the questions. 

 

The answers to the questions could readily be deduced from the prescribed book (Mohr) or study guide 

(SG) and they are as follows: 

 

Question Answer Question Answer 

1 5 16 1 

2 4 17 3 

3 1 18 4 

4 1 19 3 

5 5 20 5 

6 2 21 2 

7 1 22 1 

8 4 23 1 

9 2 24 4 

10 - 25 5 

11 1 26 1 

12 3 27 5 

13 2 28 4 

14 - 29 1 

15 4 30 4 

 

QUESTION 1: The correct answer is option [5]. 

 

Since the consumer price index for the end of 2017 is not available (in the question), it is not possible to 

calculate the rate of inflation for 2017.  

Also see the prescribed textbook (p 111). 

 

 

QUESTION 2: The correct answer is option [4]. 

 

Some statements in this question requires some interpretation. 

Statement 1 is correct. The PPI measures the cost of production and not the cost of living. Statement 2 is 

correct. A depreciating rand increases the rand-value of imports. The PPI measures prices at the level of 

the first significant commercial (local) transaction, which includes imports. Statement 3 is correct. 

Producers mostly pass any price increases on to the consumers. Statement 4 is incorrect (and thus the 

correct option). The PPI pertains to goods only. Also see the prescribed textbook p 116. 

Statement 5 is correct. Since interest rates influence the cost of living more directly (and immediately) than 

the cost of production, falling interest rates may cause the CPI to be lower than the PPI. 
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QUESTION 3: The correct answer is option [1]. 

 

The GDP deflator is calculated as GDP at current prices divided by GDP at constant prices. Statement 2 

is correct. The GDP deflator (2,0) = 1 400 000/A. Thus A equals 700 000. 

 

Also see the prescribed textbook (pp 118-119). 

 

 

QUESTION 4: The correct answer is option [1]. 

 

As mentioned above, the GDP deflator is calculated GDP as current prices divided by GDP at constant 

prices. GDP deflator is 1 000 0000/1 000 000 = 1.  

 

Also see the prescribed textbook (pp 118-119). 

 

 

QUESTION 5: The correct answer is option [5]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is table S-106. 

Note that increasing numbers mean more cent per foreign currency and thus a depreciation of the rand 

(and vice versa). 

 

Also see the prescribed textbook (p 144). 

 

 

QUESTION 6: The correct answer is option [2]. 

 

An increase in income of 20% means that the nominal income increased by 20% per definition, making 

statements 1 and 4 incorrect.  

To derive real income from nominal income the latter has to be deflated by the price index. In this instance 

the deflation (10%) is less than the increase (20%) and thus nominal income has also increased, making 

statement 2 correct. 

 

Also see the prescribed textbook (pp 109 and 153). 
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QUESTION 7: The correct answer is option [1]. 

 

The real interest rate is the (nominal) interest rate minus the inflation rate. When the latter is bigger than 

the former, we have a negative number making statement 1 correct and statements 2 and 3 obviously 

incorrect. Statement 4 is incorrect. It is the lenders that will lose, receiving an amount of money with less 

purchasing power that that which they lent out. Statement 5 is incorrect. The nominal value remains the 

same per definition. 

 

Also see the prescribed textbook (p 181). 

 
 

QUESTION 8: The correct answer is option [4]. 

 

A depreciation of the rand against the US dollar increases the rand price of imports with the dollar price 

remaining the same (the US exporter determines the price in his currency). If we import a car for $20 000 

at an exchange rate of R10/$, the car will cost us R200 000. Should the rand deprecate to R20/$, then the 

car will still cost $20 000 but we will now have to pay R400 000. (The rand is not accepted as an 

international payment and we first have to buy dollars when we want to import.) Statement 1 is incorrect 

and statement 4 is correct. 

Statement 2 is incorrect. Savings are not related to the exchange rate as such. 

A depreciation of the rand against the US dollar decreases the dollar price of exports with the rand price 

remaining the same (the South African exporter determines the price in his currency). If we export a car 

for R200 000 at an exchange rate of R10/$, the car will cost the USA importer $20 000 (he pays in his 

currency). Should the rand depreciate to R20/$, the car will still cost R200 000, but the USA importer will 

now have to pay only $10 000. According to the known laws of economics, that will increase the demand 

for our cars. Statements 3 and 5 are thus incorrect. 

 

 

QUESTION 9: The correct answer is option [2]. 

 

The formula used to determine the inflation rate is the usual one we use to calculate any percentage 

increase. The increase in the CPI was two percentage points (52,0 - 50,0). The percentage increase 

was 2/50 x 100 = 0,04 x 100  = 4%. 

 

Also see the prescribed textbook (p 111). 
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QUESTION 10: There is no correct answer. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-153. 

Statements 1 (column 6270Z) and 2 (column 6272Z) are incorrect. There were some years in which the 

applicable number was negative, indicating a decrease. Make sure that you consult the numbers at 

constant (real) prices.  

Statement 3 is incorrect as read from the table (column 6270Z). The correct value is R56 304. 

Statements 4 is incorrect (column 6273Y). The average capital/output ratio remained constant from 2010 

up to 2013. 

Statement 5 is incorrect (column 6275Y). The ratio decreased in some years. 

 

 

QUESTION 11: The correct answer is option [1]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-153 (column 6273Y).  

All the statements are, however, incorrect according to the definition of the capital-output ratio. 

Labour, prices and population are not part of the definition. 

 

See page 159 of the prescribed textbook. 

 

 

QUESTION 12: The correct answer is option [3]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-153. 

The correct answers to statements 1 to 4 do not have to be calculated but can simply be read from the 

table (6270Z). 

Statement 5 is obviously incorrect according to the definition. 

 

 

QUESTION 13: The correct answer is option [2]. 

 

No calculations were required since the base year is normally set at 100. Also see page 100 of the 

prescribed textbook. 
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QUESTION 14: There is no correct answer. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-138. 

Statement [a] is correct. See column 7085N. 

Statement [b] is incorrect. See column 7078L. 

Statement [c] is incorrect. See column 7078L. Excess capacity is obvious the difference between full 

capacity (100%) and “percentage utilisation of production capacity”.  

Statement [d] is correct with reference to manufacturing (S-138 column 7079L). Since labour productivity 

decreased in the non-agricultural sectors from 2013 to 2015 (S-137 column 7014L), option [1] was also  

correct. 

Since there are two correct options the question was ignored in the marking process. 

 

 

QUESTION 15: The correct answer is option [4]. 

 

 

Statement 1 is obviously incorrect. Many tables exhibit percentages or actual values. 

Statement 2 is incorrect. Labour productivity can only be calculated if output is also known. See the 

prescribed textbook page 157.  

Statement 3 is incorrect. For this statement, you first need to establish which data sheet contains the 

information you will be assessing. It is S-138. The number 119.3 (column 7082T) is an index and not a 

monetary value.  

Statement 4 is correct according to the headings of many of the tables. 

 

 

QUESTION 16: The correct answer is option [1]. 

 

See the prescribed textbook on page 14 and page 112 for the formula to be used for this calculation  

and establish which data sheet contains the information you will be assessing. It is S-141. 

 

Firstly add up all the monthly indexes for 2014 and then for 2015 (column 7170N) and determine the 

average for each year by dividing with 12. 

For 2014 it is 1 308.6/12 = 109.05. 

For 2015 it is 1 368.6/12 = 114.05.  

Calculate the difference: 114.05 – 109.05 = 5.0 

Calculate as percentage of the 2014 number (5.0/109.05) x 100 = 4,5%. 
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QUESTION 17: The correct answer is option [3]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-141 (column 7170N).  

The CPI for Jan 2016 is 117.9 and that for Jan 2015 is 111.0. The difference is 6.9. As a percentage 

increase it was (6.9/111.0) x 100 which equals 6,27. 

Option [3] is the closest to correct. 

 

 

QUESTION 18: The correct answer is option [4]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. Table S-144 (column 7192N) is the correct one.  

The index for 2014 is 113.9 and that for 2015 is 118.0. That was an increase of 4.1 (118.0 minus 113.9). 

As percentage it was (4.1/113) x 100 = 3,6. 

 

 

QUESTION 19: The correct answer is option [3]. 

 

You had to use both tables S-140 and S-141 for this question. 

We are looking for a weight that is not applicable, which is that of option 3. The correct weight for “Alcoholic 

beverages and tobacco” is 5.43 and not 5.34 (column 7146N). 

 

 

QUESTION 20: The correct answer is option [5]. 

 

This answer is easy to read from the applicable tables. You had to consult tables S-140 and S-141. 

Communication goods have the lowest weight of 0,13 (column 7152N). 

 

 

QUESTION 21: The correct answer is option [2]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. The answers are again easily determined from the applicable tables. 

Statement (a) is correct (table S-142, column 7174A). 

Statement (b) is correct (table S-143, column 7160A).  

Statement (c) is correct (table S-141, column 7170N).  

Statement (d) is incorrect (table S-142).  The percentage change for transport goods was negative (-2.8 

in column 7147A) and could not have contributed to an increase in the number for total goods. 
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QUESTION 22: The correct answer is option [1]. 

 

The base year is normally set at 100, which means that A equals 100 per definition. 

 

Also see page 100 of the prescribed textbook. 

 

 

QUESTION 23: The correct answer is option [1]. 

 

The base year is normally set at 100, which means that the nominal and real figure are the same. To check 

your answer: The real wage is calculated as follows: (nominal wage/CPI) x 100. When substituting we get 

(10 000/100) x 100 = 100 x 100 = 10 000. 

 

Also see page 100 of the prescribed textbook. 

 

 

QUESTION 24: The correct answer is option [4]. 

 

The real wage is calculated as follows: (nominal wage/CPI) x 100. When substituting we get (20 000/200) 

x 100 = 100 x 100 = 10 000. 

 

See the explanations on page 154 of the prescribed textbook.  

 

 

QUESTION 25: The correct answer is option [5]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. You could have consulted table S-111. 

The GDE deflator is calculated as GDE at current prices divided by GDE at constant prices (rows 6012J 

and 6012Y). The GDP deflator is thus 4 053 991/3 106 790 = 1,3 (rounded). (The actual number is 1,304 

880). 

 

See the explanations on pages 117-118 of the prescribed textbook. 
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QUESTION 26: The correct answer is option [1]. 

 

For this question, you first need to establish which data sheet contains the information you will be 

assessing. It is S-111. 

The GDE deflator is calculated as GDE at current prices divided by GDE at constant prices as mentioned 

above. The GDP deflator for 2014 is thus R3 878 302 m / R3 055 732 m (rows 6012J and 6012Y) = 1,3 

(rounded). The Actual number is 1,269 189.  

The GDP deflator for 2015 is R4 053 991 m / R3106790 (rows 6012J and 6012Y) = 1,3 (rounded). The 

actual number is 1,304 881 

 

The increase from 2014 to 2015 is 1,304 881 – 1,269 189 = O, 035 692. As percentage of I, 269 189 1 it 

is 2,8%. 

 

When we work with the rounded numbers (both1,3) the change was zero, but when we work with the 

actual numbers it were 2,8%. 

 

We made an announcement in this regard. 

 

 

QUESTION 27: The correct answer is option [5]. 

 

The trade balance was the most important item on the balance of payments in times gone by. In modern 

economies the value of services and financial transactions dwarf this account to some extent. See the 

explanation on page 129 of the prescribed textbook.  

 

 

QUESTION 28: The correct answer is option [4]. 

 

All quoted exchange rates are nominal bilateral exchange rates since they are expressed in money terms 

and involve the currencies of two countries. Note that such rate a can be a spot rate (as in this question) 

or a forward rate. 

 

See the explanations on pages 143 to 147 of the prescribed textbook. 

 

 

QUESTION 29: The correct answer is option [1]. 

 

The depreciating dollar has no effect on the German (€) price. The German selling the item has most 

probably no interest in the exchange rate (or might not even know what an exchange rate is). The American 

will thus still pay him €100,00 as before, but when exchanging dollar ($) for euro (€) he (the American) will 

now have to offer more $ than before. For example, should the $ depreciate to $4,00 = €1,00, he will now 

pay $400,00 compared to the $200,00 before the depreciation. 

 

See the explanations on page 144 of the prescribed textbook. 
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QUESTION 30:  The correct answer is option [4]. 

 

This is a simple calculation. When £1,00 = $1,20, then £20,00 will be 20 x $1,20 = $24,00.  

See the explanations on page 144 of the prescribed textbook. 

 

 

 

3. FORMAT OF THE MAY/JUNE EXAMINATION 

 

The May/June 2018 examination paper is a fill-in paper. You may not remove the paper from the 

examination venue.  

 

The paper consists of two (2) sections: A and B. 

 

SECTION A (40 marks) 

 

ANSWER ALL THE QUESTIONS. Each question carries ten (10) marks. The questions consist of 

calculations as well as written sentence answers to questions. 

 

SECTION B (60 marks) 

 

Section B consists of 30 multiple-choice questions. 

In section B, answer the questions on the mark-reading sheet, which will be supplied. Carefully follow 

the instructions for the completion of a mark-reading sheet. 

Only one of the alternatives per question (listed as 1, 2, etcetera) is correct. You must therefore not mark 

more than one alternative per question. 

 

You will receive two (2) marks for a correct answer. No marks will be deducted for incorrect answers. 

 

The number of lines provided for answering each question should give you an indication of how much you 

should write (the maximum). If the size of your handwriting deviates from the average (you would know 

that), take it into account. A few pages for rough work are provided at the end of the script. 

 

MR Marais and FHB Serfontein 

 

E-mail: maraimr@unisa.ac.za and serfofhb@unisa.ac.za 

 

Samuel Pauw Building, Pretoria 
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