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(a) What are the main components of national income? [10%]
(b) What factors determine the aggregate level of investment in the macroeconomy?
[50%]
(c) Evaluate the impact of the following on the level of consumption in the
macroeconomy:
(1) an increase in income tax [20%]
(ii)  areduction in the retirement age [20%]
(a) Explain the concept of comparative advantage. [40%]
(b) Evaluate the impact of the following on a country’s trade balance:
@A) an overvalued exchange rate [30%]
(i) a slowdown in world economic growth [15%]
(iii)  the adoption of tariffs by trading partners [15%]
(a) What are the main factors that cause business cycles? [30%]
(b) In what ways can economic policy be used to reduce the amplitude of business
cycles? [20%]
(c) What are the main determinants of long-run economic growth? [30%]
(d) In what ways can economic policy be used to increase the rate of long-run
economic growth? [20%]

(a) Discuss the economic arguments for European Monetary Union (EMU). [35%]
(b) Discuss the economic arguments against EMU. [35%]
(c) Evaluate the possible impact on the UK economy of joining EMU. [30%]
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