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Answer three questions in total. 
 

Section A 
 

One or two of your three chosen questions must be from this section. 
 
 

1 Oil prices have fallen after the OPEC group of oil producing nations said global crude stocks had 
risen coupled with Saudi Arabia's production increasing to 10.011 million barrels per day from 9.748 
million barrels per day. In addition, a weaker economic outlook means demand for oil in 2017 is 
likely to grow at a slower rate. 
 
Discuss how the above events are likely to impact the market for oil and its related markets.       [25]                     

   
 

2 The firm’s decisions and strategies are affected by cost, revenue, and threat from existing and 
potential competitors. 

    
 (a) Explain how producers in imperfect markets make rational price and output decision based on 

cost and revenue consideration.           [10] 
    
 (b) Discuss the extent to which the behaviour of firms is influenced by the threat of competition. 

                [15] 
   

 
3 The biggest four airlines in America now control 80% of the market. The US Environmental 

Protection Agency (EPA) has said that greenhouse gases from aircraft endanger human health. 
Many people in the USA are calling for the use of carbon taxes rather than tradable permits to 
reduce greenhouse gas emissions. 

    
 (a) Explain how negative externality and market dominance can lead to market failure.    [10] 
    
 (b) Discuss the alternative policies to tackle the above sources of market failure.                      [15] 
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Section B 
 

One or two of your three chosen questions must be from this section. 
 

 

4 Singapore’s inflation moderated to −0.5% in 2015, from 1.0% in the preceding year. In October 
2015, MAS eased policy further by reducing the rate of appreciation of the policy band slightly, in 
view of reduced price pressures alongside a weaker growth outlook.              

Source MAS Annual Report 2015/16 
  
 (a) Explain the possible causes of deflation in a country.        [10] 
   
 (b) Discuss whether exchange rate policy should remain the most important policy in maintaining 

price stability in Singapore.            [15] 
   

 
5 In the US, Japan, UK and much of Europe, there has been no increase in real incomes over the last 

decade for the median household. This reflects both the intense global competition and the forces of 
technology that are challenging a growing range of jobs. Singapore faces the same global realities 
and challenges. 

Source: Singapore Budget 2015 
  
 (a) Explain the impact of global competition and technology advancement on a country’s aim in 

achieving inclusive growth.             [10] 
   
 (b) Assess the use of fiscal policy by the Singapore government to achieve inclusive and 

sustainable growth.             [15] 
   

 
6 Protectionism is the deliberate attempt by governments to limit imports or promote exports by 

putting up barriers to trade. 

Assess the effects of protectionism on consumers, producers and government.   [25] 
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