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Internal Assessment Resource

Economics Level 2

	This resource supports assessment against:

Achievement Standard 91226 version 2
Analyse statistical data relating to two contemporary economic issues

	Resource title: Where are we headed on the business cycle?

	4 credits

	This resource:

· Clarifies the requirements of the standard

· Supports good assessment practice

· Should be subjected to the school’s usual assessment quality assurance process

· Should be modified to make the context relevant to students in their school environment and ensure that submitted evidence is authentic


	Date version published by Ministry of Education
	February 2017 Version 3
To support internal assessment from 2017

	Quality assurance status
	These materials have been quality assured by NZQA.

NZQA Approved number: A-A-02-2017-91226-03-5782

	Authenticity of evidence
	Teachers must manage authenticity for any assessment from a public source, because students may have access to the assessment schedule or student exemplar material.

Using this assessment resource without modification may mean that students’ work is not authentic. The teacher may need to change figures, measurements or data sources or set a different context or topic to be investigated or a different text to read or perform.


Internal Assessment Resource
Achievement Standard Economics 91226: Analyse statistical data relating to two contemporary economic issues
Resource reference: Economics 2.5B v3
Resource title: Where are we headed on the business cycle?
Credits: 4
Teacher guidelines

The following guidelines are designed to ensure that teachers can carry out valid and consistent assessment using this internal assessment resource. 

Teachers need to be very familiar with the outcome being assessed by Achievement Standard Economics 91226. The achievement criteria and the explanatory notes contain information, definitions, and requirements that are crucial when interpreting the standard and assessing students against it.

Context/setting

This assessment task requires students to study two contemporary economic issues. Students will process, present, and analyse trade and inflation statistical data that will allow them to make a justified forecast (prediction) related to where we currently are on the business cycle.

You will need to use current RBNZ information/data and a maximum timeframe of five years of quarterly data should be sufficient to complete this activity. 

It is assumed that students will understand the following statistical processes:

· calculating percentage changes, understanding quarterly (y/y%) percentage changes
· constructing multiple line graphs with dual axes

· extrapolating based on a time series to predict future trends.

Conditions

You will need to determine how long students need to complete each task and what processes they will follow. These will need to be clearly outlined in the student instructions.

Resource requirements

Students could process the data using a computer graphing program such as Excel. 

You may choose to provide graph paper to ensure the accuracy of the student’s presentation.

Additional information

A good way to determine the focus of the graphs for extrapolation is to use the current Monetary Policy Statement. 
http://www.rbnz.govt.nz/monetary-policy/monetary-policy-statement
The RBNZ Economic indicators for Prices (M1) and Overseas trade (M8) have tables of statistical data that can be used for this activity. Additionally, see RBNZ Exchange and interest rates for Exchange rates and TWI (B1).
http://www.rbnz.govt.nz/statistics
For the OCR figures see Official Cash Rate (OCR) decisions and current rate.
http://www.rbnz.govt.nz/monetary-policy/official-cash-rate-decisions
Internal Assessment Resource
Achievement Standard Economics 91226: Analyse statistical data relating to two contemporary economic issues
Resource reference: Economics 2.5B v3
Resource title: Where are we headed on the business cycle?
Credits: 4
	Achievement
	Achievement with Merit
	Achievement with Excellence

	Analyse statistical data relating to two contemporary economic issues.
	Analyse statistical data in depth relating to two contemporary economic issues.
	Analyse statistical data comprehensively relating to two contemporary economic issues.


Student instructions 

Introduction

This activity requires you to write a report which provides a full explanation of relationships and inter-relationships between statistical trends related to inflation and trade.

You will also be assessed on your justification of a forecast based upon extrapolated statistical data related to where we currently are on the business cycle, after analysing the trade and inflation statistical data.

This task could be adjusted to require the students to find the raw data themselves. Students could plan and carry out research in a group, as long as the actual processing and presentation is done individually. Students could also find their own graphs to support their forecast and extrapolate these as part of the task.
This is an individual task and you have [insert time] weeks of in and out-of-class time to complete this activity.

Task 

Complete the table in Resource A by processing the data using economic conventions.

Construct the following graphs on graph paper or by using Excel. Take care to use standard graphing conventions, fully labelling your graphs.
· Graph 1: a dual axes multi-line graph using two scales to present the data for TWI (column D) and the figures for the annual percentage change in exports (column F).
· Graph 2: a dual axes multi-line graph using two scales to present the data for the annual inflation rate (column C) and the OCR (column G).

· Graph 3: a multi-line graph to present the data for the annual inflation rate (column C) and the annual percentage change in exports (column F).

· Add a trend line to each set of data.

Extrapolate the data series provided in student Resource B for the missing quarters using the information in the latest Monetary Policy Statement summary and your understanding of economics.
Present a written report including:

· A full explanation of the relationships seen in the Trade data (Graph 1) and Inflation data (Graph 2) and inter-relationships between the statistical trends shown in the Trade and Inflation data (Graph 3). 

· Specific reference to the relevant data, e.g. the relevant figures and dates in the explanations of the relationships and inter-relationships.
· A forecast (prediction) related to where we are heading on the business cycle; based on the extrapolated trends, with an explanation of the inter-relationships between these trends and Trade and Inflation. 

· A justification of your forecast supported by evidence from your extrapolations and your economic analysis.

All explanations need to be supported with economic models and concepts.

Hand your report in to your teacher, along with the processed data and graphs. Any research you refer to in your report needs to be correctly referenced.

Resource A 

Table 1 – Inflation and trade data 
Calculate the annual inflation rate (column C) and the annual percentage change in exports (column F). 
	Quarter
	CPI index
	Annual 

Inflation rate

(% change on same quarter previous year, answers to one decimal place)
	Trade-weighted index (Nominal TWI)
	Annual export value ($ million)

 
	Annual percentage change in exports

(% change on same quarter previous year,

answers to one decimal place)
	Official Cash Rate

(value at end of each quarter)



	
	
	
	
	
	
	

	A
	B
	C
	D
	E
	F
	G

	
	
	
	
	
	
	

	Mar 2012
	1164
	1.6
	73.83
	11,049
	-2.1
	2.50

	Jun 2012
	1168
	1.0
	72.04
	11,919
	-6.1
	2.50

	Sep 2012
	1171
	0.8
	73.79
	10,155
	1.3
	2.50

	Dec 2012
	1169
	0.9
	74.80
	10,913
	-5.1
	2.50

	Mar 2013
	1174
	
	75.90
	11,183
	
	2.50

	Jun 2013
	1176
	
	74.43
	11,550
	
	2.50

	Sep 2013
	1187
	
	77.05
	10,416
	
	2.50

	Dec 2013
	1188
	
	78.52
	12,898
	
	2.50

	Mar 2014
	1192
	
	81.26
	13,105
	
	2.75

	Jun 2014
	1195
	
	81.50
	12,654
	
	3.25

	Sep 2014
	1199
	
	78.49
	10,313
	
	3.50

	Dec 2014
	1197
	
	78.24
	11,907
	
	3.50

	Mar 2015
	1195
	
	78.27
	11,706
	
	3.50

	Jun 2015
	1200
	
	72.97
	12,062
	
	3.25

	Sep 2015
	1204
	
	68.77
	10,963
	
	2.75

	Dec 2015
	1198
	
	73.23
	11,717
	
	2.50

	Mar 2016
	1200
	
	72.19
	11,470
	
	2.25

	Jun 2016
	1205
	
	75.23
	12,573
	
	2.25

	Sep 2016
	1209
	
	77.84
	10,271
	
	2.00

	Dec 2016
	
	
	
	
	
	


Resource B
Create graphs that include your extrapolated data to show your prediction of future trends. 
	Mar 2014
	Jun 2014
	Sep 2014
	Dec 2014

	0.85
	0.86
	0.81
	0.77

	Mar 2015
	Jun 2015
	Sep 2015
	Dec 2015

	0.74
	0.69
	0.63
	0.67

	Mar 2016
	Jun 2016
	Sep 2016
	Dec 2016

	0.67
	0.70
	0.73
	0.70

	Mar 2017
	Jun 2017
	Sep 2017
	Dec 2017

	?
	?
	?
	?


Graph 4: Exchange rate of the NZD in terms of the USD
	Mar 2014 (y/y%)
	Jun 2014 (y/y%)
	Sep 2014 (y/y%)
	Dec 2014 (y/y%)

	8.0
	6.9
	4.8
	6.4

	Mar 2015
	Jun 2015
	Sep 2015
	Dec 2015

	9.0
	11.2
	14.9
	11.2

	Mar 2016
	Jun 2016
	Sep 2016
	Dec 2016

	11.5
	13.4
	?
	?

	Mar 2017
	Jun 2017
	Sep 2017
	Dec 2017

	?
	?
	?
	?


Graph 5: New Zealand house price index (HPI)
Assessment schedule: Economics 91226: Where are we headed on the business cycle?

	Evidence/Judgements for Achievement 
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student has used economic models and/or concepts to explain the relationships between two sets of data series relating to the two economic issues of trade and inflation. 
The student has used economic models and/or concepts to explain the inter-relationships between the data for trade and inflation using trend lines and by referring to specific time periods of data on the graphs in their explanations.

Possible student response (data/trends are used in the explanation):

Examples for Graph 1 include:

The relationship shown by the overall trend is that as the trade-weighted index (TWI) falls the value of the growth of exports tends to fall. 

From June 2004 to Dec 2005, TWI rose from 64 to 71.5, over the same period export growth fell from 3.6% to 0.7%.

Where the export growth is negative, the TWI typically falls, for example, June 2005 and June 2007. 

Examples for Graph 2 include:

TWI and OCR have a positive relationship as both have trended down over this time so a positive relationship has been shown.
Examples for Graph 3 could be:

The graph shows after Sept 2005 the relationship becomes a positive one as the data moves in a similar direction.
The trend lines show a positive relationship and the annual percentage change becomes more similar over this time period as the trend lines start to move closer together.
Inter-relationships between inflation, OCR, TWI, and export growth.

The FOREX market model shows an appreciation of the NZD against the USD so this will result in a decrease in export growth because there will be decreased demand from overseas buyers. The OCR can also cause changes in our dollar because when the RBNZ increases the OCR due to inflationary pressure interest rates go up, foreign investors then want to deposit their savings here so our dollar appreciates and the TWI increases, this also decreases export growth.
	The student has used economic models and/or concepts to explain in detail the relationships between two data series relating to the economic issues of trade and inflation. 

The student has used the economic concept of exchange rates to explain in detail the relationships between TWI and export growth, which shows a deeper understanding of data relating to economic issues.

The student has used the foreign exchange market model and/or economic concepts to support detailed explanations of the inter-relationships between the TWI, and the OCR, and the inflation rate and export growth rate.

Possible student response (Achieved plus a detailed explanation):

Examples for Graph 1 include:

When the exchange rates rise, the returns received by exporters decreases when it is exchanged into NZ dollars, reducing the incentive to increase exports as shown in the FOREX market model of the NZD appreciating against the USD.

Examples for Graph 2 could be:

If the OCR falls then market interest rates will fall. This results in fewer funds coming in from overseas lenders so the demand for the NZ dollar will decrease resulting in a lower exchange rate. 
Examples for Graph 3 could be:

The graph shows that Export growth and the inflation rate have a brief inverse relationship between June 2004 and June 2005 as when inflation increased exports decreased. But after Sept 2005 the relationship becomes a positive one as the data moves in a similar direction. After Sept 2005 the OCR was very high and this helps explain why export growth was falling between Sept 2006 and Sept 2007, because the higher market interest rate attracts foreign investors and this increases demand for the NZD so it appreciates as seen in Graph 2 when the TWI also increases. 
Inter-relationships between inflation, OCR, TWI, and export growth.

Higher levels of inflation reduce NZ competitiveness internationally. This results in decreased exports. Higher inflation levels make it difficult for exporting firms to plan and obtain investment finance due to low levels of saving. This decreases the level of investment, and so there is less export growth. Also as inflation increases, the Reserve Bank will be required to tighten monetary policy. This will increase (OCR) interest rates, resulting in lower levels of consumption and investment. It also increases the attractiveness of the NZD to foreign investors and causes an appreciation in exchange rates, TWI increases. This makes NZ exports less competitive decreasing the growth in exports.
	The student has used economic models and concepts to comprehensively explain the relationships between two data series relating to the economic issues of trade and inflation. 

The student has used the foreign exchange market model to explain the relationship between growth in exports and the TWI. 

The student has used the foreign exchange market model to explain the positive inter-relationship between the TWI and the OCR.

The student uses the circular flow model or national income concept or AS/AD model to explain the inter-relationships between the TWI, and the OCR, and the inflation rate and export growth rate.
A forecast has been made related to where 2010/11 is on the business cycle. This could be recession, trough, or weak recovery (strong recovery would be unlikely given the extrapolation). 

The forecast is justified with supporting evidence from the extrapolated data based on the RBNZ Monetary Policy Statement and is consistent with the rest of the economic analysis.

Possible student response (Achieved plus a comprehensive explanation):

Examples for Graph 1 include:

When the exchange rates rise, the returns received by exporters decreases when it is exchanged into NZ dollars, reducing the incentive to increase exports.

The higher TWI means that exchange rates have increased. This makes NZ exports less competitive decreasing the growth in exports.

Periods where the relationship is reversed could be explained by negative changes in export growth causing decreased demand for NZ dollars so the exchange rate falls.

Examples for Graph 2 include: 
If the OCR falls then market interest rates will fall. This results in less funds coming in from overseas lenders. These overseas funds need to be converted to NZ dollars, so the demand for the NZ dollar will decrease resulting in a depreciation of the exchange rate.

Lower interest rates are also likely to result in existing funds being withdrawn from New Zealand. This will require NZ dollars to be exchanged for foreign currency, creating an increase in the supply of NZ Dollars. This will result in a depreciation of the exchange rate.
Examples for Graph 3 could be: 
Graph 3 shows the relationship between the annual percentage change in the inflation rate and export growth between March 2004 and March 2009. Inflation is defined as a general price rise, or an increase in the CPI. Export growth and inflation have an inverse relationship briefly between June 2004 and June 2005 – while the inflation rate increased, export growth decreased. This may be because when there is high inflation, it makes it difficult for firms to make future plans and less predictable because they are less certain about their future costs, so exporters would reduce output and reduce investment meaning decreased production of goods and services so lower or negative growth. But after Sept 2005 the relationship becomes a positive one as the lines move in a similar upwards and downwards direction. After Sept 2005 to Sept 2008 the OCR was very high and this helps explain why export growth was falling between Sept 2006 and Sept 2007, because the higher market interest rate attracts foreign investors and this increases demand for the NZD so it appreciates as seen in Graph 2 when the TWI also increases. This makes it harder for exporters as NZ exports become less competitive and decreases the growth in exports. From Sept 2008 to June 2009 both the inflation rate and export growth rate fell due to the global recession. But the trend lines show that both the inflation rate and export growth rate have increased steadily over time and so price stability due to monetary policy is helping exporters to remain price competitive in the world market, but increasing the OCR does have an immediate negative impact on export growth, but doesn’t seem to hinder it longer term.  
I predict a weak recovery through 2010/11 because:

The trend in the NZ$ Exchange Rate (against the US$) suggests that it will continue to increase reaching about US$0.80 cents by Dec 2010, due to the US financial crisis. The higher exchange rate will result in a lower level of growth because it makes NZ’s exports less competitive. 

The recent trend in unemployment shows that it is likely to increase further until the end of 2010, reaching about 7% of the workforce. The Reserve Bank indicated that the recovery relies on a continued recovery in consumer confidence and consumption. As unemployment increases, consumer confidence is likely to fall. Although, the unemployment rate should start to decrease in 2011 if the recovery continues.
The increase in the house price index could be seen as a positive factor for the recovery as it will improve consumer confidence. I predict it will reach about 3300.0 by Dec 2010. However, if house prices rise too fast the Reserve Bank may be forced to raise the OCR again, to ease inflationary pressure, which will limit the recovery. Although, the RB may not, as our economy needs stronger consumer confidence to increase consumption spending and help increase AD and move from a weak recovery in the business cycle to stronger economic growth.
http://www.rbnz.govt.nz/monpol/statements/sep09.pdf


Final grades will be decided using professional judgement based on a holistic examination of the evidence provided against the criteria in the Achievement Standard.

Appendix A – Inflation and Trade data 
	Quarter
	CPI index
	Annual Inflation Rate (%)
	Trade-weighted index (TWI)
	Annual export value ($ million)
	Annual percentage change in exports (%)
	Official Cash Rate(value at end of each quarter)

	A
	B
	C
	D
	E
	F
	G

	Mar. 2004
	928
	1.5
	66.9
	29,054
	0.6
	5.25

	Jun. 2004
	935
	2.4
	64
	30,102
	3.6
	5.75

	Sep. 2004
	941
	2.5
	66.3
	30,284
	0.6
	6.25

	Dec. 2004
	949
	2.7
	68.6
	30,875
	2.0
	6.5

	Mar. 2005
	953
	2.8
	69.6
	31,114
	0.8
	6.75

	Jun. 2005
	962
	2.9
	70.8
	30,766
	-1.1
	6.75

	Sep. 2005
	973
	3.4
	69.7
	31,021
	0.8
	6.75

	Dec. 2005
	979
	3.2
	71.5
	31,236
	0.7
	7.25

	Mar. 2006
	985
	3.4
	68.3
	31,581
	1.1
	7.25

	Jun. 2006
	1000
	4.0
	62.8
	32,772
	3.8
	7.25

	Sep. 2006
	1007
	3.5
	63.6
	34,191
	4.3
	7.25

	Dec. 2006
	1005
	2.7
	67.1
	34,835
	1.9
	7.25

	Mar. 2007
	1010
	2.5
	68.8
	35,636
	2.3
	7.5

	Jun. 2007
	1020
	2.0
	72
	35,462
	-0.5
	8

	Sep. 2007
	1025
	1.8
	71.3
	35,116
	-1.0
	8.25

	Dec. 2007
	1037
	3.2
	71
	37,020
	5.4
	8.25

	Mar. 2008
	1044
	3.4
	71.9
	38,720
	4.6
	8.25

	Jun. 2008
	1061
	4.0
	69.2
	40,718
	5.2
	8.25

	Sep. 2008
	1077
	5.1
	65.5
	42,728
	4.9
	7.5

	Dec. 2008
	1072
	3.4
	57.8
	43,854
	2.6
	5

	Mar. 2009
	1075
	3.0
	53.7
	44,259
	0.9
	3


	Graph 1
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	Graph 2

	[image: image2.emf]TWI & OCR

50.0

55.0

60.0

65.0

70.0

75.0

Mar.

2004

Jun.

2004

Sep.

2004

Dec.

2004

Mar.

2005

Jun.

2005

Sep.

2005

Dec.

2005

Mar.

2006

Jun.

2006

Sep.

2006

Dec.

2006

Mar.

2007

Jun.

2007

Sep.

2007

Dec.

2007

Mar.

2008

Jun.

2008

Sep.

2008

Dec.

2008

Mar.

2009

Jun.

2009

TWI

2.00

3.00

4.00

5.00

6.00

7.00

8.00

9.00

OCR%

TWI OCR



	Graph 3
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Appendix C

	Graph 4
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	Graph 5
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	Graph 6
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