
ANSWERS

1. Households (consumers), firms (business enterprises), government (public sector) and the foreign
sector. 											(4)

2. In economics a household is any number of people that live together and make joint economic
decisions. A household can consist of one person or a number of people. They sell their factors of production (productive resources) to the factor market.					 (4)

3. A leakage happens when money leaves the circular flow and decreases the amount of money in
circulation in the economy. 									(2)

4. An injection happens when money enters the circular flow and increases the amount of money in
circulation in the economy. 									(2)

5. Final consumption expenditure by households (C) + Gross capital formation
(I) + Final consumption expenditure by general government (G). 					(4)


6. Although there are many different markets in macroeconomics we group all these markets
together and consider the goods market as a single market. 					 (2)

7. Money market and capital market 								(2)

8. Foreign trade requires foreign currencies and these currencies can only be exchanged in the
foreign exchange market. If you import goods from the United Kingdom you will have to pay for
them in pounds and if you export goods to the USA you will be paid for them in dollars.            (4)
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