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Learning Outcome 1: The Economic Cycle

The learner will be able to demonstrate knowledge and understanding of the economic cycle within the context of ‘the economic problem’.

Assessment Standards

We know this when the learner

1.2: Discusses how trade (import and export) addresses the economic problem (choice and opportunity cost), and the role of banks in investing in the economy.
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Assessment Task  

How banks invest in the economy (Individual activity) (LO1 AS2)

Put the following sentences in the correct order to explain how banks help to keep money flowing in the economy:

a) People keep their money in banks. 

b) Banks use the money to lend to others and charge them interest.

c) This creates jobs and boosts the growth rate of the economy.

d) People use the money they borrow from banks to buy goods.

e) This is called the savings rate.

f) This money goes into the economy and brings about economic growth. 

g) Banks pay them interest to keep their money.

h) This is called the lending rate, which is more than the savings rate.

i) The high standard of banking services makes it easy for businesses to do business in South Africa.
j) Businesses also borrow money from banks to invest in their businesses.

Suggested Solutions (LO1 AS2)
	Question number
	Possible marks
	Solution


	1
	10
	a) People keep their money in banks. 

g) Banks pay them interest to keep their money.

e) This is called the savings rate.

b) Banks use the money to lend to others and charge them interest.

h) This is called the lending rate, which is more than the savings rate.

d) People use the money they borrow from banks to buy goods.

f) This money goes into the economy and brings about economic growth. 

j) Businesses also borrow money from banks to invest in their businesses.

c) This creates jobs and boosts the growth rate of the economy.

i) The high standard of banking services makes it easy for businesses to do business in South Africa.











