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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

1.5: Explains what inflation is and discusses reasons for changes in inflation rates .
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To be completed later.
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One
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Question 1
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Assessment Task
How inflation is measured (Individual activity) (LO1 AS5)

Study the table below and the information below and answer the question that follows.

Table from the quarterly newsletter of the South African Reserve Bank 

[image: image1.emf]
Explain how inflation is measured. Refer to the ‘basket of goods’ and to the CPIX (consumer price index). The table shows the inflation expectations of various stakeholders. Why is it useful to find out what important stakeholders expect inflation to be?   




[8 marks]





                      

Suggested Solutions (LO1 AS5)

	Question number
	Possible marks
	Solution


	1
	8
	Inflation is measured by monitoring the prices of a ‘basket of goods’(. These are general items that are bought by the average household (or consumer) and include a wide variety of goods(. The price increases of these goods are monitored and measured over the period of a year(. The increase in price when compared with the previous year is the rate of inflation(. The consumer price index (CPIX) is the index of the cost of all goods and services used by a typical consumer in South Africa(. It is also the official measure of inflation in South Africa( and measures the change in retail prices(. Finding out what stakeholders expect inflation to be serves as an early warning for inflation. This enables decision-makers to take action against inflation in good time(. 











