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Answer both questions
Study the information below and answer the questions that follow.
The UK housing market
House prices are rising at a fast pace. The price of the average UK home was £250,000 in
February 2021, this is £20,000 higher than in February 2020. Some homeowners will be
pleased with their homes rising in value as it will increase their real wealth. Nevertheless,

increasing house prices makes it harder for first-time buyers to purchase a property.
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Source: HM Land Registry, Registers of Scotland, Land and Property

Fig. 1

There is increased demand for properties due to a growing number of one-person
households and various government initiatives such as the “Help to Buy” scheme for first-
time buyers. However, there are several other factors which can influence the market price
of UK houses, these include the cost of building materials, the cost of land, consumers’
income and interest rates.
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The UK needs about 300000 more new houses per year to keep pace with
the growth in population and to make up for years of under-supply. This
need for increased house building is happening at a time when building
materials are in short supply in the UK and there is a skills gap in the UK
construction industry.

There are very few new houses available in the UK in recent years due to
difficulty getting permission to build and a shortage of land to build on. This
implies that the price elasticity of housing supply is very inelastic.

Source: Adapted from: https://www.thisismoney.co.uk/money/mortgageshome/article-8055213/House-prices-
rise-fastest-18-months-coronavirus-hit-market.html
https://www.prospectmagazine.co.uk/politics/housing-and-the-skills-gap
https://www.ft.com/content/8c7fead4-112d-11ea-a7e6-62bf4f9e548a

(a) Using Fig. 1, describe the trend in the average price of a UK house
between February 2006 and February 2021.

[4]
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(b) Analyse one demand side factor and one supply side factor that have Examiner Only
influenced the market price of UK houses. Marks | Remark

[6]
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(c) The cost of the average price of a house in Northern Ireland was

£100,000 in 2020. This increased to £110,000 in 2021. The response
by housing developers is summarised below:

Year | Price of house (£) | Quantity supplied
2020 100,000 3000
2021 110,000 3030

Use the formula provided to calculate the price elasticity of supply
(PES) for housing in Northern Ireland. Show your calculations.

% change in quantity supplied

Formula: PES =

% change in price

Calculations

PES =

% change in quantity supplied =

% change in price =

(d) Explain the importance of PES for producers.

[3]
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(e) Explain two possible reasons why the supply of housing is Examiner Only

price inelastic. Marks | Remark

[4]
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(f) Discuss the possible impact of rising house prices on the Examiner Only

UK economy. Marks | Remark

[10]
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Study the information below and answer the questions that follow.

Festival coming to Northern Ireland

A seven-day festival will come to Newcastle, County Down, to celebrate

the Global Golf Tournament. The festival will commence the week before

the prestigious golf tournament takes place and it will feature big bands

and craft stalls.

Maureen Begley is organising the festival on behalf of her employer, The
Golf Company NI. She calculates that they will have to pay £100,000

in fixed costs to get the event up and running. These costs include the
hire of a venue and facilities such as a stage and mobile toilets, paying
performers, advertising and insurance. Maureen also estimates that there
will be additional costs of £20 per person. The venues Maureen has
selected have a capacity of 12000 people. Maureen intends to charge £40

per person and estimates that a profit will be made at that price.

(@) Complete the information in the table below to show total costs (TC)

and total revenue (TR) when:

(i) no one attends the festival; and

(if) 12000 people attend.

Number Fixed Vz(r)l:tbsl € Total Total
who attend costs (£20 per costs revenue
the festival £) P £) (€)

person)
0 100,000 0
12000 100,000 240,000

[4]
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(b) Using the information in the table, draw a break-even chart for the Examiner Only
festival on the graph paper below. Marks | Remark

You should clearly label:

(i) both axes

(ii) the total costs (TC)

(i) the total revenue (TR)
(iv) the break-even point (BE)
(v) area of profit

(vi) area of loss.

[6]
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Global Golf Tournament will generate £100 million for Northern Ireland

The Global Golf Tournament set to be held in Newcastle, County Down, will
generate more than £100 million of economic benefit for Northern Ireland,
according to a study commissioned by the organisers.

Around 250000 tourists are expected to flock to the seaside resort for the
event with more than half coming from countries in the EU. Many of the tourists
will be hoping to take advantage of the recent depreciation of the pound
against the euro. This will make Newcastle even more attractive as a tourist
destination, thereby boosting demand. In addition, an increasing number of NI
residents may take a domestic holiday to Newcastle for the event, due to the
weaker pound.

There is no doubt the 250000 expected tourists will bring social benefits to the
region and this will be a most welcome economic boost for the NI travel and
hospitality industry. However, a local group of residents have strongly objected
against the Global Golf Tournament taking place due to potential social costs.
Many residents are concerned about the potential environmental damage to
the local beach, the large forest park and to the general surrounding area. This
includes the picturesque Mourne Mountains, which are only a short stroll away
from the seaside resort.

Source: Adapted from The Belfast Telegraph, December 2019

(c) What is meant by an exchange rate?

[2]

(d) What is meant by a depreciation of the pound?

[2]
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(e) Explain how a depreciation of the pound against the euro would affect Examiner Only
Northern Ireland as a tourist destination. Marks | Remark

[6]
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(F) With reference to the social costs and social benefits associated with Examiner Only
the Golf Tournament, discuss whether it should go ahead. Marks | Remark

[10]
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your answers.) Marks | Remark |
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Continuation page (Use this page if you need extra space to complete Examiner Only
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Continuation page (Use this page if you need extra space to complete Examiner Only

your answers.) Marks | Remark |

THIS IS THE END OF THE QUESTION PAPER
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