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Formative Activities 
 
Section 1: 22 marks 
 
Activity 1 
 
Explain the Economic Cycle in terms of Recession, Depression, Recovery and Boom.  
Make a schematic drawing of this cycle after you have briefly explained what each of 
the aforementioned terms means.        (10) 
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Activity 2 
 
Explain in your own words what you understand from the terms ‘supply’, ‘demand’ 
and ‘equilibrium’.  Make use of examples to illustrate your understanding.  
           (2 x 3 = 6) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Activity 3 
 
What is the difference between nominal interest and effective/real interest?  Briefly 
mention how each of these influence the GDP.      (6) 
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Section 2: 15 marks 
 
Activity 4 
 
Explain the terms:  Headline Inflation, Core Inflation, CPIX and Deflation.  (4) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Activity 5 
 
Discuss the GDP concept in terms of consumer expenditure, investment and export 
minus trade balance (C+I+G+(X-M).       (3) 
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Activity 6 
 
Discuss interest rates to demonstrate the difference between prime, money markets, 
repo and borrowing rates.         (4) 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
Activity 7 
 
Discuss the interrelationship between the following economic indicators:  interest 
rates, money supply, commodities and currency.     (4) 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
Section 3: 11 marks 
 
Activity 8 
 
What is the monetary policy with reference to interest rates and inflation?  (2) 
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Activity 9 
 
Briefly explain the fiscal policy in terms of the GDP, spending and tax.  (2) 
 

 
 
 
 
 
 

 
Activity 10 
 
Do your own research and report on what you have researched in terms of the 
government’s current stance on fiscal and monetary policy.  Also indicate what the 
implications of current investment policies are.      (5) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Activity 11 
 
List at least one current government initiative that has a potential impact on the 
economy in South Africa.         (2) 
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Section 4: 12 marks 
 
Activity 12 
 
What, in your opinion, would the market response be to economic performance that 
is higher than anticipated in terms of cash, bonds, stocks and properties?  (4)
          

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Activity 13 
 
List at least 4 economic indicators that affect asset classes and global geographic 
selection and that you would take into account before making an investment. (4)
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Activity 14 
 
Do research on one of the financial institutions’ websites.  Retrieve the current 
economic forecast.  Write notes on the advice that you would give an investor in 
terms of the best return that he might get.      (4) 
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This unit standard replaces:  

US ID Unit Standard Title 
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Apply basic economic 
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sector  
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PURPOSE OF THE UNIT STANDARD  

This Unit Standard requires learners to apply basic economic principles to the 

financial services sector. It is intended to promote an in depth knowledge and 

understanding of the financial services industry in order to ensure knowledgeable 

and informed workers in the sector. It will be useful for Intermediaries, Product 

Developers, Trustees, Underwriters, and Managers in Financial Services 

Organisations as well as other sectors.  

 

The qualifying learner is capable of:  

 

 

 

environment.  

ment.  

 

LEARNING ASSUMED TO BE IN PLACE AND RECOGNITION OF 

PRIOR LEARNING  

It is assumed that learners are competent in Communication, Mathematical and 
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Financial Literacy at NQF Level 4.  

 

UNIT STANDARD RANGE  

The typical scope of this Unit Standard is:  

 

financial services environment in general and investment in particular.  

Government initiatives include, but are not limited to, Integrated Development 

Planning for urban areas and Government Housing Policy.  

 

Specific Outcomes and Assessment Criteria:  

 

SPECIFIC OUTCOME 1  

Explain the basic principles of economics.  

 

ASSESSMENT CRITERIA  

 

ASSESSMENT CRITERION 1  

The economic cycle is explained with reference to recession, depression, recovery 

and boom.  

 

ASSESSMENT CRITERION 2  

The concepts of demand, supply and equilibrium are explained with examples from 

a selected sector.  

 

ASSESSMENT CRITERION 3  

The concepts of nominal and effective/real are compared with reference to interest 

rates and how these affect the Gross Domestic Product (GDP).  

 

SPECIFIC OUTCOME 2  

Explain the use of economic indicators.  

 

ASSESSMENT CRITERIA  

 

ASSESSMENT CRITERION 1  

The concept of inflation is explained in terms of headline inflation, core inflation, 

CPIX and deflation.  

 

ASSESSMENT CRITERION 2  

The concept of GDP is explained in terms of consumer expenditure, government 

expenditure, investment and export minus trade balance (C+I+G+(X-M).  

 

ASSESSMENT CRITERION 3  
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The concept of interest rates is explained in terms of prime, money markets, repro 

and borrowing rates.  

 

ASSESSMENT CRITERION 4  

The concept of an economic indicator is explained and an indication is given of the 

relationship between inflation, GDP, interest rates, money supply, debt, currency, 

current account, trade account, gold, platinum and oil.  

 

SPECIFIC OUTCOME 3  

Explain the importance of government policies in the investment environment.  

 

ASSESSMENT CRITERIA  

 

ASSESSMENT CRITERION 1  

The concept of monetary policy is explained with reference to interest rates and 

inflation.  

 

ASSESSMENT CRITERION 2  

The concept of fiscal policy is explained in terms of GDP components, spending 

and tax.  

 

ASSESSMENT CRITERION 3  

The government stance on fiscal and monetary policy is explained and an indication 

is given of the implications of current policies for the investment environment.  

 

ASSESSMENT CRITERION 4  

Current government initiatives that potentially impact on the economic environment 

are identified with examples.  

 

SPECIFIC OUTCOME 4  

Apply the fundamentals of economics to the financial services environment.  

 

ASSESSMENT CRITERIA  

 

ASSESSMENT CRITERION 1  

Market response to economic performance that is higher, lower or in line with 

anticipated results is explained with reference to the effect on cash, bonds, stocks 

and properties.  

 

ASSESSMENT CRITERION 2  

Economic indicators that affect asset classes and global geographic selection are 

identified and economic forecast is applied to asset classes in order to make an 

investment selection.  
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ASSESSMENT CRITERION 3  

The current economic forecast is used to suggest and substantiate an asset selection 

proposal.  

 

UNIT STANDARD ACCREDITATION AND MODERATION OPTIONS  

ssessing a candidate against this Unit Standard must be registered as an 

assessor with the relevant ETQA or ETQA where a Memorandum of Understanding 

(MOU) exists with the relevant ETQA.  

 

 this Unit 

Standard must be accredited as a provider through the relevant ETQA or ETQA 

where a Memorandum of Understanding (MOU) exists with the relevant ETQA.  

 

the moderation guidelines and the agreed ETQA procedures.  

 

UNIT STANDARD ESSENTIAL EMBEDDED KNOWLEDGE  

N/A  

 

UNIT STANDARD DEVELOPMENTAL OUTCOME  

N/A  

 

UNIT STANDARD LINKAGES  

N/A  

 

Critical Cross-field Outcomes (CCFO):  

 

UNIT STANDARD CCFO IDENTIFYING  

The learner is able to identify and solve problems in which responses show that 

responsible decisions using critical and creative thinking have been made in 

suggesting and substantiating as asset selection proposal.  

 

UNIT STANDARD CCFO COLLECTING  

The learner is able to collect, organise and critically evaluate information in order 

apply economic forecast to make an investment selection.  

 

UNIT STANDARD CCFO COMMUNICATING  

The learner is able to communicate effectively using visual, mathematics and 

language skills in the modes of oral and/or written presentations in explaining and 

illustrating the concepts in the Unit Standard.  
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UNIT STANDARD CCFO DEMONSTRATING  

The learner is able to demonstrate an understanding of the world as a set of related 

systems in explaining the relationship between the different economic indicators 

and the investment environment.  
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