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         TIME: 1½ HOURS
INSTRUCTIONS:   
ANSWER QUESTION ONE AND ANY OTHER TWO QUESTIONS 
Question One (30 Marks)
a)
Briefly explain the following terms as used in economics:

(i) Opportunity cost 






(2 Marks)

(ii) Utility 








(2 Marks)

(iii) Demand supply






(2 Marks)

(iv) National income






(2 Marks)

(v) Macro � economic equilibrium




(2 Marks)

b)
Explain five (5) determinants of supply.




(10 Marks)

c)
Explain methods used to measure economic development.


(10 Marks)

Question Two (20 Marks)

a)
Explain five (5) methods used to measure national income.


(10 Marks)

b)
Explain the three (3) economic systems for resources allocation.

(10 Marks)

Question Three (20 Marks)

a)
Explain five (5) causes of inflation.





(10 Marks)

b)
Explain four (4) ways through which a company may raise money/capital in a financial market.







(10 Marks)

Question Four (20 Marks)

a)
Explain five (5) principles of public finance.




(10 Marks)

b)
Explain five (5) reasons why the government may restrict international trade.











(10 Marks)

Question Five (20 Marks)

a)
Explain the five (5) functions of money.




(10 Marks)

b)
Explain five (5) advantages of International Trade.



(10 Marks)

Question Six (20 Marks)

a)
Explain the following under financial markets:
(i) Initial public offer (IPO)





(2 Marks)
(ii) Bonds 








(2 Marks)
(iii) Treasury bills 







(2 Marks)
(iv) Financial capital 






(2 Marks)

(v) Stock market 







(2 Marks)

b)
Explain five (5) functions of Central Bank of Kenya.


(10 Marks)
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