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Discussion 
Question 1
Perfect competition is a term in economic theory that infers to a market structure in which neither the consumer nor producer has the power to influence prevailing market prices. On the other hand, a market structure with a single product seller in place of numerous buyers with which the full influence on price setting is with the seller is called a monopoly market structure. Besides, since no single firm can substantially control or own the market share, all perfect competitive firms are termed as price takers (Simpson, 2010). 
The following three criteria must be adhered to by any perfect competition market. First, there must exist in a particular market, a large number of minor consumers as well as producers. Secondly, no single producer or consumer can single-handedly influence the market price hence the aforementioned defined price takers term. Lastly, the services and goods offered in the market stand to be perfect substitutes for each other. In a real-life scenario, Hong Kong's numerous Cantonese gastronomy cafeterias meet the first above criterion of a perfect competition market (Cheung, 2013). Correspondingly, concerning similarity of production aspect, the product provided in the depicted market is homogeneous and each restaurant serves a similar dim amount at same price. Lastly, there are no significant barriers to entry as customers can easily switch from one restaurant to another and new restaurant owners can enter or exit the market. 
Subsequently, Hong Kong's public bus market is a superb instance of a monopoly market. Perverse Hong Kong’s public transport is common as the city is small in size, thus those who opt to drive face obstacles ranging from traffic jam issues to limited parking areas. Thus, the city’s public bus market remains a good example of a monopoly market. Concerning the aforementioned identified aspects of the market, this could as well prove the latter. First, it is next to impossible for novel entrants into this market hence this industry has a great barrier to entry. Concerning number of producers, Hong Kong has three providers of bus services who distinctively serve in different regions. 
Finally, similarities of production in terms of services are the same but differ based on regulation. For instance, New Territories and Kowloon regions are served by Kowloon Motor Bus Company (KMB) which possess an exclusive license from Hong Kong’s authority and provide services post-government approval (Lai et al., 2011).
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Question 2
[bookmark: _GoBack]There are four cycles that any economy faces which are expansion, peak, recession as well as trough. The expansion phase occurs when the economy is moving from trough to peak. During this cycle, the Gross Domestic Product (GDP) expands while prices increases and unemployment reduces. The peak cycle occurs between the expansion phase and start of contraction hence there is low unemployment and inflation (Schmitt-Grohé & Uribe, 2016). Similarly, during the recession cycle, the economy is moving from peak to trough. Therefore, the GDP shrinks and prices falling while unemployment increasing. Lastly, is the trough cycle where prices are falling and unemployment is at the highest rate. Currently, the economy is at recession due to the COVID-19 disease which has resulted in the government closing non-essential business. Similarly, by the end of April, there were 23.1 million unemployed individuals hence increasing the unemployment rate from less than 10.3% to 14.7%, furthermore, the United States GDP shrank by 4.8% (Mamoon, 2020). 
Both aggregate demand and aggregate supply curves are used to brings the economic goals of growth together such as inflation and unemployment. The curves are important as they can accommodate both aggregate demand in the short run and aggregate supply in the long run. During the recession cycle of the business, the GDP will fall as shown in the diagram below. 
[image: ]

	According to the aggregate demand and aggregate supply diagram, the equilibrium level of actual GDP is significantly lower than possible GDP thus, being below the equilibrium E2 designates recession. As the prices reduce the GDP also reduces hence causing a recession. Alternatively, during the rising of economic growth, the equilibrium will be close to probable GDP at E1.
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