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A level Economics Transition Tasks
Instructions:
Economics involves reading articles concerning the UK economy. You are required to develop points from an article (such as those from the BBC) using classroom knowledge and your own research about things you are reading. 
The first part of this document has an article from the BBC on interest rates. It then has a write up that has been done for you, so that you are able to see how to create an understanding that shows analysis and evaluation.
You will be completing pieces of writing yourself from Five individual BBC articles yourself. There are dotted lines where you are to insert sentences yourself. If you look at the exemplar this is where I have underlined sentences to model what you are required to do. 
Be imaginative, what do you think the article is trying to convey, just have a go and research ideas to be sure. There are no definite answers.
You can print off the document or write out the paragraphs on lined paper. Either way all work must be handwritten with a good biro and not typed.
Bring to your first lesson all of the completed written work for the six tasks from the BBC with clear titles.
You will be asked to contribute to lesson discussions what you have written, what you researched.
Exemplar article and written analysis
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Teacher written analysis of the above article:
[image: ]




[image: ]




Now read the following articles and complete your own analysis by filling in the gaps with your own thoughts based on what is in the article.







Question 1
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Question 2
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Question 3
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Question 5
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Rates dropped from 4% in December 2025, and further cuts had been
expected in 2026, but the economic impact of the war in Iran means many
analysts believe no cuts are likely for the rest of the year.
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What are interest rates and why do
they change?

for saving it.
The Bank of England's base rate is what it charges other banks and building
societies to borrow money, whlchm

The Bank moves its benchmark rate up and down in order to keep UK inflation -
atornear 2%.

- the rate at which prices are increasing -





image6.png
What has been happening to UK
interest rates and inflation?

The main UK inflation measure, CPI, has dropped significantly since the high
of 11.1% recorded in October 2022 as a result of the war in Ukraine.

It was 2.8% in the year to May 2026, unchanged from the previous month.

The Office for National Statistics (ONS), which tracks UK inflation, said

inflation remained steady because while transport MSIW
rate since December 2022, that increase was offset by a slowing in the pace of -
price rises for food.

The US-Israel war with Iran has put up energy and fuel costs,argugqﬂwe world
and is expected to increase the pace of price rises more generally.
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How inflation and interest rates have
changed
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The Bank of England's base rate reached a recent high of 5.25% in 2023. It
remained at that level until August 2024, when the Bank started cutting.
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Five cuts brought rates down to 4%, before the Bank held rates at its meetings
in September and November 2025, before the December cut and further
holds in January, March, April and June 2026.
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Could UK interest rates go up?

The Bank had been widely expected to cut interest rates twice in 2026, with
the first drop predicted to come in March or April.

However, the increase in fuel prices and inflation after the mﬂiﬁ
Israeli war with Iran has upended all of this.
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Analysts are guarded about likely moves for the rest of the year but a wait and
see approach is dominant among policymakers.

Sustained higher inflation could push rates up, but the weakness of the UK's
‘nbs‘marketmldneanmmm
‘means certain.
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Oil prices have fallen sharply after the US and Iran agreed a deal to end the
war.
Bank of England governor Andrew Bailey said on 18 June that the recent falls

were "encouraging”.

However, he added: "Whatever happens in the future, the higher energy prices
of the past four months mean there's already some inflationary pressure in the
pipeline.

"The Bank's job is to make sure that doesn't turn into sustained inflation above
our 2% target."
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How do interest rate cuts affect
mortgages, loans and savings rates?
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Mortgages

Just under a third of households have a mortgage, according to the
government's English Housing Survey.

About 500,000 homeowners have a mortgage that "tracks" the Bank of
England's rate. That means any cut means a reduction in the monthly
repayments on their outstanding loan.

An additional 500,000 homeowners on standard variable (SVR) rates rely on
their lender choosing to pass on any Bank rate cut.

But the vast majority of mortgage customers »mm'aﬂe‘ﬁxed-ray

deals. While their monthly payments aren't immediately affected by a rate

change, their future deals are.

*As of 18 June, the average rate on a new two-year fixed deal was 5.59%, up
from 4.83% at the start of March, according to the financial information
service Moneyfacts.

For those looking for a five-year deal, the average rate was 5.57%, up from
4.95% over the same period.

The average two-year tracker rate was 4.48%.

About 800,000 fixed-rate mortgages with an interest rate of 3% or below are
expected to expire every year, on average, until the end of 2027. Borrowing
costs for customers coming off those deals are likely to rise sharply. -
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Savings

The Bank base rate also affects how much savers earn on their money. -
s likely to mean a reduction in the returns offered to savers

by banks and building sr;cieties and vicé versa.

As of 17 June, Moneyfacts said the average rate for an easy access savings
account was 2.53%.

“Any cut in rates could particularly affect those who rely on the interest from-
their savings to top up their income.
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What is happening to interest rates in
other countries?

In recent years, the UK has had one of the highest interest rates in the G7 - the
group representing the world's seven largest so-called "advanced" economies.

In June 2024, the European Central Bank (ECB) started to cut its main interest
rate for the eurozone from an all-time high of 4%, until it reached 2% in June
2025.

However, in June 2026, the ECB raised rates to 2.25% as it reacted to rising
prices triggered by the Iran war.
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BBC article: What happened to UK Interest rates and what does it mean?

Interest rates can be defined as ‘the cost of borrowing money or the reward for saving it’. Other

banks will change their interest rates when the Bank of England changes its interest rates. This

means that if the Bank of England increases or decreases it's interest rate High Street Banks

have to do the same. This means that savers and borrowers are affected by what the Bank of
England does with jt's base rates. When the inflation rate rises above 2% the Bank of England
will increase its Base rate. Therefore borrowing by people becomes more expensive thus they
will not borrow as much leading to less spending and therefore less likely that prices will be
increased by firms which is what causes inflation.
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There was a ‘slowing down in the pace of price rises for food’ which meant that inflation
remained steady. This is because food is eaten on a regular basis and therefore consumers
regularly spend money on this item. If this is falling in prices then it is less likely that average
price levels rise. Falling food prices are pulling down average prices which is inflation. [some
research online has to be done as I have done here if you do not fully understand something].

The government have tried to help people with rising prices by asking supermarkets to cap
prices of milk, bread and eggs. This is because the government is concerned that poorer
people may not be able to afford the essential food items and therefore fall into poverty. This
would be unfair and lead to more problems for the government.

The outbreak of the US-Israeli have caused oil prices to fall sharply because petrol stations
believe that this will allow oil tankers to pass through the straight of Hormuz and that the
shortages of petrol and diesel will be avoided. consequently allowing fuel prices to fall.

Afallin interest rates will mean that people will experience a fall in monthly repayments on their
mortgage. This will lead people to have more money left in their bank accounts. This money
can then be used by people to buy the things that they need and want therefore making their
lives easier and nicer. However about ‘87% of customers have a fixed rate mortgage’ this
means that even if the Bank of England lower the rate of interest, their mortgage repayments
stay the same. Therefore they will not benefit by having more spending money available by
paying less money to the banks for their mortgage.

Afallin base rates will leave savers less well off. This is because the interest earned on savings
will fall. This will affect the lives of people because if the interest earned falls, people have less
extra money for spending. This means that they may have to give up things that they really
wanted such as holidays or days out with friends.
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'By the grace of God': Miners
dig on as lab-grown diamonds
change market

Diamond miners in Sierra Leone can hunt for days on end and find none of the precious stones

Ed Butler

Business reporter, Kono, Sierra Leone

4 Jul
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The rising popularity of lab-grown diamonds has caused a big fall in the price
of the mined gems. In the West African nation of Sierra Leone the country's
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biggest diamond mine has closed. .

Stripped to the waist, men toil in the heat of the sun. The mud in the pitis
sifted and shovelled.

Daniel, the foreman in this remote, informal, small-scale mine in Kono, the
diamond region of Sierra Leone, shows me the gravel he's picking through
with his fingers.

"We put it in water and we wash it," he says. "If there is anything like a diamond
or any bright stone, we can see it."
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Daniel and five others are searching for just tiny fragments, but pickings are
thin. "I have not made a lot of money yet," he says. "Sometimes for the whole
of the year you can't get anything.
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"It is by the grace of God that you find a diamond. We are just dreaming, really.
We still have that hope."
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Such informal mining has increased in Kono following the closure last year of
the country's biggest diamond mine Koidu Holdings. It shut with the loss of
1,000 jobs after a bitter industrial dispute over the miners' pay.

Officially the company says it closed due to the cost of the dispute and
security concerns, but privately, insiders also acknowledge that the weakness
of the global market also played a role.

In just the past four years, the retail price of polished natural diamonds has
fallen some 40%. The main driver has been the rapid growth of the so-called
lab-grown diamond industry.

These factory-made diamonds, produced from crystalised carbon, are
chemically and physically identical to mined diamonds.

Manufactured mostly in India and China using two different technologies -
HPHT (high pressure high temperature) and CVD (chemical vapour deposition)
~they cost a fraction of the price, up to 70% less.

Kono's governor, Augustine Shekho, says the big fall in the global price of
natural diamonds has hit the region hard over the past five years. "Lower
diamond values have reduced earnings for miners, constrained investment,
and weakened local economic activity."
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Diamond mining has been the lifeblood of this part of West Africa since the
1930s. Thirty-five years ago it became the focus of a brutal, long-running civil
war in Sierra Leone, immortalised by Leonardo Di Caprio in the 2006
Hollywood film Blood Diamonds.

Kono was a target because of its diamond wealth. Shekho described multiple
atrocities committed in the region, including the killing of his own mother, as
armed factions traded control.

"They shot at random, they killed people, burnt the entire town,” he says. "All
houses were mined.

"It was a war of terror... She, my mother, unfortunately, was the victim of
that... It was a nightmare. | would really not want to think about it."

It's estimated that by the end of the 11-year conflict, more than 50,000 people
had died, and hundreds of thousands more were maimed or displaced.
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In 2003, a United Nations-backed international diamond certification scheme,
the Kimberley Process, was launched in order to prevent conflict stones from
entering the mainstream diamond market, But the industry has struggled to
contain the reputational damage.
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"To me the diamonds have failed us," says Abubakar Amara, a primary school
teacher in Kono. "What have those diamonds done for our community, for
Kono, for Sierra Leone? We are considered as poor in the world."

The British multinational, De Beers, which specialises in the mining and
marketing of diamonds, is eager to change the narrative. In Sierra Leone, it's
launched a project called Gemfair, where local artisanal miners are offered
equipment, training, and more transparent pricing for their finds. You might
call it a kind of fairtrade scheme for diamonds.

“The idea is to connect with markets so that they can be able to find a place to
sell their diamonds, and also to empower them, give them training, we give
them skills," says Raymond Alpha, Gemfair's local representative.

But for De Beers, perhaps its most important function is reputational, allowing
retailers to tell the origin story of every diamond they sell.

"We are seeing a growing interest from consumers,” says David Johnson, a De
Beers representative. "With people increasingly wanting to know where their
coffee, cotton or chocolate has come from, it's not surprising that people also
want to know where their diamond - one of the most emotionally significant
purchases — has come from."
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While this increased traceability could win mined diamonds more customers,
others say that the lab-grown alternatives are only going to continue to grow
in popularity. .

Rohit Mehta, chief executive of Forlink Ventures, a commodities house based
in India's lab-grown diamond capital, Surat, says these diamonds are not just
cheaper, but also more ethical and better for the environment.

"People are more conscious about climate change, about extracting too much
from the earth," he says.

But the argument that lab-grown diamonds are "green” doesn't sit well with
everyone. Unlike natural diamonds, the lab-grown variety are hugely energy-
intensive, requiring vast amounts of electricity to produce a single rough carat.

"These reactors run at the temperature of the sun," says Stanley Mathuram, a
US-based environmental consultant who's studied the growth of the lab-
grown diamond industry. "They're like data centres. That's the kind of energy
that they require.”
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However, that concern about energy consumption does not appear to be
putting off buyers. The global lab-grown diamond market was valued at
$29.5bn (£21.9bn) last year, and is tipped to grow to $91.9bn by 2034,

according to one study.

The lab-grown figure for 2025 is already above the $20bn that De Beers
estimates is the total, international annual value of natural, mined diamonds
used in jewellery.
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In the US, engagement rings with lab-grown stones now account for 61% of
all sales, according to the 2026 Real Weddings Study by wedding planning
website The Knot.

The report said this was a more than two-fold increase since 2022, with lab-
grown diamonds by far the most popular choice. It said the shift was "driven by
economic pragmatism and evolving values, with 40% of couples stating it is
specifically important that their stone be lab grown".

Doug Meadows, co-founder of David Douglas Diamonds, a jewellery retailer in
Atlanta, Georgia, says that people are going lab-grown as it means they can
afford a bigger stone.

"It's all about the stone. They're going for the biggest bling that they can
afford. Years ago, it used to be the diamond was the expensive part.

“With the advent of gold jumping up to $4,500, $5,000 an ounce, now the
mounting is becoming a lot more expensive, and the diamond is becoming the
cheap part.”

Meadows adds that he is sympathetic to the idea of promoting natural
diamonds, with a story rooted in the soil, and the experience of poor miners in
West Africa. But it's a hard sell.

"To try to educate a consumer about the value in a natural diamond, it is a new
challenge. | don't know how we do it yet, I'm hoping the industry can give us an
idea."
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Back in the diamond belt of Sierra Leone, Daniel discards another sieve-load
of gravel.

"Unfortunately there is no diamond here," he says, head bowed, gazing into
the blue-grey mud of the pit. "l will try my luck again," he adds as he resumes

digging.
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BBC: lab grown diamonds

One reason why the diamond mines have closed is because..

According to the article there have been several impacts of this. Firstly...

| know this because in the extract it

state:

The consequences of this

Therefore ...

Second effect of mine closure is..

I know this because

according to the articl

.. The consequence of this is

that...

.. therefore...
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However, according to the article it may be an advantage to the people of Sierra Leone that there
is a reduced demand for natural diamonds. This is because according to the article it states that

This means that for the people of Sierra Leone..
.. This will lead to.
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'Six eggs used to be £1' - why
everyday essentials cost so
much more now

Phil Leake, Data journalist, Jennifer Meierhans , Business reporter and Rachel
Clun, Business reporter

24 May 2026
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Many of us have been buying the same supermarket staples every week for
years.
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And we've all noticed when we get to the checkout the total is higher now
than it used to be - even when we've left luxuries like wine or biscuits on the
shelf.

But you might be surprised to know exactly how much everyday essentials like
milk, bread and eggs used to cost just a few years ago compared to what
you're paying today.

We reveal how much they've gone up, what's behind the rise and whether
anyone is profiting.
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What's happening to the price of
eggs?

Back in 2022 you only had to shell out £1 for the average box of six
supermarket own brand free-range eggs. But today the same box costs £1.80,
according to market researchers Assosia which compared average prices
across Tesco, Sainsbury's, Asda and Morrisons for the BBC.

The price of eggs shot up after millions of hens were culled following the UK's
worst outbreak of avian flu between 2021 and 2023.

The sudden drop in the number of laying hens and the added energy cost of
keeping birds indoors due to restrictions caused shortages.

This led to supermarkets putting limits on how many eggs each customer
could buy and both producers and retailers put prices up to offset their losses.
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Price of eggs has risen substantially in recent
years i

Average price of own label products at four major supermarket
chains on 20 May each year
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A big chunk of the cost of producing eggs comes from buying the grain the
hens eat, heating their sheds and transporting the eggs.

Ukraine is a major supplier of grain and the cost rose sharply after Russia’s full
scale invasion in 2022. The conflict also pushed up energy prices, something
we are seeing once again due to the war in the Middle East.

While these price pressures continue, demand for eggs remains high due to
the popularity of high protein diets.
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Milk uses a lot of energy
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Milk is another everyday essential that's gone up, from £1.29 for four pints of
semi-skimmed in 2022 to £1.65 today, according to Assosia's data on
supermarket budget ranges.

Dairy production uses a lot of energy in milking, processing and transportation
so the energy price hikes following the war in Ukraine hit the industry hard
and pushed up prices.

After an initial spike, milk price rises have eased in the last few years because
of global oversupply. Dairy farmers are being paid 25% less for each litre of
milk with many making a loss, according to agricultural analysts The
Andersons Centre.

Farmers and producers keep supermarket shelves stocked with eggs, milk and
bread - but their costs have risen well above the rate of inflation over the last
year.
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Producer price inflation has picked up this year
Annual UK inflation rates, January 2020 to April 2026
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Prices that producers pay for materials and goods went up by 7.7% in the year
to April, according to the ONS. This is the biggest increase in more than three
years.

What's more over the same period, factory gate prices - the amount producers
charge retailers or other wholesalers - only rose by 4%.

AJ Bell head of financial analysis Danni Hewson says contracts between
producers and supermarkets are signed in advance.

"Without a crystal ball nobody can know what is going to happen" to
producers' and farmers' costs at the moment these contracts are signed.

While that means farmers can ask for more money when a contract is up for
renewal, that can't usually occur mid-contract when energy or fuel prices
skyrocket.

"So there will be a degree of some of these price increases, obviously, having
to be swallowed by some of these producers,” she says.
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Bread prices level out after Ukraine
war

A loaf of basic medium slice white bread cost 65p in 2022 but that's now risen
to 74p on average in the big supermarkets. Assosia does not have data for
discounters like Aldi and Lidl but the other supermarkets tend to price match
as competition for customers is so fierce.

The increase in the cost of wheat after Russia's invasion of Ukraine which led
to rising bread prices has levelled out. However conflict in the Middle East has
sparked global supply fears, according to The Andersons Centre.

Hewson said there has been a "perfect storm" of increased costs for raw
materials, energy, labour costs and even changes to packaging regulation that
has made these essentials more expensive.




image46.png
It can be galling that while the total at the checkout continues to rise,
supermarkets are seemingly profiting.

Sales at the UK's main supermarkets rose from about £130bn to about
£160bn between 2020 and 2024.

But when we take their sales and operating expenses into account, none of the
main retailers' profit margins have increased over the last 20 years.
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While these figures don't drill down into how much of those sales were for
food, and they can't reveal how much profit was made on fresh fruit, meat or
dairy products, experts say they do illustrate how competitive the
supermarket industry is in the UK.

The Competition and Markets Authority's July 2024 investigation into the
groceries sector found no evidence that supermarkets were artificially
inflating prices.

There was no spike in 2022 and 2023 when food prices soared as a result of
the global energy crisis following Russia's invasion of Ukraine.

Hewson says the UK supermarket sector is "massively competitive”, and most
will sell some staple products at a loss to get people through the door.

"In most of those cases, what happens is the supermarket swallows those
losses. And that impacts their margins," she says.

"These are not businesses that are making huge amounts for every pound that
they sell. They have to work hard to make their money."

Andrew Opie, director of food and sustainability at the British Retail
Consortium, which represents supermarkets says the UK was "one of the most
affordable places in Western Europe for grocery shopping".

"As food inflation has risen in recent years, supermarkets have ramped up their
focus on offering value on everyday staples - in some cases selling products
below cost and absorbing the impact through their own margins to deliver
savings for customers," he added.
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[BBC: Everyday essentials cost so much

Question: Consumers are the hardest hit by the increase in food prices - is this a correct
assumption?

Consumers are the hardest hit because..

.. This is because according to

the extract..

... This means that...

Thus leading to..

Subsequently meaning that.
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What's happening to UK
interest rates and what does it
mean?

Kevin Peachey
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The Bank of England has held interest rates at 3.75% for a fourth
consecutive time, keeping them at the lowest level since February 2023.
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As well as diversifying by adding different species of fish to menus, some
restaurants believe concentrating on customer service and retaining loyal
diners is the key.

Papa's in Weston-super-Mare, Somerset, has staff and customers who have
been part of the fabric for 30 years.

"The main secret is the support of our patrons, and my colleagues who are

absolutely amazing, they've been the rocks of the business,” said owner Adam
Papa.




