Inflation Assignment

Monthly Costs in Charlotte





2012


2013
Housing 


1700


1750

Utilities


400


410

Car



329


339

Insurance


120


128

Entertainment


80


85

Electronic Goods

130


119

Food



247


238

1. Calculate a rate of inflation for Charlotte in 2013.

2. In this question what year is the base year?

3. How do Charlotte prices compare to New York prices? Assume New York’s CPI is 3400.

4. What is hyperinflation? What causes hyperinflation?

5. What is meant by the term “base year?”

6. What is the difference between the CPI and the PPI?

7. What is the difference between cost push and demand pull inflation? 

8. When cost push inflation occurs prices go up and GPD goes?

9. When demand pull inflation occurs prices go up and GDP goes?

10. If prices increase by 5 percent and nominal wages increase by 4 percent then what happens to real wages?

11. Over the past few ten years prices have displayed the most significant increase in which market? a. houses
b. medicine
c. electronics
d. clothing

12. International competition causes domestic prices to go (up/down), and GDP to go (up/down). Therefore, this would be a (positive/negative) example of (cost push/ demand pull) affects on the economy.

13. What Federal agency is held responsible for price stability?

14. Who loses if there is deflation? Who wins?

15. What is the major cause of inflation?
16. If the money supply continues to increase, what will happen to the value of the dollar?

17. If the value of the dollar decreases, what happens to the price of goods brought into the United States?

