Economics 50




                         Name_______________________

Homework 1 
Due: Beginning of the hour on the day announced in class (no homework will be accepted afterward).

Show all calculations on separate sheets of paper and staple all pages (without showing calculations, there will be no credit). 

Your grade will depend not only on the correctness of your answers but on neatness, clarity, organization, and thoroughness. Please do your own work. If you need help, ask the instructor or a tutor. Do not ask a fellow student! Submitting identical works, which usually contain the same errors, is cheating and will have grave consequences (see the Syllabus). 5 points
1) Answer questions 5, 7 and 9 in Chapter 7 of your textbook (Hall and Lieberman, pp. 194-195). 
Show all final answers in tables. 5 points
2) Answer the following typical multiple choice questions and explain your answers (without explanation, there will be no credit):
1. Which of the following statements about inflation and the price level is true? [Hint: use the algebraic definition of inflation] 
a. When the inflation rate is zero, the price level must be zero as well.

b. When the price level is rising, the inflation rate must be rising as well.

c. When the inflation rate is falling, the price level cannot be rising.

d. When the inflation rate is positive, the price level must be rising. 

e. All of the above. 

2. Suppose nominal wage (W) increased. Which of the following statements is true? [Hint: use the algebraic definition of nominal wage (W)] 
a. We can say for sure that CPI decreased. 
b. We can say for sure that CPI increased.

c. We can say for sure that real wage (w) increased.

d. We can say for sure that real wage (w) decreased.

e. none of the above.
