Macroeconomics

Instructor: Mark Tomass

Answer Key to Homework 3

1.
The report will act to decrease the demand for eggs.  The new schedule and curve will have half as much quantity demanded associated with each price as compared with the initial schedule and curve.

2.
The new supply curve will have twice as much quantity supplied associated with each price as the old schedule and curve.

3.
The new equilibrium price will be 25 cents per dozen and the new equilibrium quantity will be 4000 dozen per week.

4.
The early freeze will decrease the supply of coffee, putting upward pressure on the price.

5.
A decline in the market rate of interest will make credit less expensive.  This will increase the number of persons willing and able to afford a car, resulting in an increase in the demand for cars.  The increase in the demand for cars will increase the price and quantity supplied.

6.
If there is a shortage of the disc players the current price is below the market equilibrium price.

7.
If the price were $3 per loaf or greater it would not be necessary for the government to buy bread because all would be purchased by private buyers in the market.

8.
If the market price of bread exceeds $3 the government would not buy any bread.

9.
The market is not in equilibrium because there is a shortage.  Market price will rise.

10.
The surplus will put downward pressure on price.  As this occurs, quantity demanded will increase while quantity supplied will decrease, causing the surplus to be eliminated.

