Auxiliary Problems for Chapter 8 
1.
What does the stock market tell you about consumer behavior in the economy? 
2.
According to Say’s Law, how is supply of the economy’s output related to the demand for the output?
3.
Suppose you have $3,000 in savings when the price level index is 100.

a) 
If inflation pushes the price level up by 10%, what is the real value of your savings?
b)
What happens to the real value of your savings if the price level declines by 10%?

4.
Use the following information to draw the aggregate demand and aggregate supply curves on the graph below. Both curves are assumed to be straight lines.

	Average Price

Level
	Real Output Demanded

(per year)
	Real Output Supplied

(per year)

	$300
	100
	300

	$100
	500
	100


a) 
At what price level does equilibrium occur?

b) 
Which curve must have shifted if a new equilibrium were to occur at an output level of 400 and a price level of 400?

c) 
Which curve must have shifted if a new equilibrium were to occur at an output level of 400 and a price level of 150?

5.
What effects would each of the following have on the U.S. aggregate demand curve?

a)
Interest rates decline

b)
Consumers expect increasing inflation

c)
The stock market rises
d)
The devastating effects of a tsunami trigger a recession across southern Asia 

6.
What effects would each of the following have on the U.S. aggregate supply curve?

a)
U.S. corporate tax rates decline

b)
Businesses find the cost of employee health insurance rising

c) 
U.S. productivity declines

d) 
Outsourcing reduces costs for American businesses

