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Price Index (PI)
CPI : consumer goods, bread,
milk, clothing, transportation,
telecommunication, etc.
Any individual’s basket may
differ from the “marketed”
basket used to calculate CPI.
A “base year” has to be
chosen carefully; the prices
should not be unnaturally high
or low. (Taste and availability
change a great deal over time.
Typically, recent years are
chosen.)
GDP deflator is a Price Index,
the (weighted) average prices
of all final goods and services.
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