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Question 5 Why does CPI tend to be higher than GDP deflator? 

  

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

Question 6 Answer the following questions. 

 

 

The typical basket of goods purchased by an average consumer consists of 10 pizzas, 100 litres of chocolate milk and 
10 jazz concerts. 

 

6.1 With 2013 as the base year, calculate CPI of 2013 and 2014. 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

6.2 Calculate the inflation rate of 2014. 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 
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Because CPI have fixed quantity but price can change and because the inflation affect

the price

58 . 65 60.14

CPI
zogz

= Cost of Fixed Basket in 2013 × 100 = 691 X 100 = 100
'

l -

Base Year cost of fixed Basket 690

CPI
20,4

= Cost of Fixed Basket in 2014 x 100 = 7142 t 100 = 103.48-1.

Base Year cost of fixed Basket 690

the inflation rate of 2014 = CPI
zag
- CPI

zogz
8100 = 103.48 - 100 x # = 3.48 t .

1001CPI 2073

for 2073 ; 2.571101+11.7571700) -11457110) = 690

for 2014 ; 112.9) 110) -111.2571700) -11461110) = 714


