Initial starts with m4

P=P; P, Is fixed.

My =P1X1+P2X3




Price changes, fixed m4: worse-off!
P,=P1’

p,=p,” (rise) p, |s flxed
my = p1X1+p2X2
= P1X1 +P2X7




To maintain the same standard of living, need m,
P1=P;’ .
pP,=p,” (rise) p2 Is fixed.
My = D1X1 + p2X2

= I01X1 + IO2X2

my; = p1X1 +pP2Xx;

U,




Isn’t that we only need m3? CPI over-estimating COL?
P1=P;’ .
p,=p,” (rise) p,Is fixed.
M1 =P1X1 +P2X2
= P1X1 +P2X2

my; = p1X1 +pP2Xx;

U,
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m3 =pi1xXy +pP2Xx;




