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1. $700

2. $700

3. $770

4. $720

5. 100

6. 107

7. (107-100)/100=0.07 = 7%

8. Percent increase in nominal = (770-700)/700 = 0.10 = 10%

Percent increase in prices = 7%, therefore most of the increase was due to prices.

9.

	
	Year 1
	Year 2
	Year 3

	GDP
	4532
	4804
	5140

	Consumption
	3127
	3320
	3544

	Investment
	589
	629
	673

	Government Purchases
	861
	913
	977

	Net Exports
	-45
	-58
	-54


10. Consumption

11. It means that exports exceed imports.

Multiple Choice:

12. d (It was “produced in 1988 and therefore would be counted in 1988 GDP, NOT 1989 GDP”)

13. e

14. d

15. c

16. d

17. b
