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1. Support that a market is described by the following supply and demand curves:
Qs =2*P
Qp=300-P
a. Solve for the equilibrium price and equilibrium quantity.
b. Suppose that a tax of $10 is placed on buyers so what is the new demand
curve?
c. What happens to the price received by sellers, the price paid by buyers, and
the quantity sold? (25%)

2. What is Nash Equilibrium? Please give a numerical example, and explain it.
(25%)

3. ERBATHEFETE N S 54 Real GDP - 3 H # GDP deflator - (25%)

Price of A Quantity of A | Price of B Quantity of B
2005 $2 150 4 200
2006 $3 250 $5 300
2007 $4 350 $o 400

4, 3% B4+ A 4% Fisher Effect?(When the Fed increases the rate of money growth,
the long-run result is both a higher inflation rate and a higher nominal interest rate.

This adjustment of the nominal interest rate to the inflation rate is called the Fisher
effect.) (25%)
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