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5. To analyze the corn market, we estimate the following equations for the demand and supply
curves: Quantities are measured in millions of bushels; prices are measured in dollars per bushel.
(20%)
Q4 =1,600 - 125P
Qs =440 + 165P
(5.1).Calculate the equilibrium price and quantity that will prevail under a completely free market.
(10%)
(5.2). Calculate the price elasticities of supply and demand at the equilibrium values. (10%)

6. When droughts or freezes damage Brazil’s coffee trees, the price of coffee can soar. The price
usually falls again after a few years, as demand and supply adjust. Why did the coffee price increase
so sharply in the short term and decrease in the long term?  (10%)



