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Class 8 
Using Demand and Supply to Predict Changes in Prices and Quantities 

 
The purpose of these exercises is to help students gain the ability to apply demand and supply to a wide 
variety of problems. 
 
 

1. Unfinished business from Tuesday’s lecture. 
 

2. We will work problems in class from Chapter 3 (pp 89-90), Chapter 4 (pp 123-125 except for questions 
on elasticity of demand, and Chapter 5 (pp 154 – 156 except for questions on elasticity). 
   
a. Please bring your book with you to class. 
b. Salemi will choose some problems for students to work either together or in groups. 
c. Students will have a chance to propose other problems to work. Please look over the problems and 

decide which ones require attention in class.   
 
 

3. Data Exercise on Relative Prices 
 
4. Analysis of “Fast Rising Steel Prices Set Back Big Projects” 
 

 



 
Data Exercise 
The following tables show the consumer price index (CPI), the consumer price index for energy 
products, and the ratio of the two.  The data are from Fred, the data site at the Federal Reserve Bank 
of St. Louis, an excellent source of economic data (http://www.stls.frb.org/).  
 
1. How would you interpret the data series in the second chart which is the ratio of the CPI-

Energy index to the overall CPI index?  
 
2. Given the data in the second chart, how would you conjecture that the relative demand for 

compact cars and SUVs has changed over the period covered by the data? 
 
3. How would you check your conjecture? 
 

CPI and CPI Energy Indexes
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Relative Price of Energy
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