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If a firm spends $6,000 today on an investment it will receive paybacks of $4,000 in three years
and $8,000 in seven years. If the interest rate is 7%, what is the net present value of this

= 7%, investment? Do not round intermediate steps, but round your final answer to the nearest
' apnm | dollar, K000 a7
4;:5 fﬁ'ﬁ&\!ﬁﬂ@ ?\;’I - HOV”*’ &-,,if-‘l—i‘n)(' - ‘5 4 Zi‘tu
t=1 1= | $8,912 e ("Juu .C
~Correct Answetﬁ " None of the answers shown is correct. &
$7,512
$8,870
$2,000
PR | R
You Answered : $8,642 ’i
{
Question 2 A
A firm's current profits are $160,000. These profits are expected to grow indefinitely at a
constant annual rate of 3.5 percent. If the firm's opportunity cost of funds is 5.5 percent, what
is the value of the firm?

{

Correct! ¥

*

. $8,440,000

$45,714

$8,280,000

$8,124,000

$320,000
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10,000 (1+0. 055)

(0.055-0.035)
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PVeren =[2440,000 |
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Question 3 e

" Correctl @

What is the value of a preferred stock that pays a perpetual dividend of $2,400 at the end of
each year when the interest rate is 6 percent?

None of the answers shown is correct. p\/ - | 2_"‘{ OO :M&\
$400 ( 0.0 é} |

$144

$14,400

More information is needed to answer this question.

$40,000

i

i
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Question 4

[/

ssume the following occurs in the mzaér;et for Good X: g?x rease in government regulation;
decrease in the price of complemen ,3 come increases; Qﬁ an excise tax is imposed.

Which of the following correctly summarizes the impact on equilibrium price and quantity?

The equilibrium quantity will decrease. The equilibrium price will increase.

The equilibrium quantity will decrease. Any change in equilibrium price is uncertain.
The equilibrium guantity will increase. Any change in equilibrium price is unceriain.
’fhe ec;uilibrium quantity will stay the same. The equilibrium price will increase.

The equilibrium price will decrease. Any change in equilibrium quantity is uncertain.
The equilibrium quantity and equilibrium price will both increase.

The equilibrium price will increase. Any change in equilibrium quantity is uncertain.

Question 5 474pts

The total benefit and total cost from a continuous activity are, respectively, given by the
following equations: B(Q) = 72Q - 10Q?; C(Q) = 10 + 1.25Q2. At what quantity are net benefits




" Correctl ' §

Corresil

maximized? B(QE:72Q “IOQQ' C(&\: lOHYSQ'L
MB = 72-20Q MG = 2.5Q

4.80 |
2.45 _ 1- =154 |
' ‘ 0@ YL0Q
3.60 JL = Z.’Z.ﬁ &
o ) 2

None of the answers listed is correct.

\a 31

2.80

$: 320

Question 6 4ldpts |

| Compiements)

The demand for good X is given by: Qx® = 2,90 A PXG?Z.7P5@1 .33Pp + 0.84M, where Py is
the price of good X, P is the price of good C, Py, is the price of good D, and M is income.
Which of the following statements is correct?

Goods X and C are suﬁsfztutes goods X and VD are complements; good X is a normal good.
Goods X and C are complements and Goods X and D are complements.

Goods X and C are complements; goods X and D are substitutes; good X is a2 normal good.
None of the other étatements is ‘ccrrect.

Goods X and C are complements; goods X and D are substitutes; good X is an inferior good.

Goods X and C are substitutes; goods X and D are complements; good X is an inferior good.

Question 7 L gia

The demand function for a good is as follows: Q =40 -~ P/10. When graphing the inverse
demand function, the vertical intercept would be 'LHO At a price of $240, the quantity

demanded would be units. ]

ullyers = UO = P D) Q= 40 - (’2,% )

O3 b pr
$400, 24 (2= HO- 7}‘[

e
$160,30 -{@({‘%’g ‘JPD",D& P=HOO - O(((p

P =400 -10Q p= Hoo-wo{ﬁj




LSorrect!

Correct!

$40, 16

340, 24

None of the answers listed is correct.

$10, 16

(240,16) Not Listed

Question 8

4/4pts

The demand function in a market is: Qd = 260 — 15P. The supply function is: Qs = 60P — 115.
If the government imposes a price restriction at $9, this would be a price , and result in

a

ceiling, surplus of 125 units

floor, surplus of 300 units

- -

ceiling, shortage of 125 units

None of the answers listed is correct.

floor, shortage of 300 units

260-15p = (,OP-%
+ IS $A5P  +15P HIS

v L | 1 ML
ST L
e
QA =1260-15(4)
ad = 115

5

Qs = 41S

Rs~Qd 4251253300 |

Question 9
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A market is in equilibrium. Some changes occur that allow you to predict a definite increase in
the equilibrium quantity, but you cannot state what will happen to equilibrium price. Which of
the following would be consistent with this scenario?

There is an increase in the cost of an input, an increase in government regulation, and an increase

in the number of consumers.

Firms expect a lower price, there is a decrease in the number of consumers, and there is a

negative change in consumer tastes. -

There is an increase in.income (assume an inferior good), a decrease in the price of a substitute in
production, and consumers expect a higher price.




“Correctl ]

i There is an increase in the number of consumers, an increase in the number of firms, and a
decrease in the price of a complement.

There is a positive change in consumer tastes, an increase in the number of firms, and a decrease |
in income. !

Question 10 At |
The demand function in a market is as follows: Qd =195 — 11P. The supply function is as
follows: Qs = 6P — 26. At what price is there no shortage and no surplus?
Corractin ¥ None of the answers listed is correct. 'q 5 . l = (;7 P = Z(o
$15 + 20 #(P HIP +26
| q 5‘ = 7P

$9

$12 71P - ’2_1\

$18

$16 , ‘ tl-/; m Not L!S‘ILCC[
Question 11 4laps |
The demand curve for a gdod is as follows: Qd = 1560 — 6P. What is the consumer surplus if
the price is $220? Q= 19560~ %

+(,P T¥P
$8,120 (é'f' P = lS(QO
$38,400 %\3 = |S'(,O Q | \
= = p
Correctl y = & L —
- $4,800 ( 240 Q
P=260-Q
None of the answers listed is correct. ( \ CS - ‘L b»‘\
P=220 » A=1560-b(220 e )
$160,800 Q =1560-1320 (’H&(ZG{? 22@
@ = 2H0 = 2 (240)(Uo
st '
= 2(9600)
CS = 4300




Question 12 L

The inverse demand function for a good is as follows: P =48 — 2Q. What is the price elasticity
of demand at a price of $20? Round your final answer to two decimal places.

P=U3-1, \F P=20 l
-2.86 2%, Q Q=724 —-—7:(’2_03
PFLQ =43 Q=24 -(Io)

| Q=1
i Corrsct! V& -0.71 Q = Li 8 —_.E— i 4
b ony Geser b))
140 & = 29~ L v = Siope Q . 3

| Ep = -0

iso P\/ . ( - Jz‘)( ‘l'%

Question 13 4/4pts

A firm sells 82 units of a good when it charges a price of $4 per unit. When it lowers its price to
$2 per unit it sells 98 units. What is the price elasticity of demand? Round your final answer to

two decimal places. Q"-: IL Vl =Y
Qz_: 1% P‘L: =

sk @-@) (380 1
~0.81 o aan (31L49%) 90 O0.1T77%
E’D - < _J—:z__“?b Z = =
— Pty (2D CL | okl
Somecu - (‘p‘:‘(s;'} (4+D) 3 L
~0.46 2z 7"
=066
. 5
,,,,,, e l =% !
4 , 0l4pts |

Question 14

In which of the following cases would a firm’s total revenue decrease?

Price elasticity equals —1.00 and the firm decreases the selling price.

You Answered " Price elasticity equals —1.30 and the firm decreases the selling price.

‘CorrectAnswer ¥ price glasticity equals 0.00 and the fimm decreases the selling price.

M TR 2 E = =] D 101<| znelostic *4P + TR Y




“Corrscti

Correcti

Price elasticity equals —1.00 and the firm increases the selling price.

Price elasticity equals —0.76 and the firm increases the selling price.

Question 15 s

The demand function in a market is Qd = 84 — P/5, while the supply function is Qs = P/2 — 140.
If the government imposes a price ceiling of $300, what is the deadweight loss?

4 - P = f_ =

- $290 A g
370 H‘—(O* + P

" $210 370 S B gp

300 2724 =S¥

None of the answers listed is correct. l O

| D
| o = 1P
S OQG- @P_'?)-No 10 20 Q %27}1 ‘%\*@%

: Y515 =
B0 Qs = (50 140 910) @E*L":g‘:_:@?%)—

. $25°Oad Y % @ 8 | 'S

A firm’s demand function is Qd = 42 — P/15. What is the firm’s maximum total revenue?

TR=P -Q _IE¥s
| $6,615 | | TR = P(H/L‘P/% QA= LN-___~

TR =H1P- P 4z -2
| & =17\
None of the answers listed is correct. M K dﬂﬁ\/d“h veé ( l ‘2) E_———\

$6,280

More information is needed to answer this question.

MR = A%
$6,290 ‘2 Hl _]__5___. | ’rR - P & 3
$6,840 - TR= 3\5-)<2'\
set MR =0 K= Lois
1’“, "ZP 2. ()

Question 17 (*‘q\"\l P(____ys_f> 414pts w
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The cross-price elasticity between goods X and Y is 0.75. If the price of good Y decreases by 5

6%, the quantity demanded for good X will . Goods Xand Y are

CPE, = Dl g

Y
% P
decrease by 1.50%, complements

Cedo15 = % )
decrease by 1.50%, substitutes

decrease by 4.00%, complements

Carrest! " None of the answers listed is correct. (0 OQXO '753 “70 QD
increase by 1.50%, substitutes l"‘O'OLI S) = 07‘7 ab

increase by 4.00%, substitutes § o q S 070 !

X{00 i
| v CPED y 5—07‘@'()‘\

g

samesign = complements |
“M
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Questlﬁn 18

’ An ice cream shop conducted a regression analysis using sales of ice e cream per day in gallons

and the selling price per galion to generate the attached regressu@g ression #1 gocx_ g

e

What are the shop’s estimated daily sales of ice cream rounded to the nearest gallon if the

selling price is $5.00 per gallon? Round all parameters to three decimal places before doing

your calculations. intercept
Price

You Answered 208

&= 415107055 -11

None of the answers shown is correct.

Correct Answer y H' P P j’
| Rl - Q= H15:1072055-12716364
403 | = 47577072055 —113.3181
...3& RRRA5T7%7]

% 344

Question 19 414 pts

' pa TN
P-valve (Price)
—

| Lﬁ’ﬂ%"}gh{ﬁ A different ice cream shop conducted a regression analysis using sales of ice cream per day in

Ny _— gallons and the selling price per gallon to generate the attached regression. Regression #
0. QQOD&)Uﬁqg)g Db 2.docx B
gajﬁﬂﬂit’f"-% _ . ‘ e Sl dEn
“ h af ; Assume a = 0.0125. Which of the following correctly states if price is statistically significant in
&35 - “explaining” changes in the sales of ice cream and for the right reason?
0=0.0125. |

Ty

Coefficients
H25.70120
727163644

)

7&59“?‘1 36 ‘,,

136(5)
H6¥

if P-valve < &K m’m is statisticall Y ;up’w (cant / re,& eck the mu“\



Corracti

‘Correcti -

Price is statistically significant in “explaining” sales of ice cream because the adjusted R Square is
positive.

Price is not statistically significant in “explaining” sales of ice cream because the adjusted R
Sqguare is less than 0.50.

Price is statistically significant in “explaining” sales of ice cream because the coefficient on the
price term is negative.

Price is not statistically significant in “explaining” sales of ice cream because the P-value is greater !
than alphs.

Price is statistically signiﬁcént in “explaining” sales of ice cream because the P-value is less than
alpha.

Question 20

1 value.) : e

A firm does an 'elasti,city calculation based on past sales information and discovers its price
elasticity of demand is —0.67. This means the firm’s demand is ]n&\a‘sﬁt’and the percentage
change in price is \(M_azef than the percentage change in quantity demanded (in absolute

a
AGx =2
A PX
APx=3(GAax=1

: | Parceni‘o\%e Cho vwgﬁ
inelastic, smaller » » in Pﬂ{)\f« 1 S Lﬂ‘r%ﬁ(

Ep = |-0.67] < | #|ine

inelastic, larger

1
W

—0&'] s 4% means

elastic, smaller

elastic, larger

Question 21 0/4 pts

A firm has a straight, downward-sloping inverse demand curve. At a quantity smaller than the
one where the firm’s fotal revenue is maximized, the price elasticity of demand = ! , and
the firm’s marginal revenue is Egﬁ'rh\re




less than one in absclute value, positive
You Answered ~ less than one in absolute value, negative
iﬁcarreﬁtA,nswef 7 greater than one in absolute value, positive 4 Et aS‘h\, B
greater than one in absolute value, equal to zero 1 '/- .
greater than one in absolute value, negative évx ) daﬁ‘ﬁ a
. A \Ev\ 4 \
less than one in absolute value, equal to one : ‘ D
,! % S
O
 Question 22 4l4pts
2N
Y Semand
. The inverse demand function in a market is: P = 740 - 9Q. The inverse supply function is: P =/1 P =] ‘-l g =
@ | 240 + 11Q. | m‘“ ) “q a
Ad=%L2L _(_% At a price of $500, 500409 and the price will {ACTEASE 74O P+ 740
—fsz 10~ s‘scsts " 551’}
the market is in equilibrium, stay the same =
i there is a surplus, decrease
' 240
= 500
5= 2,\‘5l$ oo 2. 03 25 ZUobO 5\}
ere is a shortage, decrease ._’ "10 qa ,LL‘O % l ‘ Q
z Y5, qsws—llsﬁs W~ > ,_7_% I
?«;—ﬁﬁ%‘c " there is a shortage, increase 5" 00 = 20Q Sﬂodﬁ% -Ha 1Q
=136 2o p-116= 240
O ad > &s 1} gw (“'@C} there is a surplus, increase 155 @ -
Orom&FEP P=Tuo—a(25) Q*?HO P
p=740-9 (23.63) TR
=740 - 225 P 3%
P=7HO ~211.1%% P =5I5 0/4pts 5 o
P=5112] l Question 23 P
: __/__________,_..
e "
is>516 Economic M= A(,covm'm% T - Oppovtunity Cost
Which of the following statements about accounting profit and economlc profit is incorrect? ‘,
Example
You Answered * ltis possible for a firm to have an accounting profit and an economic loss simultaneously. (/ D:))) Econ T =~ L
(‘mm% A&DUW" L 5
‘Correct Answer ./ |t 5 firm has an economic loss it must also have an accounting loss. . OPPwS‘I' =
"{'“m:s iS INCOTTECK DECause we can have economic oss and 2
als0 aCOuNTiNg Protit i 0ppoctulrty costs is geeatertan Al 1 _.1 (g} ( 7>
It is possible for a firm to have an accounting pro it and an economic profitsimultaneously.
ws‘s | PROAT cosTS
None of the other statements is mcorrect . : L
\f Wou have an ewnomic |oss, that means Economic Profit is Ne ‘*ﬁvﬁ& nd
gm: even though i s N&jqﬂvﬁ it cold be that Opportvarty Cost svbtmacte

Erom AccovnTing Profit is & larder pumbex (0.C) Fhan Aoct ProF, 5o hereis no Awovntinglos



XSraked

Jolvi noy
1 want
ifid could be

solved.

‘Correct Answer

becavse
2d o sel

ltis possible for a firm to have an accounting profit and an economic break even simultaneously.

Question 24 0/4pts
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The inverse demand function in a market is as follows: P = 100 — Q/9, Assume the market is ({mﬂfj
in equilibrium at the price of $80. If the government imposes a price ceiling of $60, what is the X )ej\? (\‘\}h
increase in the consumer surplus? ( =100 - ¢ ’ (00 Om\{ \
increase P ? 100 _(g.’ . Ne/())%\‘@,bg 5\) :\;3\
(Suggestion: Carefully draw a graph.) q 100K \’('\)_\ i N/ {\U’(\
R O SA
9 a N> V4
$3,600 . | 30 .o ‘\‘ —
+ &y 0 JAL @ @ oo ‘\‘\fceu,me
$5,400 5 1 -p =100-P 1
; T PR ‘ \ o
= & - L{O(:J "’q P ? 7 ’%0 Sbo
- More information is needed to answer this question. @ e 2 |
Q=400~4(80)
$1,800 =4900-170 : g A
100-70 \ule, Canvt de’ref\mmé
& $4,500 Q =130 CONSUMEX SUrplus
” bewsg We welent

None of the answers listed is corract.
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Question 25 At
our Notes Sa

A firm changed the price of a good it sells, and its total revenue decreased. Which of the
following would be most consistent with this observation?

>< The good is a luxury, ar}d the firm decreased the selling price.
LUXuWY Good = Elashc - Py —»TRA

There are many substitutes for the good and the firm decreased the selling price.

. Many substitutes =Elastic + Py BTRA

glostic
If |E

Inelastic

'

( Py TR\b

IF | €| > (Elashdy

Py TRY

Dii‘w

1 (relastc

Consumers have litile time to respond o the price change and the firm decreased the §§!_Ijng,,p{ice. P /‘\ ":ﬁi",‘t\
Mote Time =More Elastic, so little ime =Inclastic = PV #{T R |
hese are our

The good is very inexpensive and the firm increased the selling price.
Seallec 7o spentof income = nelastic. > P —» TR
The good is a durable good and the firm decreased the selling price.

Purable Good =Elastic b Py + TR

tw

p options,

Quiz Score: 76 out of 100







