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"Arc -elasticity

This illustrats why we need are-clasticity
when there me linge changes in I and/or d

a

Every Imo drop in p
Thus P.Q. remains

sa

Consider a demand curve of "unit elasticity". £ = 1.
Clubes u 1 % rise of Q.

The clue is
hyperbola :

{{

i

100

Moving down the curve, a -1% AP

190 &Q. gets langer (because a git's linger).at P = $1,00 ; Q = 100 .
P = $₁50at b a = 200 :

If you move from

= 100 %

Arc-t =

constant.
alkara1,00

.50

(2000)
(11)75

300 200

€ = 1

Simple t =

. -1% AP gets unaller ; a

a to l in one

1

PQ = $ 100

ra $ 100

hop:
100 %.
50%

-AP

Q

= 2.
cumulative change in the baser distorts the value. To

adjust use arc- E.

P.(

5

(over).

The

50%

1
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1

I
1

If you

need t = 1 to accomplish.

E = 1₂

1

don't are the & voi ll. chuink

fact only needs

Or you'll tunk, aftu(
you have E = 2 ; when in fact it is only

Thus you'll become biassed against lange

price cuts, and in favor of small ones.
Qu . on 3d Quiz : Answer below

Given ; -AP AQ3

1/-₂

į
For ease P₁ = 1₁ Q₁ =11;

Tcancel out anyway

simple E

Arc = = 07/1.2

·3/.85

P₁

= 1,33

7.

you
you

a AQ which in

a sale with 50 % off
UV(

.4

too hich

85
= 1.33 × =²= = .94i.t

piz

any other constant will

= 1.

1



Spy

FAR

*

:
geta awicku wan to getA quicken way

Try this:

In 200

bn 1 - lu =

lu 100

en 140 in 100

LA LOU IMA TU

256-728
:29

8-4
8

6931
.6431

.3365
.3567

-BGAČNÁZVO

2-1

E is the ratio of the changes in the natural
small the change

atc - t is with las

=

logs: however tange
They also works with log base 10 but I recommand

you stick with natural logs (LN); in general;=..
because the change in the natural toy is the
fractional change in the number.

BA

# For some insight into why this works, try los have 2

TARAFIN

2:

8-7
·3-2

94

A

log₂:256 - log₂128

lige! - top₁4

Marvel & ponder! I leave it at that.
Tes
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5 yu.

io you.
wys .

Pajauce Same

260 wks x 40 hrs. = 10,400
260 whs x 2t ... 585.

10,400 780,015 = 180

585 × 1125 = 65,8/ 25

845.81

16.91,92

33.83 25

Monthly: 845 81/60 mos = 14.10/m

= 81.67
5yu.
@ 1290 FV = 1.0160-1

+21

81.67
~

-60
= 1,36

1.36 X 845. 1150

I

I
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1

10...yes.

20
yes.

1.01

230
120

120

odl

1.01.

4.12

-1

1.92 1691, 92

240

-.01.

1-92.

-230

989-26
240

A

· 3383.25

= 3,243, 39

test.989 25

= 412

13.945.41

2



Yis

10

20.

Mor

60

120

242

Mos. pg culu....
60 852.74

1605-48

3411,96

120

240

some

aWage Worken , 20/ww.is more
For

Al fitting than 100.therwith

EVE
1 290
114,05

488.26

5.744.44

EVE/n

1.90

Correct.
Calc.
845,81

1691,62

3383.25

4.07

23,94



ļ
Mard. problems

aMunie's inst. goud is to double her accum.
sugs. every 8 yu by sang $ / ₁.savy

n_fige)

$: 11117™

What i.r.

16.

10 '

.03

.08

.16

./1

F = a$

87°
hT": /

n
F = 2 € × 8_a

Ka =_9.
w i =

= 8

39) = 58 x *1

Lefti

(to h2

that
ff1:

I" -1

445

++39

["=-=-=1
ET6

.017
-...053
.142
1157

.172.

.189

I
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2. Begin paying_sst.
By age 65 :

a.
•ssume 1570 of $45k;

65-18 = 47

How much will have to yo as
6,150

41 x 6750 =

b at 9% how much_int__accum ?.
626.86F =

JPV

age

= a

$1.000/m2.

15.a.

1.0947-1

.09.
627_9 - 47α = 580_9 = $3,914,074

at age

but accum. bens. Will
180,000

1.8. Employer matches.

you may receive benefits of

:) If you live to 80. how much
ware

8.06 a1-/1.09-15P= 41you received? 15, 12,000

96,730.
"Their BV as of you afe

a

What To is this of value of y₁, contribs. at that time
626.86 a = 10/29

8.06 a

65

311,250.

8:06
-15.

ii)_a) What is their BV an

_put_in?

= , 54

a

_iic) What is their PV as of now ?
8.06 a

8.060/1.0947
= .1404 a = +947, 53

5.7.42

A

L
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_1)_ ____

(b)

Quiz. 18 Nov., Ansires.

970 T=I²
6964

i =

2 = .066

f = u

Pi
a

1
990

I

Za

fi
a

1- I-4

n

-I

-1-3

fi
a[77-1]m = Imu

I

= 139 (1 - I^ )̂

#]
- lu[t-ti)fi

in I
-n
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