EC 204 Exam 1 Review Sheet
Chapters 1-4

Terms
Markets
Supply
Demand
Equilibrium
Price Ceiling
Price Floor
Price Elasticity of Demand and Supply
Substitutes and complements
Normal and inferior goods
Shift in demand vs. change in quantity demanded
Shift in supply vs change in quantity supplied
Indifference Curves
Indifference Maps
Budget constraint 
Marginal rate of substitution
Tangency
Utility
Marginal Utility
Law of diminishing MU
Price consumption curve
Income consumption curve
Engel curve
Substitution and income effects
Market demand

Suggested practice – You really should try to do as many practice problems as you can.  This includes redoing the problem sets, doing problems at the end of chapters, doing in-class problems again, and possibly doing online homework.  To that end I will suggest some exercises at the end of chapters, these are not exhaustive.

Dion buys two goods for Halloween: Snickers and Reese’s.  Her utility is described by U=S.5R.5.  Snickers are $1.50 per candy bar and Reese’s are $2 per pack.  She has $100 to spend on candy.  
a.) Draw her budget line, and find her optimal bundle.  What is the utility at the optimal bundle?  
b.) [bookmark: _GoBack]Assume the price of Reese’s drops to $1 per pack.  How does her optimal bundle change?   Label the second bundle on your indifference curve.
 Chapter 2 – 1, 3, 4, 6.
Chapter 3 – 3, 4, 5, 6, 10, 14, 15
Chapter 4 – 1, 2, 3, 6, 9, 13



