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Understanding how the prices of goods change over time is essential for
analyzing economic trends and consumer purchasing power. When examining
whether certain goods are priced lower in real terms in 3018 compared to
3015, it's important to consider not just nominal prices but also the effects
of inflation and deflation. This article provides a comprehensive analysis of
which goods have experienced a decline in real prices over this period,
illustrating all the necessary calculations and methods used.

Introduction

Economic variables such as inflation, deflation, and technological
advancements influence the pricing of goods over time. Nominal prices refer
to the face value of goods at a specific point in time, while real prices are
adjusted for inflation to reflect true purchasing power. Analyzing real
prices involves adjusting nominal prices using a price index—often the
Consumer Price Index (CPI)—to compare prices across different years
accurately.

In this case, we analyze the Rohan Market Basket, which provides nominal
prices for various goods in 3015 and 3018, along with relevant price indices.
Our goal is to identify which goods are cheaper in real terms in 3018 than
they were in 3015.

Methodology

To determine if a good is priced lower in real terms in 3018 than in 3015, we
follow these steps:

Step 1: Gather Nominal Prices

- Collect the nominal price of each good in 3015.
- Collect the nominal price of each good in 3018.



Step 2: Obtain Price Indices

- Obtain the Consumer Price Index (CPI) or relevant price index for 3015 and
3018.

- For simplicity, assume:
- CPI in 3015 = 100 (base year)
- CPI in 3018 = 120 (indicating inflation over the period)

Step 3: Calculate Real Prices

- The formula for real price is:

\ [
\text{Real Price} = \frac{\text{Nominal Price}}{\text{CPI}} \times 100
\1

- Using this, compute real prices for each good in both years.

Step 4: Compare Real Prices

- For each good, compare the real price in 3018 to that in 3015.
- If the real price in 3018 is less than in 3015, the good has become cheaper
in real terms.

Data from the Rohan Market Basket

Suppose the following data is available:

| Good | Nominal Price in 3015 | Nominal Price in 3018 | CPI in 3015 | CPI in

| Bread | 2.00 | 2.40 | 1060 | 120 |

| Milk | 1.50 | 1.80 | 100 | 120 |

| Gasoline | 3.00 | 3.60 | 100 | 120 |

| Television | 500.00 | 600.00 | 1060 | 120 |
| Smartphone | 800.00 | 850.00 | 1060 | 120 |
| Clothing | 50.00 | 52.00 | 100 | 120 |

| Fresh Fruits | 4.00 | 4.80 | 100 | 120 |

| Rice | 1.00 | 1.20 | 100 | 120 |

Using this data, we proceed with calculations.



Calculations of Real Prices

Let's demonstrate the calculation for each good:

1. Bread
- 3015: \(\frac{2.00}{100} \times 100 = \$2.00\)
- 3018: \(\frac{2.40}{120} \times 100 = \$2.00\)

Result: Real price in 3018 is \$%$2.00, same as in 3015 — no change.

2. Milk

- 3015: \(\frac{1.50}{100} \times 100
- 3018: \(\frac{1.80}{120} \times 100

\$1.50\)
\$1.50\)

Result: No change in real price.

3. Gasoline

- 3015: \$3.00
- 3018: \(\frac{3.60}{120} \times 100

\$3.00\)

Result: No change.

4. Television
- 3015: \$500.00
- 3018: \(\frac{600.00}{120} \times 100 = \$500.00\)

Result: No change.

5. Smartphone
- 3015: \$800.00
- 3018: \(\frac{850.00}{120} \times 100 \approx \$708.33\)

Result: Real price decreased from \$800 to approximately \$708.33, indicating
a lower real price in 3018.

6. Clothing

- 3015: \$50.00
- 3018: \(\frac{52.00}{120} \times 100 \approx \$43.33\)



Result: Real price decreased from \$50.00 to about \$43.33.

7. Fresh Fruits
- 3015: \$4.00

- 3018: \(\frac{4.80}{120} \times 100 = \$4.00\)
Result: No change.

8. Rice

- 3015: \$1.00

- 3018: \(\frac{1.20}{120} \times 100 = \$1.00\)

Result: No change.

Summary of Goods Priced Lower in Real Terms in
3018

Based on the calculations:

- Smartphone: Real price decreased from \$800 to approximately \$708.33.
- Clothing: Real price decreased from \$50 to approximately \$43.33.

All other goods maintained their real prices, indicating no net change or
price increases in real terms.

Therefore, the goods that are priced lower in real terms in 3018 than in 3015
are:

- Smartphones
- Clothing

Implications of the Findings

The data suggests that technological products like smartphones have become
more affordable in real terms. This is consistent with advances in technology
reducing manufacturing costs and increasing efficiency, leading to lower real
prices despite nominal price increases. Similarly, clothing becoming cheaper
in real terms might reflect improvements in supply chain logistics, increased
competition, or technological innovations in manufacturing.

Conversely, goods like bread, milk, gasoline, and entertainment electronics
(television) have maintained their real prices, indicating stable purchasing



power or cost structures relative to inflation.

Additional Considerations

While the calculations demonstrate clear trends, several factors can
influence these outcomes:

- Quality Improvements: Sometimes, a product's quality improves over time,
which might justify higher nominal prices even if real prices remain
constant.

- Substitution Effects: Consumers may substitute goods based on relative
prices, affecting demand and pricing.

- Inflation Rates: The chosen CPI values significantly impact the
calculations; different indices or basket compositions could alter results.
- Market Dynamics: Global economic conditions, supply chain disruptions, and
technological breakthroughs play roles in price dynamics.

Conclusion

Analyzing the Rohan Market Basket between 3015 and 3018 reveals that only
select goods—namely smartphones and clothing—have experienced a decrease in
real prices, making them more affordable in real terms despite nominal price
increases. This reflects broader technological and economic trends favoring
cost reductions and efficiency improvements.

Understanding these price dynamics helps consumers make informed purchasing
decisions and assists policymakers in assessing inflation's impact on
affordability. Future analyses could incorporate more detailed data,
alternative indices, and qualitative factors to deepen insights into price
trends over time.

In summary:

- Goods priced lower in real terms in 3018 than in 3015:
- Smartphones

- Clothing

- Goods with unchanged real prices:

- Bread, milk, gasoline, television, fresh fruits, rice

By systematically calculating and comparing real prices, we can accurately
identify trends and shifts in consumer markets over extended periods.

Show All Your Work:



1. Data Collection: Nominal prices and CPI values for 3015 and 3018.

2. Calculation of Real Prices: Applying the formula for each good.

3. Comparison: Determining whether real prices increased, decreased, or
remained stable.

4. Conclusion: Summarizing goods with lower real prices in 3018.

This thorough approach ensures transparency and accuracy in economic analysis
and supports informed decision-making.

Frequently Asked Questions

Which goods in Rohan Market Basket experienced a
decrease in real prices from 3015 to 3018,
considering inflation adjustments?

To determine this, we need to compare the nominal prices of each good in 3018
and 3015, adjusted for inflation to reflect real prices. After calculating
the inflation rate between 3015 and 3018, we adjust the 3018 prices
accordingly. Goods whose inflation-adjusted prices in 3018 are lower than
their 3015 prices have experienced a real price decrease. Specifically, by
applying the formula: Real Price in 3018 = Nominal Price in 3018 / (Price
Index in 3018 / Price Index in 3015), we find that [list of goods] have lower
real prices in 3018 than in 3015.

What method should be used to compare the real
prices of goods in 3018 versus 3015 in the Rohan
Market Basket?

The appropriate method is to adjust the nominal prices for inflation using
price indices. This involves calculating the inflation rate between 3015 and
3018, then converting the 3018 prices into real terms by dividing them by the
ratio of the price indices. Comparing these real prices helps identify which
goods are cheaper in real terms in 3018 compared to 3015.

How do inflation rates between 3015 and 3018 affect
the assessment of whether goods are priced lower in
real terms?

Inflation rates determine how much general price levels have increased over
the period. A higher inflation rate means that nominal prices need to be
adjusted more significantly to determine real prices. If, after adjustment,
certain goods have lower real prices in 3018 than in 3015, it indicates a
genuine decrease in their cost to consumers, independent of overall inflation
effects.



Can you explain the significance of 'show all your
work' in analyzing which goods are priced lower in
real terms?

'Show all your work' emphasizes transparency and accuracy in the calculation
process. It requires documenting each step—calculating inflation, adjusting
prices to real terms, and comparing them—to ensure the validity of the
conclusion. This detailed approach helps verify that the identified goods
indeed have lower real prices, accounting for inflation effects.

Why is it important to consider real prices rather
than nominal prices when analyzing changes over time
in the Rohan Market Basket?

Real prices reflect the true purchasing power of money, adjusting for
inflation, and provide a more accurate picture of whether the cost of goods
has actually decreased or increased over time. Relying solely on nominal
prices can be misleading, as they may rise due to inflation even if the
actual value or affordability of goods remains unchanged or decreases.
Therefore, analyzing real prices helps in understanding genuine price
changes.

Additional Resources
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Introduction

In the realm of economic analysis, understanding how prices evolve over
time—particularly in real terms—is essential for grasping the true purchasing
power of consumers and the health of markets. As we project into the
futuristic year of 3018, examining the changes in the prices of goods over a
three-year span from 3015 to 3018 provides crucial insights into
technological progress, inflation or deflation trends, and shifts in consumer
preferences.

This article offers an in-depth exploration of which goods in the Rohan
Market Basket are priced lower in real terms in 3018 than they were in 3015.
By "real terms," we mean prices adjusted for inflation or deflation,
reflecting the true value of money and the actual purchasing power. Our
analysis involves detailed calculations, assumptions, and contextual
explanations to elucidate the underlying economic phenomena.



Understanding the Concept: Real Terms and Market Basket
Before delving into the specifics, it’s vital to clarify key concepts:

- Market Basket: A fixed set of goods and services used to measure changes in
overall price levels over time. In our case, the Rohan Market Basket includes
a selection of essential and discretionary goods typical to the economy of
3015 and 3018.

- Real Terms vs. Nominal Terms: Nominal prices are the actual prices paid at
a given time, unadjusted for inflation. Real prices are nominal prices
adjusted by a price index (such as the Consumer Price Index, CPI) to reflect
purchasing power.

- Price Index: A relative measure of the average prices of a basket of goods

and services over time. For our analysis, we'll assume a specific inflation
rate or CPI changes between 3015 and 3018.

Data and Assumptions

To perform our analysis, we rely on the following hypothetical data for the
Rohan Market Basket:

| Good | Price in 3015 (Nominal) | Price in 3018 (Nominal) | Quantity in
Basket |

| Food (per kg) | 100 credits | 110 credits | 50 kg |

| Clothing (per item) | 200 credits | 180 credits | 20 items |

| Electronics (per unit) | 1000 credits | 950 credits | 10 units |

| Transportation fare (per trip) | 50 credits | 55 credits | 100 trips |
| Healthcare services | 500 credits | 510 credits | 30 services |

Assumption 1: The overall inflation rate for the economy between 3015 and
3018 is estimated at 10%.

Assumption 2: The CPI in 3015 is set at 100 (base year).

Assumption 3: The CPI in 3018 can be calculated based on the price changes of
the basket.

Calculating the Price Index for 3018
The CPI in 3018 is derived as follows:

\ [
\text{CPI} {3018} = \frac{\text{Cost of Market Basket in 3018 at 3015



prices}}{\text{Cost of Market Basket in 3015}} \times 100
\1

Step 1: Calculate the cost of the basket in 3015 prices (base year):

\ [

\text{Cost} {3015} = (100 \times 50) + (200 \times 20) + (1000 \times 10) +
(50 \times 100) + (500 \times 30)

\1]

\ [
= 5000 + 4000 + 10000 + 5000 + 15000 = 34,000 \text{ credits}

\1]

Step 2: Calculate the cost of the basket in 3018 prices, using 3015 prices:

\ [
\text{Cost in 3018 at 3015 prices} = (100 \times 50) +
(1000 \times 10) + (50 \times 100) + (500 \times 30) =
\1

(200 \times 20) +
34,000 \text{ credits}

Step 3: Calculate the actual cost of the basket in 3018:

\ [

\text{Cost} {3018} = (110 \times 50) + (180 \times 20) + (950 \times 10) +
(55 \times 100) + (510 \times 30)

\1

\ [
= 5500 + 3600 + 9500 + 5500 + 15300 = 39,400 \text{ credits}

\1]
Step 4: Compute the CPI for 3018:

\ [
\text{CPI} {3018} = \frac{39,400}{34,000} \times 100 \approx 116.18

\1]

Interpretation: The overall price level increased by approximately 16.18%
from 3015 to 3018.

Adjusting Nominal Prices to Real Terms

To determine which goods are priced lower in real terms in 3018 than in 3015,
we need to adjust the 3018 prices using the CPI:

\ [
\text{Real Price} {3018} = \frac{\text{Nominal
Price} {3018}}{\text{CPI} {3018}} \times 100



\]

Similarly, the 3015 prices are considered nominal, as the CPI is 100.

Calculations for Each Good
1. Food

- 3015 Price: 100 credits
- 3018 Nominal Price: 110 credits

Real Price in 3018:

\ [

\frac{110}{116.18} \times 100 \approx 94.76 \text{ credits}
\1]

Comparison:

- 3015 real price: 100 credits
- 3018 real price: ~94.76 credits

Result: Food is priced lower in real terms in 3018 than in 3015.

2. Clothing

- 3015 Price: 200 credits
- 3018 Nominal Price: 180 credits

Real Price in 3018:

\ [

\frac{180}{116.18} \times 100 \approx 154.96 \text{ credits}
\1

Comparison:

- 3015 real price: 200 credits
- 3018 real price: ~154.96 credits

Result: Clothing is priced lower in real terms in 3018 than in 3015.

3. Electronics

- 3015 Price: 1000 credits



- 3018 Nominal Price: 950 credits

Real Price in 3018:

\ [

\frac{950}{116.18} \times 100 \approx 818.46 \text{ credits}
\1]

Comparison:

- 3015 real price: 1000 credits
- 3018 real price: ~818.46 credits

Result: Electronics are priced lower in real terms in 3018.

4. Transportation Fare

- 3015 Price: 50 credits
- 3018 Nominal Price: 55 credits

Real Price in 3018:

\ [

\frac{55}{116.18} \times 100 \approx 47.36 \text{ credits}
\1

Comparison:

- 3015 real price: 50 credits
- 3018 real price: ~47.36 credits

Result: Transportation fares are lower in real terms.

5. Healthcare Services

- 3015 Price: 500 credits
- 3018 Nominal Price: 510 credits

Real Price in 3018:

\ [

\frac{510}{116.18} \times 100 \approx 439.33 \text{ credits}
\1

Comparison:

- 3015 real price: 500 credits



- 3018 real price: ~439.33 credits

Result: Healthcare services are priced lower in real terms.

Summary of Goods Priced Lower in Real Terms

| Good | 3015 Price | 3018 Nominal Price | 3018 Real Price | Change in Real
Price | Conclusion |

Food | 100 credits | 110 credits | ~94.76 credits | Lower | Yes |
Clothing | 200 credits | 180 credits | ~154.96 credits| Lower | Yes |
Electronics | 1000 credits | 950 credits | ~818.46 credits| Lower | Yes |

|
|
|
|
| Healthcare Services | 500 credits | 510 credits | ~439.33 credits| Lower |
Y

Transportation | 50 credits | 55 credits | ~47.36 credits | Lower | Yes |
es |

All five goods in the Rohan Market Basket are priced lower in real terms in
3018 than in 3015.

Interpretation and Implications

This comprehensive analysis reveals a significant trend: despite nominal
prices increasing for most goods, their real prices—adjusted for
inflation—have actually decreased. This suggests technological advancements,
increased productivity, or competitive
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