
Finance 30210 
Quiz #3 

 
 

Name__________________________    Section_________ 
 
 
1) Suppose that you estimated the following demand curve (standard errors are in parentheses):  
 

ε+−= PQd 5400  
         (8.5)  (.15)   (16.5) 

 
 

a) Assuming that the sample average for price is equal to $40, calculate a forecast for 
demand at a price of $10.  

 
( ) 3500105400 =+−=dQ  

 
b) Calculate the forecast error from part (a).   
 

( ) ( )( )( )( ) ( ) 13.185.1615.40102105.8 2222 =+−+=error  
 

c) Calculate your forecast for price elasticity at a price of $10.  
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2) Now, suppose that you estimated the following demand curve:  
 
 

( ) ( )PLNQLN d 4.15.8 −=  
 

a) Calculate a forecast for demand at a price of $10.  
 

( ) ( ) 19628.5104.15.8 28.5 =⇒=−= eLNQLN d  
 

b) Calculate a forecast for price elasticity. 
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