
Read the following article: http://www.cbc.ca/money/story/2007/05/17/inflation-april.html
Historical Graph of CPI in Canada
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Predicting Prices using the CPI

Below is a graph of the CPI in Canada from 1987 to 2007.  The solid line represents the line of best fit.
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1. Describe the trend over time.  Are time and the CPI index correlated?

2. The price of a pair of jeans in 2002 was $64.99.  Based on the CPI, estimate what the same pair of jeans would cost in 2007?
3. Calculate the percent increase in the CPI between 1987 and 2007.
5.  If a bus pass cost $39.99 in 1987, how much would it cost in 2007?

6.   If the index in 1993 is 82 and the index in 2005 is 105, how much have prices rose between 1993 and 2005?

7. The price of a bus pass in 1993 was $54.99. Based on the CPI, estimate what the bus pass would cost in 2005?
8. If an Mp3 player costs $129.99 in January 2007, according to the CPI, what would the same Mp3 player have cost in 1997? (If Mp3 players had existed back then!)

The New Housing Price Index

Below is a graph and the data for the New Housing Price Index for Canada from January 1996 to January 2007.
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	Year 
	Index

	 1996
	98

	1997
	98.1

	1998
	102.4

	1999
	104.8

	2000
	108.2

	2001
	113.5

	2002
	117.6

	2003
	125.3

	2004
	133.9

	2005
	142.4

	2006
	148.3

	2007
	153.5


1. Find the mean of each variable and plot the point 
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on the graph.

2. Draw a line of best fit on the graph above.  Remember that the line must pass through the mean point 
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3. Choose two points on the line of best fit and use them to determine the rate of change of the New Housing Price Index.

4. How does the annual rate of change in the New Housing Price Index compare to the annual rate of change for the CPI?

5. If I bought my house in 2004 for $140 000, based on the New Housing Price index, what would this house sell for if I sold it three years later in 2007?

6. If I bought my house in 1996 for $125 500, based on the New Housing Price Index,   what would this house sell for if I sold it in 2003?   In 2007?

7. If a house costs $250 000 in 2007, based on the New Housing Price Index, what would this house have sold for in 2000?

How Much Can You Expect to Pay

Below is the average New House Price for various cities in Canada.

	Standard Two Storey

	Market
	Q1 2007 Average

	Halifax
	200,000

	Charlottetown
	175,000

	Moncton
	132,000

	Fredericton
	187,000

	Saint John
	210,400

	St. John's
	200,000

	Atlantic
	176,750

	Montreal
	338,857

	Ottawa
	294,667

	Toronto
	489,889

	Winnipeg
	220,714

	Regina
	159,500

	Saskatoon
	257,500

	Calgary
	411,456

	Edmonton
	384,750

	Vancouver
	837,500

	Victoria
	418,000

	National
	378,148


1. The New Housing Price Index in 2007 is 153.5.  Use the rate of change from BLM 2.6.4 to predict what the New Housing Price Index will be in;

a. 5 years 


b. 10 years

2. Using the values calculated in question 1, calculate each percent increase from 2007;

a. 5 years

b. 10 years

3. From the list above, choose a city where you can see yourself living in 5 or 10 years.  Use the average price for your city in 2007 and the information from questions 2 and 3 to calculate what you can expect to pay for a new house in;

a. 5years 

b. 10 years

4. How much will you need to save if you are going to make a 10% down payment?

a. In 5 years

b. In 10 years

Note: Average house prices are based on an average of all sub-markets examined in the area, except for the smaller markets of Charlottetown, Moncton, Fredericton, Saint John and Victoria.
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