CHAPTER 2:  DEMAND AND SUPPLY
Checklist

Can you do the following regarding demand?
· Explain the demand curve
· Draw the demand curve from info provided in a table
· Define the law of demand
· Derive the demand curve from individual demand curves
· Shift the demand curve to left or right and explain the shift.
· Explain a movement along the demand curve
· Difference between a shift and a movement along the demand curve
· Define price elasticity of demand
· Calculate price elasticity for small and large percentage changes
· Distinguish between elastic and inelastic demand
· Define income elasticity of demand
· Define substitute products
· Define complement products
· 
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The demand curve
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CHAPTER 2:  DEMAND AND SUPPLY
Individual demands and the demand curve
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CHAPTER 2:  DEMAND AND SUPPLY
The increase/decrease in demand
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CHAPTER 2:  DEMAND AND SUPPLY
Checklist

Can you do the following regarding supply, equilibrium price and government intervention?
· Explain the supply curve
· Draw the supply curve from info provided in a table
· Shift the supply curve to left or right and explain the shift.
· Explain a movement along the supply curve
· Difference between a shift and a movement along the supply curve
· Define price elasticity of supply
· Calculate price elasticity for percentage changes
· Define equilibrium price
· Draw a graph from info in a table, illustrating equilibrium price
· Illustrate and explain the effect on equilibrium price if demand changes
· Illustrate and explain the effect on equilibrium price if supply changes
· Explain the effect of a simultaneous change in demand and supply
· Define government intervention
· Define ceiling price
· Define excess demand
· Define rationing out



CHAPTER 2:  DEMAND AND SUPPLY
The supply curve
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CHAPTER 2:  DEMAND AND SUPPLY
An increase or decrease in the market supply curve
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Equilibrium price
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CHAPTER 2:  DEMAND AND SUPPLY
Change in demand and equilibrium price
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CHAPTER 2:  DEMAND AND SUPPLY
Change in supply  and equilibrium price
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CHAPTER 2:  DEMAND AND SUPPLY
Simultaneous changes in demand and supply on equilibrium price
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Perfectly inelastic demand
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Perfectly elastic demand
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The marke? supply corve

It is obtained by horizontally adding all the supply curves of the producers in the market
together.
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An inecrease in marke? supply
If the supply of a product increases, the market supply curve shifis to the right.
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A decrease in marke? supply
If the supply of a good decreases, the market supply curve shifts fo the left.
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Equilibrivm price
Itis the price at which the quantity demanded is equal to the quantity supplied.
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& change in demand and the equilibrium prise

If all other things remain constant, a shift of the demand curve to the right results in o price
increase; a shift fo the left (Do) results in a price decrease.
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o = ey R TRE equitinrivm price
A shift of the supply curve fo the right (other things remaining the same) leads to o price
decrease; a shift fo the left (S2} leads to a price increase.
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