




HW#4  From Problem and Applications of Mankiw book, Chapter 4 The Market Forces of Supply and Demand



#1 Answer only part (b) and (e).  Follow the instruction of the question and, in addition,  and  describe the market 
mechanism that causes the change in the market equilibrium.
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when a strike by Steelworkers raises steel prices C the cost of production

increases ) ,
the supply will decrease (shift to the left )

.

At the old equilibrium point ( Q1 , Pi ) , QD = Qs . So
,
when the supply decrease

from s , to Sz ,
the Qs ( Qb means that the price of minivans will increase to

P2 until Qp = Qs (point Ez ) new equilibrium .

The Adjustment process from Ey to Ez

At Ei , QD > QS (Excess demand ) so ,
the price will increase to P2 ,

and the

quantity to Q2 ,
the point Ez is the new equilibrium point .
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If a stock market crash lower people 's wealth , the demand of the minivans

will decrease due to people will decrease their willingness to spend money .

So , the demand curve will Shift to the left from pg to Dz.

The Adjustment process from El to C- 2

At Ei
,
QD s Qs Cftcess Supply ) , so the quantity of minivans will keep lowering

from Q1 to Q2 , so the price of minivans have to decrease to reduce Qs .

At the new equilibrium point ( C-21 , 1012 , P2 )
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The supply curve is the extreme case where its vertical supply in the

graph number ② , this has the vertical graph because the seat in the stadium

has limited at 8,000 seats

8$ and 81000 seats at point E in graph number ③
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i. The new equilibrium price will be $12 and 8,000 Seats at Ei in the graph .


