




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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( b) a strike by steelworkers raises steel prices

p s
'

• price of steel increases

S - company needs to pay more for vans

P,
. the number of product that can be produced decreases

Po •
. G b s→ s

'

.

at Po : Go- Q, Cb)

D to increases supply : company need to pay more to produce vans

: P needs to increase

a
, Qiao Q Po - P, Q

,
- Qi

(e) A stock market crash lower people 's wealth

g
• people have less money

to spend→ less demand for minivans

Po • Eo • at the same price c Poi

P, • E
,

Demand decreases CDs D 's

D • Go → Q,

p
' so to increase demand of vans

P needs to be increased
Q
, Qi Go

. Po → P
, Q

,
- Qi
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It can Draw the demand and supply curve

P The unusual of supply curve is it is extreme case : vertical supply20
(G ) which might be true because the seller is willing to sell at least

16 •

at the price of 4 dollars and the tickets are limited at sooo seats

"
" µ: do ,

• E'""brim Price : ' """

8 • E , • Equilibrium quantity : sooo tickets

D

4 • New Equilibrium price : 12 dollars

1) (Cl

Q . New Equilibrium quantity : remains the same
2000 6000 70,000 74,000 78,000

Sitth. kengsakul
6304641456


