




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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a n QuantityDemanded is changed accordingto
the price If P is lowerQpwill higher20 P is higherQ will lower Posit

directionbuttheQsis stillthesame
12 S because thetickets are limitedE
s

4
D

2040 Yodo Gado soto naboo



b Eq Price 8

Eq Quantity 8000

from sooo students

Qs
120k 8000

18k 8000

1 6k 8000

4k 8000

2K 8000

The new equilibrium price is 12

The new equilibrium quantity is sooo



b A strike by Steelworkers raises steel prices
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Initially the Eq is at E Cao Po
when have a strike that makes S decreases to S

at themarketpr e Po with the new lower S
Wehave ExcessD Qo Qi 0

Themarket price increases from Po toP

At PricePi Q increases from Q toOb
Qd decreases from Qa to Q2

There are still an Excess D Q2 Q 0 but lessthan

the one at Po
Thepricekeep increasing until it reaches to P2 where
there is no ExcessD
And E is thenewEq where do Qs or Excess D o

Eq P increasesfrom Po to Pe

EgQ decreasesfrom Qa to Qa
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e A stock market crash lowerspeople'swealth
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Initially the Eq is at E Cao Po
when a stockmarket crash lower people's wealth that makes
Demand decreases from B to D
At the market price Po with the new lowerD
there is Excess S Qo Q 70

then the price decrease from Po to P
At PricePi Qp decrease from Qo to Q3

Qs decrease from Qo to Q2
There is still Excess S Q2 Gz 0

The Price keep decreasing until it reaches R
and E is thenewEq where Q Qs or Excess5 0

i Eq Price decreases from Po to Be
Ey Quantity decreases from Qa to Qa
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