
HW#6 Due Feb 10, 2022

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 strike from by steelworks affects supplies of From this situation
,
when the stock market crashes

,

minivans to decrease because when steel workers it makes wealth of people to decrease which means

want more wages to continue working , cost production that when people's wealth is lower , they tend to

of minivan also increase purchases less . This will affects demand to be lower
.

At point Eo , this is equilibrium of normal situation
.

At point Eo
,
Normal situation of minivans market .

When a strike happens , the supplies of minivans decrease When the stock market crashes
, people's wealth decrease

and shift left from Qo to Qi and also the price that makes demands to buy minivans to decrease and

increase from Po to Pi
.

shift left . The company has to decrease their price

from Po to Pi and reduce production from Qo to Qi
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a) Supply curve of this market is inelastic to price no matter 1 I 1 I i ? I 1 1 i

2k 4k 6K 8K 10K 12k 14k 16k 18K 20kwhat price will be
,
the quantity supplied will still the same .

The new equilibrium of quantity demand is

b) Equilibrium of this market is at point E which equilibrium demand sooo tickets at price 12$

is 8000 tickets at equilibrium price 8$
.


