
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 by steelworkers will affect supply .
The reason is because when Steelworkers strikes

they will ask for a higher wage , whioh willmake
thecost

ofprodvctionofsteelincrease.Thereforeithepriceotsteelalsobeincreasel.SI
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At first theeqvilibrivm is at Ewherepriceispo & qvantitg

Svpply isat Qo .
After there is ะ strikefrom steelworker

dueto thecostofproduction 9 producers gainkssprofit .

Therefore
,
the price increases & svpplyis lower trom Stos '

,

qvantityfromQ.to 0แ andpriaincreasetromp.to p า



A stock morhet crash willoffeotdemand .

The reason is becrvse its lower peoplย่ wedthgwhieh
lower thcir ability to spend
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However after themarket crvshed
, peoplehes

less demand so D shifted to D
"
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a. the svpply is inekstic to priceiwhioh merhswhenprice
,
whichmeahs whenpria ohange

qvantity supplywill notchange

b. eqvlibrivm price is 8 & equilibrium qvantity is เอออ .
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