




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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# n b a strike by steelworkers raises steel prices .

D supply is affected

4 supply decreases

"
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e) market mechanism

A strike by steelworkers raises steel price , resulting in
lower supply . Before this incident

,
the equilibrium

is at point E where QD= Qs . This strike lowers the

supply from S to S
'
. Then at original equilibrium

price Po
, Quantity demand is Qo ,

and Quantity

supply is 9 , .
This contributes to excess demand

,

leading to higher price by assumtioh # 5 . The price

will keep increasing until point p
'
,
where

excess demand is o ,
due to equilibrium



condition Q D= Qs . The new equilibrium
point is at E

'

( Q2 , PD .
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# t e A stock market crash lowers people 's wealth
D demand is affected
2) demand decreases

''
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4) market mechanism

A stock market crash lowers people's wealth ,
causing lower demand .

Prior to this situation
,

the equilibrium is at point E , where areas . This

crash lowers the demand from D lo D'
.
Then at

original equilibrium price Po
, quantity demanded

is A , , and Quantity supply is Ceo .
This results in



excess supply , advancing to lower price by assumption
¥5 .

The price will keep slumping until point p , ,

where excess supply is o , thanks to equilibrium

condition Ap - Ces . The new equilibrium point is at

E
'
( Q2 , Pl ) .
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② what is unusual about this supply curve?

ans : Quantity supply of these football tickets is
stable at 8

,
ooo tickets .



Why might this be true
ans : Because it is possible that the quantity of

ticket is fixed at maximum r
,
ooo . And price is

flexible at any quantity .

④ what are the equilibrium price and quantity
of price ? ans : 8

,
ooo

② add new demand . What is new equilibrium
price and quantity ?
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ans : no new equilibrium point because

there is no point when the Cep = as .


