ECO 1140
Supply and Demand
Market: a group of buyers and sellers of a particular good or service
Competitive Market: there are so many buyers and sellers that each has a negligible impact on the market price
Perfectly competitive market: 
· All goods are exactly the same
· Buyers & sellers so numerous that no one can affect  the market price ---each is a “price taker”
· Assume markets are perfectly competitive in this chapter/ does not exist
Demand: comes from the behaviour of buyers
Quantity demanded: the amount of the good that buyers are willing and able to purchase 
Law of Demand: quantity demanded of a good falls when the price of the good rises. 
Market Demand: the quantity demanded is the sum of all the quantities demanded by all buyers at each price. *EXAM
Demand Curve Shifters
Demand curve shows how price affects quantity demanded, other thing being equal
Price doesn’t shift. Instead move along the curve. Only non shifter 
Shifters:  Changes in...
· # of buyers 
· Income
· Prices of related goods
· Tastes or preference
· Expectations 
Demand for a normal good is positively related to income 
· An increase in income causes an increase in quantity demanded at each price, shifter the D curve to the right.
· Inversely the demand for an inferior good is negatively related to income. Increase in $ shifts the D curve the left.

Substitutes: if an increase in the price of one good increase it causes the other good to see a rise in demand.
· Examples: Coke/Pepsi, Pizza/Hamburgers, Music Downloads/Record Sales
Complements: an increase in the price of one leads to a fall in demand for the other. A good or service that is used in conjunction with another
· Example: computer $ rises, people buy fewer computers and therefore less software.
· Eggs/bacon, bagels/cream cheese, tuition/textbooks
Tastes: a shift in taste toward a good will increase demand (Shift Right) inversely if tastes go the other way.
Expectations: affect consumers’ buying decisions 
· Expect income to rise, their demand or high end meals increase. Economy turns to shit, demand for new cars decrease
Supply Curve = Cost Curve
Quantity supplied: the amount that sellers are willing to sell at a given price
Law of Supply: Cost Curve, all the combinations
Supply Schedule: shows the relationship between the price of a good and the quantity supplied 
Market Supply: is the sum of the quantities supplied by all sellers at each price. 
Influences of Supply
1. Price of Good (non-shifter)
2. Prices of resources needed to produce it
3. Prices of related goods produced
4. Expected future prices
5. # of suppliers 
6. Technology 
Substitutes in production: goods that can be produced using the same resources. 
· Supply curve shifts right if the price of a substitute in production falls. 
Complements in production: goods that must be produced together***check
· Supply curve shifts right if the price of a complement in the production rises

 Equilibrium: P has reached the level where quantity supplied equals quantity demanded 
Surplus: When quantity supplied is greater than quantity demanded
· Sellers try to increase sales but cutting prices
· Price  continues to fall until market reaches equilibrium 
Shortage: When quantity demanded is greater than quantity supplied
· Sellers rise the price, reducing the shortage
· Price continues to rise until market reaches equilibrium 



