ECO1102 – Macro
Lecture 1 

Demand Curve
· For money, for investment but with same concept
· Relationship between price and quantity at that particular time
· Demand curve is downward sloping
· When price is high, people don’t want to buy as much
· When price is low, people want to buy a lot
· Example  ice cream cone price and demand (fig 4.3, p74)
· If consumer income increases, consumers willing to buy more at any price so increase in demand (right shift of the demand curve)
· Suppose price of frozen yogurt decreases, people will buy less of ice cream at any price so decrease in demand (left shift of the demand curve)

Supply Curve
· Same as demand curve but on the buyers side
· Expresses the relationship between price and quantity supplied

Relationship between Quantity Supplied and Price
· Law of supply : all other things equal, the quantity supplied of a good goes up as the price goes up
· Supply curve is upward sloping

Shifts in the Supply Curve
· Concept same as demand curve but from sellers POV
· If change increases the quantity supplied for every price; increase in supply (curve shifts to the right)
· If change decreases the quantity supplied for every price; decrease in supply (curve shifts to the left)
· Example  Price of Ice Cream Cone vs. Quantity of Ice Cream Cones (fig 4.7, pg 80)
· Suppose new ice cream stand opens, more quantity supplied at all prices so increase in supply (supply shift to the right)
· Suppose price of milk goes up, more expensive to produce ice cream, producers will ask for a higher price for any quant produced (supply shift to the left)

Equilibrium of Supply and Demand
· Where supply and demand meet (POI)

Three Steps in Analyzing Changes in Equilibrium
1. Decide whether the event shifts the supply or demand curve (or both).
2. Decide whether the curve(s) shift(s) to the left or to the right
3. Use the supply-and-demand diagram to see how the shift affects equilibrium price and quantity


