10/22/2021

Sign up www.moblab.com or download the app

o Signupasa
student using your
NTU student Email

7 Student Sign Up

Liaen ccmpis st s moee: sept s careet egh
[y T ———

Controls on Prices s

‘SenaovUneraity Eml

Price Ceilings and Floors JR—

P — 2 nurfr3fx3 | © ®

| Enter a Class Code

o allow
i st

FA ©2018 MobLab § ©2018 MobLab

Enter the Activity

Welcome back!

2= Active Sessions ¢

Active Sessions

Controls on Prices

[]  Principles of Microec

Market Forces
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Groups of 5 sellers and 5 buyers.
Trade to maximize your profits!

Orange producer, Hungry consumer,
selling oranges buying oranges
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Game Instructions

Market Forces
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Submit an ASK using the slider, or Sell at
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Highest Bid
SELLER Order Book >
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" SubmitaBID using the slider, or Buy at
Lowest Ask

BUYER Order Book >

BIDS ASKS
»
0.23 0.90

103
Buy at Lowest Ask
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" Buyer’s Profit = Value - Purchase Price
BUYER Order Book >
&
Earnings. 150 o
‘075 _
12 024 3 048
BIDS ASKS
034
‘0.23 0.90
° 1.03
0 Buy at Lowest Ask
iﬁi ©2018 MobLab




10/22/2021

Bids are offers to buy, Asks are offers to sell

Past sales / purchases
for entire market
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When does a transaction occur?

* Someone uses | =i Sell at Highest Bid

» ABuyer places a igher than the lowest

outstanding Ask (Purchase Price at Lowest Ask)

» ASeller places an ywer than the highest

outstanding Bid (Sale Price at Highest Bid)
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What happens when a transaction occurs?

e Buyers

— The value for the next orange is lower than the
previous orange

* Sellers

— The cost to supply the next orange is greater
than the previous orange
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As a seller, what is your profit if someone
accepts your ask of $1.24?

o0s (1] = =

BIDS ASKS
[ cntmton |
Sale Price — Cost = - = 50.59
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As a buyer, what is your profit if you
“Buy at Lowest Ask”?

(=5 =2 o3 o

BIDS ASKS
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Value — Purchase Price = - = $0.51
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What will Price and Quantity be?

Let’s find out:

* You've been told to maximize your own profits.

* The Law of Supply and Demand predicts your group’s
behavior.

* Will the prediction be accurate?
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What was the Equilibrium Price and
Quantity of your market?

Supply/Demand Chart
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Game Time! —

Price

Market Forces

$0.00 .
0 2 4 6 8§ 10 12 14

Units

Equilibrium P: $1.12 Equilibrium Q: 13
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Price Floor of $0.50 Game Time!

Market Forces
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What was the Equilibrium Price and
Quantity of your market?

$3.00

8 5150 Price Floor of 1.00

$0.75 —\—\_\_‘_\;*—1

Equilibrium P: $0.65 Equilibrium Q: 6

Gi—=supply  =Domane  dPrice Floor (5050
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Game Time!

Market Forces

MobLab

Controls on Prices
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EVERYOAY MOREY  PRICE GOUGING
Price Gouging Is Already an Issue in Florida As Hurricane Irma Draws
Near
R ©2018 MobLab
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What was the Equilibrium Price and

Quantity of your market?
$3.001

T

Sogoi—— i

Equilibrium P: $1.00 Equilibrium Q: 3

Supply d—Domang  —Prico Floor (5100
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FWhat will happen to Price and Quantity?

Let’s find out:

» Suppose that due to a hurricane the government
institutes a price ceiling of $0.50 on food such as
oranges to combat price-gouging.
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Game Time!

Controls on Prices
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What was the Equilibrium Price and
Quantity of your market?
$3.00

ty 9¢
S1.50
$0.75 _‘_‘—‘_‘

$0.00 —————

Equilibrium P: S0.50 Equilibrium Q: 5

g"n Supply \"-—-:--n--t': \"----—H'!‘,-'l g (3050
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Price

il
Results Discussion

Controls on Prices
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What was the Equilibrium Price and
Quantity for a Price Floor of $0.50?

$3.00

w

nN
i

Price
W

Equilibrium P: S0.65 Equilibrium Q: 6

Gi=supply G=Domand  @=Prics Floor (§0.50
iﬁ@ZOiB MobLab

= What happened to Price and Quantity?

€n7e e

$0.00+

Equilibrium P: $0.65 Equilibrium Q: 6

# o018 Transaclions {$0.65) MobLab So&e

= What happened to Price and Quantity?

$2251

Equilibrium P: S0.65 Equilibrium Q: 6

;{' . .@, e Equilibriun ‘!’
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= What was the Equilibrium Price and
Quantity for a Price Floor of $1.00?
$3.00
S2.251
C 150
a —_
$0.75 ey
: T —
$0.00+
Equilibrium P: $1.00 Equilibrium Q: 3
& —suoply  dg—Doma p—rico Floor (5101
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What happened to Price and Quantity?

$3.00
$2.25
’E‘ $1.50
a
S0.75
>0.00
Equilibrium P: $1.00 Equilibrium Q: 3
\” = Transactions \"---»-3.‘..‘:!..”' $1.00
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= What happened to Price and Quantity?

$3.0¢
$2.25
2 515
a
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$0.75
$0.00 T
Equilibrium P: $1.00 Equilibrium Q: 3
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What was the Equilibrium Price and
Quantity for a Price Ceiling of $0.50?
$3.00
S1.50
$0.75 _‘_‘—‘—'

$0.00 —————

Equilibrium P: S0.50 Equilibrium Q: 5

g"l Supply \"-—- Jemand \'I---wwr Ceiling (5050
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What was the Equilibrium Price and
Quantity for a Price Ceiling of $0.50?

$3.00
$2.25

$1.50

Price

$0.75
W =

$0.00

Equilibrium P: $0.50 Equilibrium Q: 5
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What was the Equilibrium Price and
Quantity for a Price Ceiling of $0.50?

$3.00
$2.25
8
2 s1.50
&
$0.75
L LR LN 2 -
$0.00
Equilibrium P: S0.50 Equilibrium Q: 5
= Transactions \" ----- Equilibrium ($0.5¢
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Concept Review

Controls on Prices
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¥ Not Binding!
P
\ /
Price Ceiling
Price Ceiling
Shortage
D
Qs Qr; Q

Quantity Supplied is less than Quantity Demanded
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Price Ceilings

* |f the ceiling is above
equilibrium, it is not

Price Floors

e Iftheflooris below
equilibrium, it is not

binding. ¥
. Surflus (]

« If the floor is above Price
equilibrium, Quantity Floor
Demanded is less than
Quantity Supplied. price

e This creates a surplus. A N, Floor

\ b
Qp . Qs
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binding. 2
* |If the ceiling is below \ p Price
equilibrium, Quantity Ceiling
Suppliedislessthan ...
Quantity Demanded. brice
» Thiscreates a - Ceiling
shortage. shortage D
Q QL‘
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A playground for decisions
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