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» How much more gasoline would people buy
if its price were lower?
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» Why do organic eggs cost more?

nm
Y
;
tk]E
Ltll
=

» B

» SITEEEHE
» [EH#ES?

IUI'.I

Supply & Demand & #8FEK



» A market is a group of economic agents
who are trading a good or service, and

» the rules and arrangements for trading.
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» The market price is the price at which
buyers and sellers conduct transactions
» HIZERMEEEEHEHN(ER)ZHER
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» A market is competitive if buyers and
sellers have little effect on market price

» (Since there are substitutes on both sides!)

MEBXEmERnFmiz NEFIBAEZEER
» In a perfectly competitive market, perfect

substitutes exists so one can always switch

TEmFNm NEEEREBTE NS oo LIRER 3

» All are price takers since others can switch
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» Sellers all sell identical products to buyers
» Traders pays/charge same market price
» No buyer/seller big enough to affect price
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» How much would you be willing to pay for
an "A+" in this course? |
» ARG, MEENESY)

RE(EEEE)REAL+? =
» HEIREE(SHZE)ZESA++
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» Quantity Demanded (FREE)
» The amount of a good that buyers are willing to

purchase at a given price.
DEREERT, ENEEBENHE,

» Demand Schedule (7K€)

» A table that reports the quantity demanded at
different prices, holding all else equal.

» Demand Curve (F= K Hh#R)

» Plots the quantity demanded at different prices
O EBRHFE KAENNHEERIEE
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» Quantity Demanded (FEKEE): QP
» The amount of a good that buyers are willing to

purchase at a given price.
DEREERT, ENEEBENHE,

» Law of Demand (7 3K%E!)
» The claim that:

» Quantity demanded of a good falls when the
price of the good rises, other things equal
D EMIR R EE, BREAEESREE TR,
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» Demand Schedule (&% %)

A table that shows the
relationship between the price
of a good & quantlty demanded

» Example: (EE—HIEHETEXK)
Joseph's demand for cabbage

» Notice that his preferences
obey the law of demand.

TE—HRITEHKEE
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Price of Quantity
of cabbage
cabbage
o E demanded
- FREE
$0 16
10 14
20 12
30 10
40 8
50 0
60 4




$60
$50
$40
$30
$20
$10

$0

Price of Cabbage Price. | Quantity
of of cabbage
cabbage | demanded
= $0 16
= 10 14
- 20 12
- 30 10
—p 40 8
- 50 6
—> 60 4
5 10 15 IQluL’mtit of Cabbage
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Market QP = sum of QP by all buyers at each price.
Let Joseph & John be the only 2 buyers for cabbage.

Price Fi&—'sQP FiEd_“'sQP Market QP

$0 16 + 8 = 24
10 14 a5 I = 21
20 12 I 6 = 18
30 10 + 5 = 15
40 8 + 4 = 12
50 6 + 3 = 9
60 4 + 2 = 6
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» For Cabbage...
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Qd
P (Market)
$0 24
10 21
20 18
30 15
40 12
50 9
60 6




» The demand curve shows how price affects
quantity demanded, other things being equal.
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TARHEIRERER THMEGAE ) (BERE. S,
EXEIOHmE2ER. BHE), SEFRETXK
"hese "other things" are non-price
eterminants of demand (i.e., things that
etermine buyers' demand for a good, other

t

nan the good’s price).

» Changes in them shift the D curve...
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Variable A change in this variable...

Price ({&1%) ...movement along the D curve

(EF>KEH#R E72ED)
# of buyers (ExX AZ) ...shifts the D curve

Income (UZA) ...shifts the D curve
Price of (1HEAERER) (BEFREFERTZED)
related goods ...shifts the D curve
Tastes (IRESONR) ...shifts the D curve
Expectations (FEEAINIE) .. .shifts the D curve
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» Increase in # of buyers
Increases quantity demanded at each price,
shifts D curve to the right.
» IBNERWAHSEINSEBR THREREE,
B SRR RMRER
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Suppose the number of
buyers increases.

Then, at each P,

Q¢ will increase

(by 5 in this example).
(Z T EX X E=HRY5E,
FT B ER TQIERIEIN5)
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» Demand for a normal good is positively
related to income.

» Increase in income causes increase in QP at each
price, shifts D curve to the right.

» TR LAFERSIBINERAIEFE I (vs. $55H)

(Demand for an inferior good is negatively
related to income. An increase in income
shifts D curves for inferior goods to the left.)
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» Two goods are substitutes (B{Xm. X&) if an
increase in the price of one causes an increase in
demand for the other.

» Example: Apple's iPad Pro vs. M$ Surface Pro 4
»iPad ProfBt& EFAKF, FTRKEE MF; Surface Pro 4BV
KIZnn

» Other examples: laptops and desktop computers,
CDs and music downloads, fresh and frozen
vegetables after a typhoon
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» Two goods are complements (E#fiGa. EEIECH)
if an increase in the price of one causes a fall in
demand for the other.

» Example: Apple Pencil vs. iPad Pro
» Apple Pencilf&1& L85, FXKE(E FM&E; iPad Prold&
K 1358 )

» Other examples: college tuition and textbooks,
computers and software, gasoline and cars
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» Draw a demand curve for iPad Pro to analyze
what happens to it in the following scenarios?

» Price of Apple Pencil falls
» Price of iPad Pro falls
» Price of Surface Pro 4 falls g

» DT NI HEFE KT E: \ |

» ERABMIER TR e
» HED RNV ER TR
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Price of iPad Pro > iPad _Pro and Apple
Pencil are complements.

» EBERINBERESHEEH

» A fall in price of Apple
Pencil shifts the iPad
Pro demand curve to
the right.
» SERIAERIEIE N EKE
RECZEFRKHRGR

Quantity of iPad Pro
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Price of iPad Pro » The D curve
does not shift.

> FEOK AR A ED
» Move down along

curve to a point with
lower P, higher Q.

y SREE SRR E) |
KB, ReHE=

Quantity of iPad Pro
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» Surface Pro 4 and iPad
Pro are substitutes

» RESHEMA=REZE S

» A fall in price of Surface
Pro 4 shifts demand for
IPad Pro to the left.

» REHEIER P IXE
R ZEFRKHIRATR

Price of iPad Pro

—

—

Quantity of iPad Pro
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» Anything that causes a shift in tastes toward a
good will increase demand for that good
and shift its D curve to the right.

» Example:
Fresh milk became popular recently after powder
was hit by the Melamine (=B &%) incident,
caused an increase in demand for fresh milk,
shifted the fresh milk demand curve to the right.

» —REESHF2E, o EBRREEFIDAIF KB
» BIEEHE, ERRIAMEBZEFIHIVF KD
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» Expectations affect consumers’ buying
decisions. THEAINEEZEHERBERERR

» Examples:

» |If people expect their incomes to rise,
their demand for meals at expensive
restaurants may increase now. (GfEEAE I0%r...)

» If the typhoons is coming and people worry
about a vegetable price surge, demand for
vegetables may rise now. (BEE R ZBIFERL...)
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Taipei 15t Wholesale Fruit & Vegetable Market (8t —RE#EEHIZ)

What happened on 2009.8.7-8.87 Typhoon Morakot!
$ kg

7.8 7.11 7.15 7.18 7.22 7.25 7.29 8.1 8.5 8.8 8.12 8.15
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Variable A change in this variable...

Price ({&1%) ...movement along the D curve

(EF>KEH#R E72ED)
# of buyers (ExX AZ) ...shifts the D curve

Income (UZA) ...shifts the D curve
Price of (1HEAERER) (BEFREFERTZED)
related goods ...shifts the D curve
Tastes (IRESONR) ...shifts the D curve
Expectations (FEEAINIE) .. .shifts the D curve
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» How much more gasoline would people buy

if its price were lower?

== S AR
» BEERES

» BIFHER FEX
b 1’]‘A§5I‘%§§{J)

» BNGRBS REK

» Depends on the Demand Curve!
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Price $6 -

including taxes @ Brazil
and subsidies 5L
($/gallon)
4 -
@ Mexico

31
2+
1 L

Venezuela

| I 1 I L
20 40 60 80 100 120 140

Quantity demanded per person
(gallons of gasoline per year)

Exhibit 4.5 The Quantity of Gasoline Demanded (per person) and the
Price of Gasoline in Brazil, Mexico, and Venezuela
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» How much would you have to be paid to
take your clothes off in class?

ZURIN2HE, (MTREEREPRPERELDL?
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» Quantity Supplied ({521 =)
» The amount of a good that sellers are willing to
sell at a given price.
DEREER T, EOBEHENEE,
» Supply Schedule ({H#55%)
» A table that reports the quantity supplied at
different prices, holding all else equal.

» Supply Curve ({H#5H#R)
» Plots the quantity supplied at different prices
O BRHMEGHENNHERITE
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» Quantity Supplied (£#EFKREBE): Q°

» The

amount of a good that sellers are willing to

sell at a given price.
DEEEERT, ELEEEENHEE,

» Law of Supply ({£#5%8)

» The
» Qua

claim that:
ntity supplied of a good rises when the price

of the good rises, other things equal

O ]

SR ARG, BERLEAEREBEHELH,
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» Supply Schedule (1;:%355) Price | Quantity

of of cabbage

A table that shows the cabbage | supplied
relationship between the price ~ 5
of a good & quantity supplied " ;
» Example: (RFRHIBRREIG)——; 5
Marco's supply for cabbage = 5
» Notice that his preferences 40 L2
50 15
obey the law of supply. = -

s=F R EIGRT S HEIGEAR
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Price of Cabbage Price. | Quantity
of of cabbage
$60 -+ cabbage | supplied
$0 0
$50 -+
10 3
$40 20 5
$30 + 30 9
$20 40 12
$10 L 50 15
60 18
0 &»rr—p
5 10 15 Quantity of Cabbage
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Market Q> = sum of Q> by all sellers at each price.
Let Marco & Michael be the only 2 sellers of cabbage

Price H|EJFDm's Q> EEMBE'sQ  Market Q°
$0 0 + 0 = 0
10 3 + 2 = O
20 6 + 4 = 10
30 9 + 6 = 15
40 2  + 8 = 20
50 15 + 10 = 25
60 18 + 12 = 30
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P » For Cabbage... Qs
560 | i (Market)
$50 F $0 0
$40 10 .
530 | 20 10

30 15
520 - 40 20
$10 F 50 25
$0 S L S SR S 60 30

0 5 10 15 20 25 30 Q
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» The supply curve shows how price affects
quantity supplied, other things being equal.
» TREIREEE THMESARE ) (BERE. 5.
ERmEEMEER. FlE), SLIFTEFK
» These "other things" are non-price
determinants of supply.

» Changes in them shift the S curve...

Supply & Demand & #8FEK



Variable A change in this variable...

Price (fB%%) ...movement along the S curve
(Tf/\%l:l ﬁt%@ )

Input Prices (3 A&%%) ...shifts the S curve

Technology (B3 )  ...shifts the S curve
(?.éh:’{/\%l:l 5@*553 )

# of Sellers (EZX AZ) ...shifts the Scurve
Expectations (FRERIMIE) ...shifts the S curve
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» Which change is driven by exaectatlon of supply
or demand? (L ES N ERKBEFREAINE? )

o Typhoon Morakot! i,
Price (left axis)
50— A S 25000

N T I T Ty I A S T I I I A A I [N I o o Ay I ) B

7.8 7.11 7.15 7.18 7.22 7.25 7.29 8.1 8.5 8.8 8.12 8.15
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» Equilibrium:

560 P has reached
the level where

$50 QS equals QP
$40 > 13180
$30 Z2Q°=QPHIEH
$20
$10 5

0 5 10 15 20 25 30 35
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» The price that equates Q> with QP
ZQ>=QPHIEH

$60
$50
$40

i D

$30

$20
$10
$0

S

0 5

10 15 20 25 30 35
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Pl Q|
$0 | 24 | O

1|21 |5

2 | 18 | 10
31| 15 | 15
4 | 12 | 20
51 9 |25
6 | 6 |30




» Q> (= QP) at the equilibrium price
» FELEER Q°=QP

$60
$50
$40
$30
$20
$10

$0

i D

15

20 25 30 35

Pl Q|
$0 | 24 | O

1|21 |5

2 | 18 | 10
3 |15 | 15
4 | 12 | 20
51 9 |25
6 | 6 |30
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» When Q5> QP

Example:
$60 - p»  Surplus S If P = $50,
$50 r :[ \: then
: : D —
$40 F Q 9 kg
and
$30 + QS = 25 kg
$20 resulting in a
$10 - surplus of 16 kg

0 5 10 15 20 25 30 35
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» When Q5> QP

$60 p  Surplus S
\

$50
NG

$30
$20 -
$10 -

Facing a surplus,
sellers try to increase
sales by cutting price.

This causes QP to rise
and Q° to fall,

...which reduces the
surplus.

» FHERKFEREREEIEHE

» QPIEMD. Q4
kA A E NN

$0 ""i""’F’i"i""i
0 5

10 15 20 25 30 35
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Prices continue to fall
until market reaches

equilibrium.
» BERRE—E MiEX
» B2 21D E

0 5 10 15 20 25 30 35
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0

5

Example:

D S If P = $10,
then
QP = 21 kg
and
Q> = bkg

resulting in a
shortage of 16 kg

Shortage';i'- EEETRE TR
10 15 20 25 30 35
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Facing a shortage,
560 | D S  sellers raise the price,
$50 causing QP to fall
$40 - and Q- to rise,
g ...which reduces the
30 1 shortage.
520 g A BAEREERE RS ER
L | D3E S {er
$10 » QUIEA, Q1810
Short e
0 MO8 N\ oy, HARBRER

0 5 10 15 20 25 30 3
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Prices continue to rise
until market reaches

equilibrium.
» ERE—EBELFA
» B2 21D E

» 0 5 10 15 20 25 30 35
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» To determine the effects of any event,

1.

2.
3.

Decide whether the event shifts S curve,
D curve, or both.

Decide in which direction curve shifts.

Use supply—demand diagram to see
how the shift changes equilibrium P and Q.

» PR ESHFE D@ EN =T K:

1.
2.
3.

B HEXEHGHIR, FKHIR, BB
& B ERHiRisiEEalis?
SHEFEREREDHERMIEHE UL,
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price of

hybrid cars
> 22255,
HEETE
mizdla:
D,
¢
A
quantity of

Supply & Demand & ER hybrid cars




EVENT TO BE ANALYZED:
Increase in gas price HE Lk

STEP 1:
D curve shifts & K&
STEP 2:
D shifts right &k 5712
STEP 3:

The shift causes an
increase in price and

quantity of hybrid cars. ¢ @
(PDEERMEEID LH)
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Notice:
When P rises,
producers supply a
larger quantity
of hybrids, even th
S curve has not sh

Always be careful to
distinguish b/w a shift in
a curve and a movement

along the curve.

B A {G BRIE A 2,

P
ough
ifted.

B 75 B S A e (7
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» Change in supply: ({45 (Eh#RAY) N E)
» a shift in the S curve (B8  EftH{F{F 1 NE)

» occurs when a non-price determinant of supply
changes (like technology or costs)

\b

» Change in quantity supplied: (#5812 H#)

» a movement along a fixed S curve
» occurs when P changes (Em4A S [E1&] &)
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» Change in demand: (F&XK(
» a shift in the D curve (B T

)0 2)

L | 28

» occurs when a non-price determinant of demand
changes (like income or # of buyers)

» Change in quantity demanded: (FREBENE)

» a movement along a fixed D curve
» occurs when P changes (Em4A S E1&] &)
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EVENT: New technology reduces cost of producing
hybrid cars. (RiEES 4
STEP 1. ERA)

S curve shifts (#4552 &)

STEP 2:
S shifts right ##55%  p, |-

STEP 3: P, {-------/-

The shift causes price
to fall and quantity to
rise. (3D EERE N,
B1I#EEHE - FH)
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EVENTS: Price of gas rises AND new technology
reduces production costs. ,  (EfE LER+RHIEGED)

STEP 1:
Both curves shift &2 &)

STEP 2: #i4G72 P,—
Both shift to the right.

STEP 3: HENE L7 O EE
Q rises, but effect
on P is ambiguous:

If demand increases more

than supply, P rises.OJ 8 = F Q
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EVENTS: Price of gas rises AND new technology
reduces production costs

STEP 3, cont.

But if supply increases
more than demand,

P falls. th /8 & Pl/
BCRRBMEL TSRS P,
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» Why do the price of roses increase right
before Valentine's Day?

 WIBICESEH

» BT EB AL
WIRTe L EARIE?
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» Change in Demand for Roses
» IS AEL, BURTERIF R (HA#R)CU# |

sssss

S

Immediately
before

Roses at Valentine’s Day

Supply & Demand {&#5FE K



» Why can't you find a Ubike?
r BIEKIBEEH:

» RITEEIRE NERIGIREZEAZEIUbike?

/ 04#75 / Bi€ YouBike® 812 AL &= -

Al 30948 Eﬁsﬁ v BiB307 5 18 B B A IIRIRARME o

There will be an NTE 5 charge for the first 20 minutes in Taipei city
starting April 1, 2015,
For rentals over 30 minutes, charges remain unchanged.
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» In a perfectly competitive market,
» (1) sellers all sell an identical good or service

» (2) any individual buyer/seller isn’t powerful
enough on their own to affect the market price

» EREHREMG: RBSEXREEEER, BEEA
RETUZEER(ASMETBERERER),
» The demand curve plots the relationship
between the market price and the quantity
of a good demanded by buyers.

» FTKHIR: MIHERREDFTREEMEFER
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» The supply curve plots the relationship

between the

market price and the quantity

of a good supplied by sellers.
» HIGHEER: MIBERIRESHEHENRER
» The competitive equilibrium price equates

the quantity

demanded and the quantity

supplied. (24
» When prices

51918 EHS P& B QP=QS)
are not free to fluctuate,

markets fail to equate quantity demanded

and quantity

supplied. (PFEEEMAREQL2QY)
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» Supply, Demand, and Equilibrium
» G+ K=1IE
» Step 1: Identify which curve shifts (both?)

» Step 2: ldentify what direction did it shift

» Step 3: Use the S/D graph to find how
equilibrium price and quantity change

1. BMEHFERE), BEEEHT?
2. HIIFEAR, E=fid?
3. FAEFEESIIYEERMIDESSUCRE,
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