Economics

Unit 2 – Supply and Demand

Demand
I. Demand

a. Demand is the __________________________________ of goods a consumer is 


​​​__________________________________ & ________________________________ to buy at

 __________________________________________

b. Able

i. To have demand, ___________________________________________________

__________________________________________________________________________

c. Willing

i. To have demand, ___________________________________________________

__________________________________________________________________________

II. Law of Demand
a. As prices increase, _________________________________________________________

b. As prices decrease, ________________________________________________________

c. ________________________ relationship between price & quantity demanded.

d. P____  Q ____

P_____
Q______

III. Demand Graph

a. Demand curve is __________________________ sloping
b. Graph [price on y-axis (vertical) and quantity on x-axis (horizontal)]
IV. Downward Sloping Demand
a. Income Effect

i. When __________________________________________, a consumer is 

___________________________________________________ to purchase

ii. The opposite is true

iii. P _____ Q_____

P_____ Q_____
b. Substitution Effect
i. If there’s a _________________________________ for a good, you will be


 ____________________________________________________ to buy the good 

if _____________________________________________________ 
c. Law of Diminishing Marginal Utility
i. Marginal Utility

1. Utility = _____________________________

2. Marginal Utility

a. The _________________________ of one __________________

unit

b. The satisfaction we get from _______________________

_____________________________________________
ii. Law of Diminishing Marginal Utility

1. Satisfaction ______________________________ as consumption 

of a good __________________________________ 


2. ______________________________________________ each time you consume/purchase another

V. Demand Schedule

VI. Demand Graph

a. Price Changes

i. A price changes means there is ____________________________________

along the demand curve

Shifts in Demand
I. Demand Curve
a. __________________________ relationship between ___________________ and 

______________________________________________

b. P____ Q____ 

P_______ Q_______

II. Change in Quantity Demanded

a. Changes in _______________________ cause changes in 

_______________________________________________

b. Illustrated by  ________________________________________________________________


_____________________________________________________________________

III. Changes in Demand
a. __________________________ in Demand: people are willing and able to buy

 _________________________of a good ____________________________________________


b. __________________________ in Demand: people are willing and able to buy

 _________________________of a good ___________________________________________


c. Illustrated by ________________________________________________________________

IV. Increase in Demand

a. Increase in demand shifts the entire demand curve to the right









V. Decrease in Demand
a. Decrease in demand shifts the entire demand curve to the left
VI. Determinants of Demand
a. Income

i. Inferior Goods

1. Demand _____________________ when income ________________


2. Demand _____________________ when income ________________

3. Examples:



ii. Normal Goods

1. Demand _____________________ when income ________________

2. Demand _____________________ when income ________________


3. Examples:

b. Tastes and Preferences
i. Demand increases or decreases with changes in _________________


______________________________________________________

ii. ______________________ causes changes in demand



iii. __________________________ influences consumers’ taste
iv. Examples:



c. Price of Substitute Goods
i.  If price of one good ___________________, the quantity 

demanded _______________________________.

ii. DEMAND for its SUBSTITUTE ___________________________

iii. If price of a good _____________________, the quantity

demanded ________________________________

iv. DEMAND for its SUBSTITUTE ___________________________
v. Examples:
d. Price of Complementary Goods

i.  If price of one good ___________________, the quantity 

demanded _______________________________.

ii. DEMAND for its COMPLEMENT _________________________

iii. If price of a good _____________________, the quantity

demanded ________________________________

iv. DEMAND for its COMPLEMENT_________________________
v. Examples:



e. Weather
i. Demand increases and decreases with ______________________

_________________________________

ii. Seasonal Items

iii. Examples:




f. Number of Buyers
i. _________________in # of buyers  __________________ demand


ii. __________________ in # of buyers __________________ demand

iii. Examples:




g. Expectations
i. Expectations for future income
1. Demand ___________________________with expected

 _______________________ in income


2. Demand _____________________________with expected
 
_______________________ in income
3. Examples:


ii. Expectations for future prices

1. If you expect prices to _____________________ in the

future, demand will ________________________ now

2. If you expect prices to _________________________ in the

 future, demand ________________________ now
3. Examples:

iii. Expectations for what products will do for you
1. If product will be ________________ for you, demand

_______________________

2. If product will be ________________ for you, demand

 _______________________
3. Examples:

Elasticity of Demand

I. Elasticity
a. Elasticity means _______________________________


II. Elasticity of Demand

a. How responsive the _______________________________________ is

 due to a change in ____________________________

b. Elasticity of Demand Equation

i. ____________________________________


III.  Elastic Demand
a. __________________________ change in quantity demanded when

 there is a change in price


b. P_____Q_____

P_____Q_____

c. Elasticity is _____1

d. Elastic Demand Graph









e. Elastic Demand Examples

i. Non-necessity

1. Examples:


ii. Good with substitutes

1. Examples:

iii. Something that represents a ______________ portion of your income

1. Examples:

IV. Inelastic Demand

a. __________________________ change in quantity demanded when

 there is a change in price


b. P_____Q_____

P_____Q_____

c. Elasticity is _____1

d. Inelastic Demand Graph









e. Inelastic Demand Examples

i. Necessity

1. Examples:


ii. Good with ______ substitutes

1. Examples:

iii. Something that represents a ______________ portion of your income

1. Examples:

V.  Unitary Elastic

a. % Change in Quantity Demanded   ________% Change in Price

b. Elasticity _____ 1
