Demand and Supply Curves


The Demand Curve

· Law of Demand says that as the price of an item decreases, the quantity demanded will increase; and, as the price of an item increases, the quantity demanded will decrease
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The quantity demanded varies inversely with the price

· Demand Curve: ______________________________
____________________________________________
____________________________________________
____________________________________________
____________________________________________
____________________________________________
____________________________________________
____________________________________________
____________________________________________
· A change along the curve indicates ___________________________________________
________________________________________________________________________________________________________________________________________________
· A change of the curve (right or left) indicates ___________________________________
________________________________________________________________________________________________________________________________________________
The Supply Curve
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Law of Supply states that the quantity of a commodity supplied varies directly with its price:  the number of goods and services offered for sale increases as the price increases.
· Supply Curve will always be ____________________________. 
· A change along the curve indicates _______________________
____________________________________________________
____________________________________________________
____________________________________________________

A change of the curve (right or left)___________________________________________ ________________________________________________________________________
Equilibrium Price

Equilibrium Price is where ________________________________________________________
_____________________________________________________________________________.
Elasticity of Demand

Elasticity is ____________________________________________________________________
______________________________________________________________________________

Elastic - A good or service is elastic if ________________________________________________
____________________________________________________________________________________________________________________________________________________________
· E.g. ________________________________________________________
___________________________________________________________
· Rule of thumb - We can do without if price rises

Inelastic - inelastic good or service is one in which _____________________________________
____________________________________________________________________________________________________________________________________________________________
· E.g. ________________________________________________________
____________________________________________________________
· Rule of thumb – Will be purchased regardless of price changes 
Characteristics of Inelastic Goods and Services

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Characteristics of Elastic Goods and Services
· ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

· The more inelastic:
· _______________________________________________________ (Hurricane in Gulf of Mexico may stunt oil supply temporarily – gas can shoot up in price)
· The more prices change (there is little consequence, it will still be bought)
· Remember Law of Demand: if prices go up, demand goes down. However, if prices go up and demand goes down only a little bit – this is what we call an inelastic demand
· E.g. We’re still buying lots of gas!
· Inelastic: Price and Revenue
· Inelastic demand – __________________________________________________
____________________________________________________________________________________________________________________________________
· An increase in price increases total revenue
· A decrease in price decreases total revenue 
· Elastic demand – ___________________________________________________
____________________________________________________________________________________________________________________________________
· An increase in price decreases total revenue
· A decrease in price increases total revenue
How can consumers respond to price increases for goods and services?
1.  Purchase less. 2. Use a cheaper substitute. 3. Delay the purchase. 4. Do not purchase.

Define Competition
Describe the difference between Direct Competition and Indirect Competition


What happens when competition enters the marketplace?
