Lecture 4: Equilibrium
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Which of the following is the best way to
describe equilibrium in a market? At
equilibrium, the-----------

e price is the lowest possible.

e quantity supplied equals the quantity
demanded.
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In the figure, if the demand curve is D2, then--------

¢ the equilibrium price will be P] and the
equilibrium quantity will be 0).

e the equilibrium price will be P1 and the
equilibrium quantity will be Q1.
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If a market is NOT in equilibrium, then which of
the following is likely to occur?
e The demand curve will shift to bring the
market to equilibrium.
e The price will adjust to bring the market to
equilibrium.
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In a market, at the equilibrium price,
e neither buvyers nor sellers can do business at

a better price.
e Dbuyers are willing to pay a higher price, but
sellers do not ask for a higher price.
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When the price is below the equilibrium price,
the quantity demanded---------------------

e exceeds the equilibrium quantity and the
quantity supplied also exceeds the
equilibrium quantity.

e exceeds the equilibrium quantity but the
quantity supplied is less than the
equilibrium quantity.
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If the price of a video rental is below its

lia () S equilibrium price, there will be a
e
oald (= e Shortage
e surplus
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If the quantity of textbooks supplied is 10,000 per
year and the quantity of textbooks demanded is

12,000 per year, there is a in the market
e Shortage
e surplus
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If there exists a shortage in the market for
snowmobiles, then the price of a snowmobile will---
e rise.

o fall.
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If there is surplus of a good, then the quantity
demanded the quantity supplied

e s less than

e is greater than
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When the demand for a good decreases, its
equilibrium price

o falls

e Rises
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When demand increases, the equilibrium price

o falls
e Rises
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Which of the following statements is correct?

e When demand increases, both the price and
the quantity increase.

e When demand decreases, the price rises and
the quantity decreases.
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1) In a supply and demand figure, the
equilibrium price and quantity are
found at the point where quantity
supplied more than quantity demanded.
False
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2) When a market is in equilibrium, there
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is a surplus. False
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3) The equilibrium price is the price at
which the quantity demanded equals the
quantity supplied. True
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4) The existence of a shortage pushes the
price up. True
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5) A price below the equilibrium price
results in a shortage. True
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6) If the quantity supplied exceeds the
quantity demanded, then there is a
surplus and the price is below the
equilibrium price. False
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7) Doctors find that one aspirin per day
reduces the risk of heart attacks.
Demand for aspirin will increase, so that
equilibrium price and equilibrium
quantity will decrease. False
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8) If good A is a normal good and income
decreases, the equilibrium price of A
falls and the equilibrium quantity of A
falls True
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9) An increase in demand combined with
no change in supply decreases the
equilibrium price. False
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10) If the demand for hamburgers
decreases, the equilibrium price
decreases and the equilibrium quantity
decreases. True
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11) When supply increases. As a result, the
equilibrium price will fall, and the
equilibrium quantity will rise. True
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12) When supply decreases and demand
does not change, the equilibrium
quantity increases and the equilibrium
price falls. False
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(R da3Y0) Zas A**If the price is above the equilibrium price, the quantity supplied is less
than the quantity demanded .
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**(AaaiYL) Aea yiI** When the market is in equilibrium, there is neither a shortage nor a
surplus .
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1 (3da3Y0) das A If the price of tea falls, the demand for coffee will increase because tea
is a substitute for coffee .
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**(Aos3Y0) des A If workers' wages increase, the cost of producing coffee will decrease .
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1 (3ds3Y0) des A If supply increases and demand is constant at the same time, the
equilibrium price will definitely decrease .
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**1(4As3Y0) des ¥ If demand increases and supply remains constant at the same time, the
equilibrium price will definitely fall .
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** (A aa3Y0) daa A*If the equilibrium price of coffee is $2 per cup, any price above $2 will
lead to a surplus in the market .
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1 (3da3Y0) daa A If the price of sugar falls, the demand for coffee will increase because
sugar is a complement to coffee .
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**1(Aoaa3YL) Aea A*If supply increases and demand is constant at the same time, the
equilibrium quantity will definitely decrease .
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**1(3ds3Y0) 4ea A If demand increases and supply remains constant at the same time, the
equilibrium quantity will definitely decrease .
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**:(da3Y0) dea A**If both demand and supply decrease simultaneously, the equilibrium
quantity will definitely decrease .
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**(Rda3Y0) dea A**If the equilibrium price of coffee is $2 per cup, any price below $2 will
lead to a shortage in the market .
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(A ds3Y0) daa A**If the price is below the equilibrium price, the quantity demanded will
be less than the quantity supplied .
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**1(AalaYL) 4 i**  If the demand for coffee increases, the equilibrium price will decrease .
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**(Roda3Y0) Aea A**If the supply of coffee increases, the equilibrium price will rise .
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**1(A0As3Y0L) A A If both demand and supply increase simultaneously, the equilibrium
guantity will definitely increase .
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