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o ETucil Objectives of Lecture (2)
02

= What makes the prices of oil Cae Lt (g 3l g Jadil) lad Jas 53 L

and gasoline double in just one ¢hads aal g ale 8
year? ee i Y 8 oy il Suas A

= Will the price of gasoline keep CHOT o R MJM
on rising? QST 5 clgaiany (28R g ¢ lasd) (iany a8 )

= Some prices rise, some fall, and LAY Lgaany
some fluctuate. St (3 g 2aaT CAS Juadl m e g
This chapter explains how ) e 1ial g

markets determine prices and
why prices change.
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Chapter Demand
02
a )
If you demand something, then you +lild La Gl cadla 13
1. Want it, wy ]
2. Can afford it, and i) 58 4SS Jand ki 2
3. Have made a definite plan to buy it. A8 il Boaae ddad Caaay L3
The quantity demanded of a good or service ) Aash o daad ol dalis (e A sllaal) Al
IS the amount that consumers plan to buy dima Ak 33 538 DA L) il (o Sletiud) Jadady
during a particular time period, and at a Cre ya g
particular price.
Y,
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The Law of Demand

e The law of demand states:

peribus), price and quantity demand of

» Other factors being constant (cetris

any good and service are inversely

related to each other.

The higher the price of a good, the

smaller is the quantity demanded,;
The lower the price of a good, the

greater Is the quantity demanded.”

«(cetris peribus) s_oaY) Jalsall i s d
Aarh o Axkes ol (y0 A shladll Apell el
ol Lgpiany ae LSe i

61 slaal) el 8 LS caldl jmas pii )l LS o

aSl) ) ) LS bl paw (add5) LS o
A thaal

~N
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Chapter The Law of Demand
4 p
 The law of demand is & YA e allall ) oI s ¢
| A e bl 068 g als >
Hlustrated by: 5 Y aadid) llall dade »
=2 250
» A downward-sloping demand 3 e 4 slhaall sl o g yall
» 200 F Lisa is willing
curve drawn with the quantity ;_? e byl Dsaall e paadl s S8 ) gl
demanded on the horizontal &, | ... PR
axis and the price on the 0.50 e, DY deall b quthalf Jada 3
vertical axis o 16 20 30 40 50 P & Qd ¢ duludl 4830])
) ] Quantity (slices per month)
» The slope is negative to show
the negative relation between
Y,

—P&Qd
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Chapter The Law of Demand
a ™

 The law of demand results fro rpllal) (g8 o

= Substitution effect -E Jay! ijm

Jaall jijm

" Income effect Substitution
Effect
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Chapter The Law of Demand
- 0)
« The law of demand results from: qullal) 438 o
=Substitution effect oY) jilm

Sex

I

Price of the orange - Consumer’s demand for the cheaper

juice increased alternative (cranberry juice) increased.

~N
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Chapter The Law of Demand
~ )
« The law of demand results from: B
=Substitution effect Sally Al Al el ufjjj:‘:‘
"The portion ofachangg In ) Galudl sl el b s ) Ay
guantity demanded that is due
to a change in the relative 8 a8 pall pmudl 138 8 ca gl pmin 285 ) 1)
price of the good Alae Hobas ) Jsadll e ol andy
If the price of meat increases, ) g padl) o) p5 Jia cdlyny
then the higher price may encourage
consumers to switch to alternative Tasslll e
food sources, such as buying Lol (e 4 slhaall 4]l
vegetables. P 5 il (e 4y sllaall 4asl) .)

k meat? Qd.meat| Qd.vegetables?
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Chapter The Law of Demand
02
~ )
 The law of demand results from: e g
Jd
"Income effect oo il A glhall Bael) & il e o jalm
="The portion of a change in Zitall ey Ladie llgioall Jaa s

quantity demanded caused by . ; o -
a change in a consumer’s pany o) am Al i 1368 o galll s 285 )) 1Y)

income when the price of a Jil alsial J30 agaal () sSas cagall
If the price of meat increases, asalll e Jil 4aS () Sletinall (5 yidi ¢ Ul
it means that after buying some meat, S Jaall il
they will have lower spare income
Therefore, consumers will buy less tasslll s
meat because of this income effect. [daall
\ Pmeat? Income| Qd.meat | Losalll e o gllaall Al )
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Chapter The Law of Demand
~ N

 The law of demand results from:

SUBSTITUTION EFFECT INCOME EFFECT
When consumers The change in
react to an increase consumption
in a good’s price by resulting from
consuming less of change in real
that good and more income

of other goods.




(‘

MIDOCEA

UNIVERSITY

Chapter Change in Quantity Demanded
02 ~N
> The Price of the good is the only one factor ' & ¢ Ll Jalall sa dalad) en
that affects Quantity demanded AP — AQd AP — AQd 4 sllaall 4l
Alaall 2l 5 U s Aaldl e s
Change the Price of the good — Change in S e dhe e a5
guantity demanded — Movement along the Jiad ol (2 Lee QA 1) 523 P
demand curve o Clll) e I sk Lo
» P|— Qd 1— Move down along demand oY doaill g2 e Qd |V 5232 P 1
curve Cllll inie Jgha e
» P71 — Qd |— Move up along demand curve
Y,
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Chapter Change in Quantity Demanded
2
a ° N
AP — AQd 43sthall sl Ao S g3 gl Jalad) 8 daludl s 3>
» The Price of the good is the only one factor that affects Quantity demanded AP — AQd
Demand Curve for Xbox 360
~Point P  Qd
AN 500 45
BB 450 50
BG40 55
BEEN 350 60 i
AN 300 65
BEEN 250 70
 H 200 75 quantty pomanded
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Chapter Change in Demand
~ N

* When price is constant, as £ A5y Gl el g8 Latie e
the other Factors on buying eyl hbi & gAY Salsall
plans change, Demand will :

Decrease in

quantity Q-‘h-“ W
Change demunded e - N L) L. du'j_]\ .
« Shift demand curve at given D— - ae

demand demand

price level fie— 305 ) gam Jalsall Sl e
quantity b JH | {Fm.m' ] d\iu\j D T t_ﬂu \

demanded !

» Factor changes— D 71—

el S
Shift Right Dy A {RPPRY VIS PPN (R [VEES S
K Jasl, D | ol alis
» Factor changes— D |— Sl ) b e
0 Quantity
Shift Left
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Chapter Change in Demand
02
~ )
. ' ice level, the Main f . 8
At given price level, the Main factors SRy it 3 At ) Jal gl sl il i
that change demand are: 1 p k) Aada
o P rices of other goods (substitute (+) (-)) LSl Si(+) Aadl) LAY aludl el e
or complementary (-)) Jaall g () dadsiall Adiival) jlaw¥)) Clad gl o
o O utlook (Expected future prices (+) - (+)) Jiiaal) 3 a8 sial
Expected future income and credit (-)) Ea sl alod) o(+) Fuakal w\) Jaall e
(+)) ) +) <) (',.JA.\;A" daall e Dlaxdl 22 o
o | ncome (Normal good (+), inferior . ?( )OSl L
good (-)) (-) Axlad) aca(+) / Aadll) COGzdl/ (31 53Y1 e
o N umber of potential customers -
(Population) (+) - i
o T aste (Preferences)for a good (+) / i
\_ against the good (-) ; )
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Change in Demand

1) Prices of other goods:

/”

4

Cpmplem/entar

G/oods /
o,

,-%
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Change in Demand UMNI.QQRQEA |
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1) Prices of other goods:
Basis | SubstituteGooss |
Meaning Substitute goods refer to those goods which can ‘d-’J-’M Ql"“j‘ D e &u{)\ S5
be used in place of one another to satisfy a a=bodl LA‘; il &u:u\ LA\
particular want. ’ | ‘
Nature of Substitute goods have competitive demand. & O 5=
’ Demand
Relation Price of one substitute good has positive dalu 653)\ 1) e JUall o ‘53;
relationship with quantity demanded of another .. L
substitute good. Sl lhll ol ‘(°}€-3j\ d—'—“) aliny
Examples (1) Tea and Coffee ccs.a‘):w (ng\ d—‘A) Lxal)l Al
i (ii) Coke and Pepsi. N .. N o -
) O Alxa dall ‘_’Jr_ ;.‘SLM ).1\_\..3 L_A\_ﬂ\_aj
: P. coffeel -~ Qd. coffee | - D.tea T N | T YU BT: i T EPR (v
al,al)

3

= A rise in the price of a
substitute(coffee), )

= increases the demand for Tea

= The demand curve for tea shifts

rightward, and vice versa
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02 N

1) Prices of other goods:

Complementary Goods

Complementary goods refer to those goods which Ay il CL..J\ elli & dleSall QL..J\

are used together to satisfy a particular want. dM - ..S \ LSJi\ il e L@.a\ L]
Complementary goods have joint demand. .Q‘J\:‘“‘j\j L)-’)-‘-‘M / Lﬁm\} )S'“‘M
Price of a complementary good has negative AIC - . .

relationship with quantity demanded of another ‘ QJ‘“J‘ D CA'U\ \;) Il
complementary good. el 8y SN ld o Sl))
(i) Tea and sugar Gl A ALYl aludl el

(ii) Car and Petrol.

/ P.sugar T -~ Qd.sugar | —— D.tea | celgwas e
= A rise in the price of a complement
(sugar), y
= decreases the demand for Tea

= The demand curve for tea shifts
leftward. and vice versa
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Chapter Change in Demand
~ 0)
2) Outlook
Lbdiad) jlawd) 2440
o Expected future prices of the good (+VE) i) yad) a8 5 f 4 siall e K1Y o
o If the expected future price of a good rises, Al e Al cadlll old e dald
current demand for the good increases and copadd) ) Callall iaie Ja 5 3l 3
the demand curve shifts rightward, and e (Sall
vice versa (Lical JRU) 4 47
o Expected future income and credit. (+VE) b J3all ad o @il (e IS 1Y) o
o When expected future income increases or Jatty 5 oY) lall ala 3y 288 (Justall

shifts rightward, and vice versa

when credit is easy to obtain, the demand
might increase now and the demand curve

~N
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Change in Demand
3) Income:

Chapter

e ) sl ol s lal) ld) )

The demand for normal good )

e B 3L ) ae Lgie 3 ) 6] yd

increases and the demand curve adall Gl gl padll (JEA Ja
Normal goods shifts rightward oY1 bl L'J‘y EARPIRTLEN| u'“-.’m/-*“l‘}
(+VE) Ex: GSle el @) Ka KT Sl
Fresh vegetables i gt_)_;;“y\ Sle el Blay alastial
{ If Income \New cloth Gl Joay oAl daniiy Ly aliatiud
increases 4 N ) e Bl 3N ) dalall ALl e
The demand for inferior good Jaall

decreases and the demand curve . '
S shifts leftward ol e (A aludl o adpa ) aludd
“e":"f"“ 5 - L0 30l ) ae Lgie Jil cilpaS o) 5

VE : .

- Frozen vegetables Syl mddh Jadl d=""“‘ e

- o ~'S - S N -
- Second-hand cloth T b oSl “'QA.M
\_ J,z )l él..d\ujsuﬂd | Joan A

Jaall 3ab ) ke ey )

/
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Change in Demand
a N

4) Number of potential customers (Population)

Chapter

o Number of potential customers ISl sse / pplaiaal) (uSlgial) d3e o
(Population) (+VE) g Sle allall saly 5 ) g5 oSl 2ae 3L o

o An increase in population — sai ol aie JEE ) sam L aludl
Increases the demand for all C_\M oSl g ¢ padll

goods— and the demand curve
shifts rightward, and vice versa
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Chapter Change in Demand
02
a )
5) Tastes (People’s preferences)
Tastes (People’s preferences): ls3Y)/ coluadll o
» If people’s preferences for a good rise— Gllall 35 le Falas gelbial il i luadi canii ol 1Y) o
the demand incre_ases_ — and the | oSl g el ) allal) iaie Ja) 5 daludl 028 e
demand curve shifts rightward, and vice Fmaa
versa (+VE) Uaddd) e Al aca Ul GOlcadt Cadiyl 1A o
Dbl ) llal) st Ja g Aalodl oda e Callal)

 |f people’s preferences against a good
rise— the demand decreases — and the
demand curve shifts leftward, and vice

versa (-VE)

zanaa aSall
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Chapter The demand curve & the willingness -and-ability-

~ 02 to=pay ~
- Ademand curve is a willingness- oyl ade g ) jinie e
and-ability-to-pay curve: ' '
* The price indicates i Sl 5 adal) B llgiaal) ) ) _aad) iy
consumer's Willingness to pay i "(WTP = P = MB)) & _4daa)) Zadial)
which is equal to that -
consumer's Marginal Benefit (MB). mﬁ, w\s u&s “&M s o Sl daes dy mu .
: . ¢ f 3as g Jilia 4=d)
= For any fixed quantity of a good SO EE
available, the smaller the quantity
available, the higher is the price that
someone is willing to pay for another
unit,
- /
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o=t Thedemand curve & the willingness -and-ability-

02
(‘

| | | 2 300

« If available quantity of pizza 30 s
£ 2.50
slices, LisaisWIP=MB=P=1 &,
- If available quantity f pizza ié,,‘so

decreases to 10 slices, Lisa is £
WTP =MB=P= 2 -
0.50
0

to-pay

Lisa is willing
to pay $1 for
the 30th slice

. Llisa's D= MB

1 1

20 30 40 50
Quantity (slices per month)

| il (e Aaliall dpeSl) S 13)
WTP = MB 0lé 4,330
=P=1

e Aaliall TS Cacaddil 1)
OB il 1310 A il
WTP = MB=P=2

~N
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A Change in the Quantity Demanded Vs a

Chggter Change in Demand
4 )

Movement Along the Demand ~ ° lhll dade Jgh Ao &l
Curve Deen Oy Aalull e oty Loic
When the price of the good cenander ) ) (od LS LAY Jalsall (8
changes and everything else Caangy 4 glhaall ApaSll s
remains the same, the quantity S Al gisie Joh e @l s
demanded changes and there is quorily

a movement along the donances

demand curve. D,

0 Quantity
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A Change in the Quantity Demanded Vs a

Change in Demand
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A Shift of the Demand
Curve

If the price remains the same
but one of the other Factors
on buyers’ plans changes,
demand changes and the
demand curve shifts.

Price

Decrease in

quantfify
demunded

Decreu se in

Increase in I

demand demand

Increase in

quantity

D
demanded '

Quantity

~N

llall Aada Jas)

el gall aal s oSU
S sl gAY
..~.~.. ‘Oﬁ o S\ ] ] .
i Jun, lhll

Lkl
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A Change in the Quantity Demanded Vs a

Chggter Change in Demand
a A

« Why does demand not change G99 dald) i ety Ladie (utlal) ety Y 3L
when the price of good changes A& A5 A 5 AY Jal gl B s o) &igas
with no change in the other o) pdull Jakad
influences on buying plans? inie JE) ) sam Vs i Y xadl Y o

o Because price does not influence 23 A an ) Jaladl g dalill jais (b calkall

or lead to shift in Demand curve, & a3 g dalad) e glaall AuaSll s )

price is the only factor that leads cdlall Saia Jsha e

to change the Quantity demanded
and cause a movement along
demand curve




A Change in the Quantity Demanded Vs a
Change in Demand

MIDOCEA

UNIVERSITY

Price

fe) Suantihy

Price

[e] Cruantity

~N

Change Quantity demandeda; sihall sl s

Change Demand curve <kl s

Z\ﬂaﬂ\)ﬁiﬁc}d\ﬁﬁ@écz\ﬂg\ﬂd}y\&bﬂ\ 0O
djkécgﬂ)ﬁjcuﬁ\.xd\o@‘ﬁ\&@)ju\
cllal) asie

Other factors constant, as the price o
change, Quantity demanded will
change at opposite direction ,
Movement along demand curve

GAY) Jalgall i aay Gl gl G Ladie
@Mdﬂaﬁjcuu\ﬂc;\}d\.b&ésﬁfﬂ\

When price is constant, as the other
influences on buying plans change,
Demand will change, Shift demand curve

at given price level.

NS EEEEEE——————.—
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Which of the following is consistent with the law of Sl 053 aa (31 g0 A Laa
demand? | | | DVD yelfl i€ 535 JDVD e e glisy) go%) |
A) An increase in the price of a DVD causes an increase g gl
in the quantity of DVDs demanded. A sllaall 1 gual) daaS Qaliad 1) 13 puall o gL (033) o

B) An increase in the price of a soda causes a
decrease in the quantity of soda demanded.

sl € (2G0T ) il ol e (=l 0%) &

C) A decrease in the price of a gallon of milk causes a ) L o “’”‘ ’
decrease in the quantity of milk demanded. opand) S (s Gl ) pand) s (aledl o5 ¥)
D) A decrease in the price of juice causes no change in A sl

the quantity of juice demanded.

The law of demand implies that if nothing else Aligh ¢ AT £ & o) iy al 13) Ad) callal) ¢ g8 Sy
changes, there is------ -omome- _ Ao slaall 4peSll g daliall yraw oy dplay) 483 |
A) a positive relationship between the price of a good A llaal) Al g daded) ran o dopdes ABNE)

and the quantity demanded.

B) a negative relationship between the price of a
good and the quantity demanded.

C) a linear relationship between price of a good and the
guantity demanded.

D) an exponential relationship between price of a good
\and the quantity demanded. J

A sl a5 Aaludl s oy okt A
A sllaall Faall 5 Aabdl jaas (s Tl A8 2
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In the market for magazines, the "income effect"
means that-------

A) magazines are usually purchased by people with
higher-than-average incomes.

B) a decrease in the price of a substitute product like
books will make magazine readers feel a little poorer than
they were before.

C) an increase in the price of magazines will reduce
the total purchasing power of magazine readers,
making them able to afford fewer magazines.

D) an increase in the price of magazines will raise the
relative price of magazines to books, causing magazine
readers to read more books and fewer magazines.

As the relative price of a good falls, the substitution
effect implies that people buy----

A) less of that good and more of its substitutes.

B) more of that good and less of its substitutes.

C) less of that good and less of its substitutes.

\D) more of that good and more of its substitutes.

——————— ) SRS N | v L u_aM\ 8 g uﬁ
e el Jsaa PURY Ualald] u.a)t;.d\ g L osale) |
o giall

) B Jamaw NI Jie Jhu mile e palasdl) o
S8 e adde 1518 Lea S 1 agily ()5 pady el
Allaay) Ayl 348N (e e cdlaall s 33b5) 7
O B e ol b Jo op paB aglean Lea cBlaall ¢l
i laad)

A lae Oaall ) prd) &8 i SBlaall jaw B3l )) 2
CESI e 2 3all 36l 8 () el o) E aday Lae oSl
Ml e J81 22

i Y AU Gl e dalad ) jaad) (ElEAS) aa
---- (9 Ay ) ()

Ll e jall g Aalual) el (e Ji 408

Aelila (e ¢ B Asas g dabead) el o 3y 3all)

Lelily e e J81 S5 daliad) Al (g0 J81 40S)

Lelilay e 2 jall g Andid) @l (e 2y 3all)

\

W,
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downward?

A) prices and income

B) substitutes and complements

C) resources and technology

D) substitution effect and income effect

Think
For normal goods which of the following e SRS e s AU G ) edplad) pldl dpudl
explains why demand curves slope fdiud) ) ikl
Jaalls byl |
Al Jiladl)
b o1 iS5 0 )l 5all)

A) all the wants of a given household.

B) the highest price consumers are willing
and able to pay for that particular unit of a
good.

C) the highest price sellers will accept for all units
they are producing.

D) the lowest-cost technology available to
\_produce a good.

Jaal Lalss Y L8

.................... qullbal) Aada o ddadi JS (gusal

4.1.1:;4 o)u\ u\;\.u;‘ @A;) \

e dle (g By dxda b ¢ oSlgianal) iy o) @
Aslad) e dpral) Baa gl) Al

Lesatiy Al Clas gl aven dilie o p2ild) Alisy g o) 2
Al LY daliall L ol gl 4alSs i) o
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(

Ham and eggs are complements. If the price of
ham rises, the demand for eggs will------ L ) i
A) increase or decrease but the demand curve for e @) WL Gleta gl ) f"‘l s
ham will not change. gl (Ao qallal) Gl8 ¢ 38d)
B) decrease and the demand curve for ham will shift ¢ el asl Je Qllall Jaie oSly iy 5l 3 3)
rightward. gpetat
C) not change but there will be a movement along Vel aal e bl aie Sy aidl) o
the demand curve for eggs. ol
D) decrease and the demand curve for eggs will QLI iate Jsh e 38 a @l (oS (€15 i ) 7
shift leftward. :

oanl e
A change in which of the following shifts the o) ) o) o bl (fade Sl aidd) o
demand curve for hamburgers? i ;
A) an increase in the price of the meat used to oo bl Hade JUTH ) gafm 40N G il e )
produce hamburgers ¢ £ sl
B) an increase in the price of a hamburger el ZLiY daasival) o salll e a5 3) |
C) afall in the price of French fries, a el s Bl ) o
complement for hamburgers £ smalgll Jaa cdglial) Gubilhad) jpaw b ;Jbug) z
D) an increase in the number of hamburger e ualel) 2ae 3 aal3) o

restaurants
\_ ey
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As the price of peanuts falls,

the quantity of peanuts
demanded decreases. False

A ¢ 13 gl J o8l (AT as
(il gadl ol Cra 4 glhaal) 4 el

The "law of demand" states
that changes in the quantity
demanded of a good are
Inversely related to changes
In its price. True

@ Cladl) o) Je gad "athl) ¢ g8
it La Aol fpa 4y gllaall dall
L &) il s Luse

~N
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True and False Questions Ty Lk |
The "law of demand" states SJalgad) ey dd) o (aly "Gullall ¢ gilB"
that, other things remaining ) O daslhall dgasl) (18 A 5 AY)
the same, the quantity LA g e B e undlis Aalu

demanded of any good is-
positively related to its price.

False

A movement along the o2 1580 ped qulbal) Jada o o Al
demand curve shows a .‘\-AJM‘ Aasl)
change in quantity demanded.

True,
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True and False Questions Ty Lk |
~N

An increase in the price of e dad ) g gl mw 3aly )
apple leads to movement U qulhal) s
along the demand curve for
apple. True
The law of demand states that,  Jalsad) sldy Al Jdo paly qllal) ¢ 5ild
other things remaining the LalS cdabed) g adli ) LalS Al (5 AY)
same, the higher the price of a e 4 sthaall dgast) cal
good, the larger is the quantity
of the good demanded. False
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True and False Questions DNy S |
~

Suppose people buy more of S 3l (g Ay (bl Gl (a8
good 1 when the price of 2 dadud) jrw addd Ladie 1 dalud)
good 2 falls. These goods Adasa pdu o4 aded) o2
are complements. True

Preferences influence ) o)yl bl o CBLuadl) A
people's buying plans and albl) Hade JULH ) ga3i

leads to a shift in the
demand curve. True
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True and False Questions Ty Lk |
\
The price of cereal rises. As a Jokity (N A i gaad) g adii )
result, people have cereal for OSShy JB) bl (A Ui Ggaad) il
breakfast on fewer days and Jha 9a dgledltda dlld e Yoy ()
eat eggs instead. This ) Al e

behavior is an example of the
substitution effect. True

The demand curve for a A S Apalad) dalid) o callal) dada
normal good shift rightward if — (aldd) g8 ) Jaall (aidll) 1)) cpal
iIncome decreases or the i) )

expected future price
decreases. False
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True and False Questions Ty Lk |
For consumers, chocolate A3 oS gl) oy g8y aSlgtinall Al
cookies and doughnuts are Bl 8 «llAl Abiy adus A cligally
substitutes. So, an increase in  JWL) ) ga5ia AV 68 gddl Cuy sy rm
the price of chocolate cookies Sl (A @l gl Jo qullal) sk

will lead to a leftward shift in
the demand curve for
doughnuts. False

The demand for a product is gial) o Jadd AU mila o Gl
only affected by its price and (Uad) . A Jalgs gl ol

no other factors. (False)
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True and False Questions

The substitution effect is the
only reason for a change in
the quantity demanded.
(False)

dpasl) il as o) ) ga Play) il
(i) .4 sllaall

The demand curve reflects
the consumer’s willingness
and ability to pay. (True)

538 g dlaaie) Sy ) dada
(7o) .3 o gl

~N
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True and False Questions Ty Lk |
If a consumer expects an Jaal) A Baly ) ellghnuall a8 g5 1)
increase in future income, it Bl ) i) galgy 288 ¢ iiasall
may lead to an increase in (<) . Al ullal)

current demand. (True)

An increase in the number ) 23 Cplaiaall g3anl) a3 3045
of potential customers (Uad) . lewd) s alhal) Sate JUET3)
causes the demand curve

to shift to the left. (False)
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