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By means of introduction… 

MBA – 2010 
Ph.D. Finance (2014?) 

Entered Law School in 1996 
B. Sc. Computer Sciences – 2000 
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• I repeat the Tuesday session on Friday 
• You don’t need to attend both unless you want to ask something 

• I plan to do a lot of problems on the board 
• I plan to answer your questions 

 
I can change my plans as needed, but you have to let me know. 
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My plan for these help sessions 



DEMAND, SUPPLY AND MARKET 
EQUILIBRIUM 

Chapter 2 
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The General Demand Function 
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The General Supply Function 
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Cheat Sheet - Demand 
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Demand 

Variable Sign is 

Name Symbol negative (-) positive (+) 

Price P Always Never 

Income M Inferior good Normal good 

Price of related good Pr Complement Substitute 

Taste T Never Always 

Expected future prices Pe Never Always 

Number of consumers N Never Always 



Cheat Sheet - Supply 
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Supply 

Variable Sign is 

Name Symbol negative (-) positive (+) 

Price P Never Always 

Price of inputs Pi Always Never 

Price of related goods Pr Substitute Complement 

Technology T Never Always 

Expected future prices Pe Always Never 

Number of firms F Never Always 



What moves where? 
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Supply and Demand – Conceptual 

Increases or Decreases? 
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Supply and Demand – Conceptual 

Increases or Decreases? 
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Supply and Demand – Conceptual 

Which variable (quantity or price) can we determine? 
 
What happens with it?  
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Answers 
Supply 

Demand 

Simultaneous shift 
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Supply and Demand – A Short Problem 
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Answer 
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Supply and Demand – A Long Problem 
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New Orleans Housing - Demand 



18 

New Orleans Housing - Supply 
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New Orleans Housing - Equilibrium 
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New Orleans Housing – Equilibrium (cont.) 
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New Orleans Housing – Social Surplus 

• Compute the consumer surplus 
 
 

• Compute the producer surplus 
 

 
• Compute the social surplus 



• Normal.  The coefficient on M is positive.  Thus is positive and 
housing is a normal good. 

• Substitutes.  The coefficient on R is positive.  Thus is positive, and 
three-bedroom apartments are substitutes for new housing. 

• Qd = 160 – 2P 
• Figure for the whole problem: 
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Answers – New Orleans Problem (1/2) 

Q uantity of new housing (thousands of square feet/ month)
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• Yes, because an increase in a factor/input price should cause Qs to 
get smaller (i.e., is negative). 

• Qs = – 40 + 2P 
• PE = $50 and QE = 60 
• Yes; yes. 
• Qd = 140 – 2P 
• Qs =  – 20 + 2P 
• PE = $40 and QE = 60 
• CS = .5 × 60 × ($80 – $50) = $900; PS = .5 × 60 × ($50 – $20) = 

$900; SS = $1,800 
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Answers – New Orleans Problem (2/2) 
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