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EXPLORING SUPPLY AND DEMAND—Lesson # 2
Today’s Learning Objectives:  By the conclusion of today’s lesson, all students will 
( Explain Supply and Demand Theory

DEMAND:  Demand is the quantity of goods or services that consumers are willing and able to buy.  According to the law of demand, as price goes up, the quantity goes down.  In this way, market prices ration goods and services among those who are willing to pay for them.  


As $ goes     Quantity goes 

The demand curve below shows the number of CDs that would be purchased at specific prices.  Notice that more CDs would be bought at $15 than at $25.  This is because more people can afford the discs at the lower price.  
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PRICE AFFECTS DEMAND—The curve shows that fewer items will be purchased at higher prices that at lower prices.  

SUPPLY:  The amount of a good or service that produces are willing to provide.  Produces are more than willing to supply products in greater amounts when prices are high.  In this way, market prices pvodie an incentive to produce goods and services.  They are less willing to do so when pries are low.  


As $ goes     Quantity Supplied goes 
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PRICE AFFECTS SUPPLY—The curve reveals a direct relationship between price and the number of items produced.  
POINT OF EQUILIBRIUM—merging the supply and demand curves into one single graph allows you to locate the equilibrium point or price.  
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What is the equilibrium price for CDs?  At that price, approximately how many CDs will consumers demand?  
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