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Abstract
Demand is the number of goods or services that a buyer is willing to buy or pay for specific prices at a given period.  The need for a product increases when the prices go down because it costs less; hence, more buyers can purchase it. Supply is the number of goods or services that suppliers are willing to sell at a specific price at a given period.  The supply increases when the costs of the rise in a product because the seller can maximize the profit. The theory that explains the interaction between sellers and buyers in the market regarding the prices is referred to as the law of supply and demand. Price equilibrium occurs when the supply matches the demand for a good or service in the market. It is the point where the demand curve meets the supply curve. 











Introduction
Studies have shown that uncertainty is the leading enemy for every economy, business investments, and consumer sentiments. Although this type of pandemic poses a very short term impact, it is featured with some devastating impacts on the economy and hence the global oil business is not exceptional. The pandemic affected the crude oil market and most oil producing companies experienced reduced sales. The demand and supply of crude oil and its products were affected with demand reducing and supply increasing. The price of the oil dropped in the market between the year 2020, and 2021. The paper will discuss on the various factors that led to a decrease in the prices of crude oil during this Covid-19 pandemic era as laid out in the articles “From the barrel to the pump: the impact of the COVID-19 pandemic on prices for petroleum products” by Camp et al., (2020) and the “IMF Sees Oil Prices Averaging $50 In 2021” by Paraskova (2021).  
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Determinants of Demand
[bookmark: _GoBack]According to Camp et al., (2020) there has been a significant decline in crude oil prices sonce the beginning of 2020 to the present day.  In 2020, the demand for crude oil decreased leading to a decrease in the prices of a barrel of crude oil to $41.29 which was 20% less than the 2019 price (Paraskova, 2021). The decline in demand was as a result of the breakdown of the covid-19 virus in China which almost brought the global economy to a halt. The pandemic led to lock down in most countries of the World. During the lockdown, people were to stay indoors since there was a restriction of movement and travel and majority the great companies were no longer operational which contributed to a decrease in fuel demand unrelatedly to the high supply of oil in the global oil market. According to economic analysts’ reports, the global economy in the year 2020 shrank by 3.5%, which means that most individual could not even purchase some goods such as crude oil which led to its decrease in demand (Paraskova, 2021). During the pandemic, most individuals lost their jobs, leading to a reduction in earned income and also business were shut down leading to a sharp decline of the global economy. The lack of income in most individual led to a decrease in the demand for fuel in the market as well.
Shifts in Demand and Supply Curves for Crude Oil
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The supply of crude oil increased thus leading to and decreased in the price of the commodity. According to the law of supply and demand, a supply causes a decrease in an entity's merits when all other factors remain constant. In the articles when the supply of crude oil was higher than the demand for the crude oil in the market, it led to a surplus of the product; hence, its prices reduced below the price equilibrium. The quantity supplied of oil by February 2020 was decreased as the Organization of the Petroleum Exporting Countries (OPEC) ordered a cut down on Crude oil production. OPEC regulated all the countries that supply crude oil (Camp et al., 2020). During the year 2020, the head of China urged all the OPEC member to reduce the production of oil. Since there was a surplus of oil supply, the reduction in the production of crude oil led to stabilization of the prices of fuel.
Changes in Equilibrium Price and Equilibrium Quantity
When the supply decreases, the equilibrium prices and equilibrium quantity increase while a decrease in demand and supply increase in reductions in the price equilibrium.  The price equilibrium of a barrel of crude oil in the year 2019 before the pandemic decreased in the year 2020 due to the decrease in demand and an increase in the product's supply.
Equilibrium prices in demand and supply graph
	
	Demand

	
	Supply

	
	Equilibrium price


	Key
Price				


  Quantity
Changes in Equilibrium prices and Equilibrium quantity
 Decrease in demand 				Decrease in Supply 		Key
Prices																							Equilibrium price 2

Equilibrium prices 1
 1



Quantity                                                 Quantity
Price Ceiling
A price ceiling is a measure put in place to prevent the price of a commodity from rising above a certain point. The quantity demanded will be higher than the amount supplied when the price ceiling set is below the price equilibrium. This means that the commodity cost less than the prices determined by the demand and supply curve. The price floors are the opposite of the price ceiling in that the price of a commodity should not fall beyond a certain level (Camp et al., 2020). The demand for a product will be less when the price floor is above the price equilibrium because the item will be expensive hence the buyer may turn to purchase alternative products. Price floors and price ceiling are ineffective since they interfere with the laws of demand and supply.
A price floor will lead a surplus of the commodity in the market since the price is high, but the buyers are not willing to purchase the product at that price which may force the cost of a good to be drop back to price equilibrium or lower (Camp et al., 2020). The price ceiling will lead to a shortage of the product since the supplier will l be operating at a loss because of the low prices hence as a result of the high demand the prices will rise back to equilibrium or even higher.
Conclusion
In conclusion, many factors affect the price of commodities in the market and hence crude oil is no exception. An increase in demand leads to a rise in prices, while a decrease leads to prices. Increased supply reduces commodity prices while reduced supply increases cost because buyers are willing to pay more for the commodity. According to Paraskova (2021), many factors contributed to the fall of petroleum products prices. For instance, the pandemic, government regulations, decrease in demand and an increase in supply. To protect buyers from exploitation by the suppliers, it is crucial to have a price ceiling.
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