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[bookmark: _GoBack]Changes in Demand and Supply
When a market is in equilibrium, the price of a good or service tends to remain the same. This is the price at which the quantity demanded is equal to the quantity supplied. A shift in the demand or the supply curve often leads to changes in the equilibrium price and quantity. A shift in demand is caused by alteration in some factors such as consumer population, an expectation of price changes in future, changes in tastes and preferences, income, price of substitutes, and price of complementary goods (Klingensmith, 2019). A shift in supply is caused by some factor changes including number of firms, expected price changes in future, taxation policy, state of technology, price of other goods, and price of factors of production.
A typical increase in demand with the supply remaining constant tends to push both the equilibrium price and quantity upwards. This is because there are more people willing to buy the product meaning a higher quantity will be sold. When the demand of a product increases it also tends to push the price up hence a higher equilibrium price. A decrease in demand tends to push both the equilibrium price and quantity downwards (Klingensmith, 2019). When there are less people buying a product, i.e. a decrease in demand, the equilibrium quantity reduces and in order to make sales, the price of the goods has to move downwards as well.
A typical increase in supply with the demand remaining constant tends to push the equilibrium price downwards while the equilibrium quantity rises. This is because there are more goods being supplied while the demand did not change. The quantity increases while the price falls. When supply decreases while demand remains constant, the equilibrium price will rise while the equilibrium quantity will fall (Klingensmith, 2019). This is because there are fewer goods being supplied to the market.
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