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ECON 1150
Suppose that Fiat Chrysler estimates that at a price of $19,000.00 they would have North American sales of 167,000 vehicles whereas at a price of $25,000.00, they would achieve sales of 125,000 vehicles. 
i. Using the values provided above, and the “POINT/SLOPE” FORMULA approach demonstrated in class, determine the SLOPE and the INTERCEPT for Fiat Chrysler’s Portal Demand curve. (6 Marks) 
The demand curve is negatively sloped with price (P) in the vertical (y) axis and quantity (Q) in the horizontal (x) axis. Therefore, Fiat Chrysler prices and quantities will be represented as; (167000, 19000) and (125000, 25000) in the form of (x, y)
To obtain the slope and intercept using the Point/slope formula;
Slope: 
y - y1 = x - x1
P – P1 = Q – Q1
I.e. change in Price/change in Quantity 
P = $19,000				P1 = $25,000
Q = 167,000 vehicles 			Q1 = 125,000 vehicles 
Therefore, 
		= (19,000 – 25,000) / (167,000 – 125,000)
			

 				= -6,000/42,000
				= 1/7 or approximately 0.143
NB: The demand curve is negatively sloped, therefore, the negative sign in the value is not indicated in the answer. 
Intercept: 
	y = mx + c
	P = slope (Q) + intercept 
	19,000 = -1/7 (167,000) + intercept 
	Intercept = 19,000 + (167,000/7)
			= 19,000 + 23,857.143 = 42,857.143
			Or  
			We want to obtain a fraction since fractions are exact, therefore:
			=  
NB: We remain with 7 as a denominator since this is an addition sign. Was it a multiplication sign, then we could have simplified it to obtain an exact whole number. 
			= (133,000 + 167,000)/7 = 
			= 
[bookmark: _GoBack]			Or approximately 42,857.143

ii. ii. Given your answer to part i above, write out both the INVERSE DEMAND curve {P = a + b [Q]} AND the “normal” DEMAND curve (Q = a + b [P]} for Fiat Chrysler’s Portal. (6 Marks) 

Normal Demand Curve:
Q = a + b P
a is the intercept, and 
b is the slope
Q =  -  P

Inverse Demand Curve: 
Q =  -  P
To simplify the equation, we multiply through with the Least Common Divisor, LCM which is 7. Thus, we have: 
7*Q = 7* ( -  P) 
7Q = 300,000 – P
Rearranging, we have: 
P = 300,000 – 7Q as the inverse Demand Curve. 

iii. iii. If Fiat Chrysler decided to set the Portal Price to $$22,995.00, how many Portal Vehicles would Fiat Chrysler expect to sell in North America? (3 Marks)

Q =  -  P
Q = Q =  -  (22,995.00)

Q =  – 3,385
= 39,472 vehicles 


