ECON 1150 ASSIGNMENT 4

i. SLOPE and the INTERCEPT AND the resulting INVERSE and NORMAL Demand curves.
Let y = Quantity of brushes sold and x = prices
From the estimates we have (150, 15000) and (350, 7000) for (x, y) and (x1, y1) respectively 
Using the point/slope formula, 

 (Opening the brackets and collecting like terms)


The slope-intercept equation is   where m is the slope and b is the y-intercept for which x = 0. We can get b by substituting m and (x1, y1) = (350, 7000) which gives 

we cannot insert 40 instead of -40 because doing so will change the original demand curve,. It should remain as it was obtained earlier. 

The final slope-intercept equation is 
Therefore, the slope is -40 and intercept is 21000.
The respective normal demand curve equation is Q = -40P + 21000
The inverse demand curve equation is obtained by making P, Price the subject of the formula;



The normal demand curve follows the equation Q = -40P + 21000 

The inverse demand curve have the equation P = -0.025Q + 525 

ii. Own-Price Elasticity of Demand (or the Demand Elasticity) 
For the normal curve, equation is Q = -40P + 21000
At p = $175, Q = -40*175 + 21000 = 14000 brushes
At p = $200, Q = -40*200 + 21000 = 13000 brushes
[bookmark: _GoBack]The quantities demanded will fall from 14000 brushes to 13000 brushes when the price is increased from $175 to $200.
Own-Price Elasticity of Demand = 
Dividing both sides by five gives 

Own-Price Elasticity of Demand =  = -0.56 whose absolute value in 0.56
Using the point price elasticity,  
 giving an absolute value of 0.5 
iii. The “sign” and the “magnitude” of the elasticity 
The demand elasticity is relatively inelastic at the selected interval. An increase of 1% in the price provokes a decrease of 0.56% in the quantity demanded. The magnitude imply the type of price elasticity while the sign indicate the relationship between price and quantity reaction. If negative, then an inverse reaction is expected. 
iv. Income Elasticity?
Elasticity of Demand = 
	
If the constant change is 4000, let original be x and the next point would be x + 4000


v. The sign of the elasticity indicates the different types of products affected. In the case where the elasticity sign is positive, then a normal product is involved. Here, if the income rises, the demand of the normal product also rises. If negative, then an inferior product is involved. The negativity indicates that if the income rises, then the demand of the inferior product falls. 
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