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Question 1.
Answers.
Usually, the demand curve and supply curve are said to shift, that is if all other factors change with exception of price. The movement along the demand and supply curve however, will be experienced if only the price changes and other factors being constant. 
a) A change in the consumer’s income would change the demand curve to either right or to the left side, since the demand curve is affected by the purchasing power of the consumers. The decreased consumer income would shift the demand curve to the left side.
b) At the market for tea, sugar is a complementary good. A fall in the price of sugar would increase the demand for tea and as a result, the demand curve for tea would shift outwards to the right side.
c) A freeze in Columbia would destroy the coffee crop which would adversely affect the supply of coffee beans and as a result of that, less coffee would be produced and thus the supply curve shifts inwards to the left side.
d) There will be a decline in the supply of the good in the market this would have been as a result of the reduced number of firms supplying the good.
e) The occurrence of drought in the market leads to destruction of the peanut crops and thus less would be supplied in the market. Due to this the supply curve to shift inwards to the left side.



Question 2.
Answer: 
A. The price of bicycles rose and therefore the demand for the bicycle went down.  
Question 3;
Answers
a) There is surplus when the price is $0.38 reason being, the total demanded is less than the total amount supplied to the consumers. Then when the price is at $0.34, there is shortage in that the total demanded is less than what the market is able to supply to the consumers.
b) Graph
D

The equilibrium usually is a point on the graph where both the demand and supply curve intersect. The equilibrium above the graph is at point D. The equilibrium price and quantity lies in between $0.36 and 700 respectively.

C) There is surplus at the price $0.38.The demand is 525 units and the supply is 1500 units. The difference between the quality supplied and demand is the amount of surplus.
We calculate the amount of the surplus as follows;
Surplus= quality supplied – quality demanded.
              =1500 – 525
               =975 units
Thus the surplus is 975 units *0.38
                                $370.5

Question 4;
[bookmark: _GoBack]Answers;
a) A fall in the price of the flour.
Explanation
A fall in the price of flour obviously makes cost of the bagels fall thus leading to price of bagels to decrease. Bagels and cream cheese demand will increase this will be due to the price reduction of bagels.
b) An increase in the price of the milk.
Explanation
The rise of milk price makes the cost of production of the cream cheese increase. Those who supply will buy less cream cheese at a relatively high cost. Having constant demand, redused supply causes a rise in the equilibrium of the cream cheese.
quality supplied	0.38	0.37	0.36	0.35	0.34	1500	1000	700	600	550	quantity demanded	0.38	0.37	0.36	0.35	0.34	525	600	700	900	1200	QUANTITY
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