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PRICE MECHANISM

‘ What happens when supply and demand come together?

Supply & demand interact with each other to produce market equilibrium.

Market equilibrium is where the quantity demanded = quantity supplied, resulting in a
stable market price.

Equilibrium price is also called Market Clearing price.
Equilibrium price remains unchanged as long as other factors remain unchanged.
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PRICE MECHANISM

GRAPHICAL REPRESENTATION OF MARKET EQUILIBRIUM
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Previous homework
Q.

Which among the following affects the quantity supplied of a good, other than its own
price?

(a) Technological advancements

(b) Climate change

(c) Political involvements

(d) Income of buyers

Answer: Option D
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