
Lecture 2(ii) 
 

Announcements 
 

Aplia experiments this week.   
Times for large lectures: 
001AL  Fri 9:05-9:30 am 
001MZ Fri 9:30-9:55 am 
022AL  Fri 10:10-10:35 am 
022MZ  Fri 10:35-11:00 am 
Times for small lectures announced 
in class.     
 
Note: just go to Aplia.com at the 
scheduled time.  You can log on from 
anywhere on campus.  
 
 

Lecture 
 
1.  Excess Demand and Supply 
Again 
 
2.  Shifting Supply and Demand 
Curves 
(In equilibrium to start.  But then S 
or D shifts, or both.  
What happens?) 





along

law of demand)





Go back to initial equilibrium in 
market for corn 
 
(With Supply Curve from earlier in 
class) 
 
Equilibrium when Oil Price = $40 
 
 
 
Equilibrium when Oil Price = $80 
 
 
 
Effect of increase in Oil Price? 
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Facts: Avg Prices in June by Year 
Year $ Price Barrel 

of Oil (WTI)  
$ Price 
Bushel Corn 

2004 38 2.79 
2005 56 2.03 
2006 71 2.14 
2007 67 3.53 
2008 134 5.47 
2009 70 4.01 
2010 75 3.41 
2011 96 6.38 
2012 82 6.37 
2013 96 6.97 
2014 106 4.50 
2015 60 3.58 
2016 49 3.82 
2017 45 3.43 
2018 68 3.67 

 
 
Compare 2004 and 2008 
Then the crisis 2009 
Then 2013 
Then 2017 
Then 2018.  
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Yellow is portion of corn crop going 
to ethanol 

Of course the price of corn depends 
upon many things besides the price 
of a substitute good (oil). 

Like supply!
 2014 had great corn weather, so
no surprizing corn price below
regression line

Like income!
 In June 2008 income growth of
developing countries (particularly
China) was driving up commodity
prices like oil and corn.

What happens when China's income goes up?
1.  Start eating more meat which drives up demand for corn as feed
2. Start driving more cars, which drives up price of oil (and then price 

of corn) 
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Prices of other goods



Own Price

Prices of the everything used to 
produce the good

Number of sellers 

Technology 












