PROPERTY SUPPLY AND DEMAND pdf
1: Supply and demand - Wikipedia
The law of supply and demand dictates the equilibrium price of a property. When there is a high demand for properties
in a particular city or state and a lack of supply of quality properties, the.

Overview of real estate markets[ edit ] The main participants in real estate markets are: These people are both
owners and tenants. They purchase houses or commercial property as an investment and also to live in or
utilize as a business. These people are pure investors. They do not consume the real estate that they purchase.
Typically they rent out or lease the property to someone else. These people are pure consumers. These people
prepare raw land for building, which results in new products for the market. These people supply refurbished
buildings to the market. This group includes banks , real estate brokers , lawyers, and others that facilitate the
purchase and sale of real estate. In order to apply simple supply and demand analysis to real estate markets, a
number of modifications need to be made to standard microeconomic assumptions and procedures. In
particular, the unique characteristics of the real estate market must be accommodated. Real estate is durable. A
building can last for decades or even centuries, and the land underneath it is practically indestructible. The
stock of real estate supply in any period is determined by the existing stock in the previous period, the rate of
deterioration of the existing stock, the rate of renovation of the existing stock, and the flow of new
development in the current period. The effect of real estate market adjustments tend to be mitigated by the
relatively large stock of existing buildings. Every unit of real estate is unique in terms of its location, the
building, and its financing. This makes pricing difficult, increases search costs, creates information asymmetry
, and greatly restricts substitutability. To get around this problem, economists, beginning with Muth , define
supply in terms of service units; that is, any physical unit can be deconstructed into the services that it
provides. Olsen describes these units of housing services as an unobservable theoretical construct. Housing
stock depreciates, making it qualitatively different from new buildings. The market-equilibrating process
operates across multiple quality levels. Further, the real estate market is typically divided into residential,
commercial, and industrial segments. It can also be further divided into subcategories like recreational,
income-generating, historical or protected, and the like. The costs include search costs, real estate fees,
moving costs, legal fees, land transfer taxes, and deed registration fees. Transaction costs for the seller
typically range between 1. The market adjustment process is subject to time delays due to the length of time it
takes to finance, design, and construct new supply and also due to the relatively slow rate of change of
demand. Because of these lags, there is great potential for disequilibrium in the short run. Adjustment
mechanisms tend to be slow relative to more fluid markets. Both an investment good and a consumption good.
Real estate can be purchased with the expectation of attaining a return an investment good , with the intention
of using it a consumption good , or both. These functions may be separated with market participants
concentrating on one or the other function or combined in the case of the person that lives in a house that they
own. This dual nature of the good means that it is not uncommon for people to over-invest in real estateâ€”that
is, to invest more money in an asset than it is worth on the open market. Real estate is locationally immobile
save for mobile homes , but the land underneath them is still immobile. Consumers come to the good rather
than the good going to the consumer. Because of this, there can be no physical marketplace. This spatial fixity
means that market adjustment must occur by people moving to dwelling units, rather than the movement of the
goods. For example, if tastes change and more people demand suburban houses, people must find housing in
the suburbs, because it is impossible to bring their existing house and lot to the suburb even a mobile home
owner, who could move the house, must still find a new lot. Spatial fixity combined with the close proximity
of housing units in urban areas suggest the potential for externalities inherent in a given location. Demand for
housing[ edit ] The main determinants of the demand for housing are demographic. But other factors, like
income, price of housing, cost and availability of credit , consumer preferences, investor preferences, price of
substitutes, and price of complements, all play a role. The core demographic variables are population size and
population growth: But this is an oversimplification. It is necessary to consider family size, the age
composition of the family, the number of first and second children, net migration immigration minus
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emigration , non-family household formation, the number of double-family households, death rates , divorce
rates , and marriages. In housing economics, the elemental unit of analysis is not the individual, as it is in
standard partial equilibrium models. Rather, it is households, which demand housing services: The size and
demographic composition of households is variable and not entirely exogenous. It is endogenous to the
housing market in the sense that as the price of housing services increase, household size will tend also to
increase. Empirical measures of the income elasticity of demand in North America range from 0. If permanent
income elasticity is measured, the results are slightly higher Kain and Quigley because transitory income
varies from year to year and across individuals, so positive transitory income will tend to cancel out negative
transitory income. Many housing economists use permanent income rather than annual income because of the
high cost of purchasing real estate. For many people, real estate will be the costliest item they will ever buy.
The price of housing is also an important factor. The price elasticity of the demand for housing services in
North America is estimated as negative 0. The equality indicates that the money spent on all the goods and
services must be equal to the available income. Because this is unrealistic, the model must be adjusted to allow
for borrowing and saving. A measure of wealth, lifetime income, or permanent income is required. The model
must also be adjusted to account for the heterogeneity of real estate. This can be done by deconstructing the
utility function. Market demand is calculated by summing all individual household demands. The quantity of
new supply is determined by the cost of these inputs, the price of the existing stock of houses, and the
technology of production. For a typical single-family dwelling in suburban North America, approximate cost
percentages can be broken down as follows: Multi-unit residential dwellings typically break down as follows:
However, these subdivision and building code costs typically increase the market value of the buildings by at
least the amount of their cost outlays. This production function must, however, be adjusted to account for the
refurbishing and augmentation of existing buildings. To do this, a second production function is constructed
that includes the stock of existing housing and their ages as determinants. The two functions are summed,
yielding the total production function. Alternatively, a hedonic pricing model can be regressed. The long-run
price elasticity of supply is quite high. George Fallis estimates it as 8. Supply price elasticity depends on the
elasticity of substitution and supply restrictions. There is significant substitutability, both between land and
materials and between labour and materials. In high-value locations, multi-story concrete buildings are
typically built to reduce the amount of expensive land used. As labour costs have increased since the s, new
materials and capital-intensive techniques have been employed to reduce the amount of labour used. However,
supply restrictions can significantly affect substitutability. In particular, the lack of supply of skilled labour
and labour union requirements can constrain the substitution from capital to labour. Land availability can also
constrain substitutability if the area of interest is delineated i. Land-use controls such as zoning bylaws can
also reduce land substitutability. In the adjacent diagram, the stock of housing supply is presented in the left
panel while the new flow is in the right panel. There are four steps in the basic adjustment mechanism. First,
the initial equilibrium price Ro is determined by the intersection of the supply of existing housing stock SH
and the demand for housing D. This rent is then translated into value Vo via discounting cash flows. Value is
calculated by dividing current period rents by the discount rate, that is, as a perpetuity. Then value is compared
to construction costs CC in order to determine whether profitable opportunities exist for developers. The
intersection of construction costs and the value of housing services determine the maximum level of new
housing starts HSo. Finally the amount of housing starts in the current period is added to the available stock of
housing in the next period. In the next period, supply curve SH will shift to the right by amount HSo.
Adjustment with depreciation[ edit ] The diagram to the right shows the effects of depreciation. If the supply
of existing housing deteriorates due to wear, then the stock of housing supply depreciates. Because of this, the
supply of housing SHo will shift to the left to SH1 resulting in a new equilibrium demand of R1 since the
number of homes decreased, but demand still exists. The increase of demand from Ro to R1 will shift the
value function up from Vo to V1. As a result, more houses can be produced profitably and housing starts will
increase from HSo to HS1. Then the supply of housing will shift back to its initial position SH1 to SHo.
Increase in demand[ edit ] The diagram on the right shows the effects of an increase in demand in the short
run. If there is an increase in the demand for housing, such as the shift from Do to D1 there will be either a
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price or quantity adjustment, or both. For the price to stay the same, the supply of housing must increase. That
is, supply SHo must increase by HS. Increase in costs[ edit ] The diagram on the right shows the effects of an
increase in costs in the short-run. If construction costs increase say from CCo to CC1 , developers will find
their business less profitable and will be more selective in their ventures.
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2: Unit 1, Principles Of Value
Real estate prices depend on the law of supply and www.enganchecubano.com the demand for property is high but
property is scarce, prices skyrocket and it becomes a seller's market.

Coming off two years with all-time records, we felt that both sales volumes and values had to correct given
how values had gotten so far ahead of fundamentals. The supply of available properties for sale appears to be
lower this year than last year. This is likely in response to downward pressure that has been exerted on
property values based upon market conditions. Thus far, different property types are performing in different
ways. Land values are off by double-digit percentages with the magnitude of these reductions varying based
on location, mostly because of the perceived softness of the residential condominium market. The hotel sector
is facing headwinds as capitalization rates are up and many of the properties that have been put on the market
have not sold. These conditions are not surprising as the land and hotel markets are the two market sectors that
react earliest to changes in market conditions. Office buildings and multifamily properties are still hanging in
very well with excessive demand continuing to keep values at elevated levels. Retail properties are somewhere
in the middle. They are still trading at expected price levels, but there are fewer buyers who are competing at
the aggressive end of the pricing spectrum. Given the cracks that are appearing on the property value side of
the equation, sellers are not putting as many properties on the market as we saw last year. This reduction in
supply has a profound impact on the sales market. This is because the demand almost always exceeds supply
given the attractiveness of New York as a destination for both foreign and domestic capital the notable recent
exception was when supply ballooned as the Resolution Trust Corporationâ€”RTCâ€”was dumping thousands
of properties from failed banks. Therefore, as values rise, supply rises as discretionary sellers take advantage
of increased values. The greater the supply, the more properties sell. Demand for real estate assets here is still
extraordinarily strong but not quite as robust as we have seen over the past several years. The big motivating
factors in markets are fear and greed. It appears that fear is starting to become more prominent among market
participants and has forced some buyers temporarily to the sidelines. There is still very significant widespread
demand from local investors, investors from across the United States as well as tremendous demand from
international buyers. Notwithstanding economic challenges seen across most of the world as evidenced by the
negative interest rate policy being adopted by many countries , we still have tremendous demand from foreign
buyers. So with downward pressure on values, supply is edging downward. Coupled with less robust demand,
it would appear that our forecast could hold. Clearly, it is far too early to judge how the entire year will play
out, but to say that will be a transitional and interesting year, from an investment sales perspective, is an
understatement.
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3: DSR data - scoring supply and demand
Apartment Unit Supply and Demand. The simple analysis presented above estimated that the demand for rental units in
was around , Consider a situation where the Orlando metropolitan area had a supply of , multifamily units that year and
a vacancy rate of %.

Buyers buy the present worth of future benefits. This principle affirms that value arises by means of
anticipated benefits money or amenities to be derived from a property in the future. When buying a home, the
purchaser anticipates certain benefits that will accrue in future years, and bases the purchase price on the
present worth of those anticipated future benefits. Maximum value is maintained through balance. Value is
created and maintained when there is equilibrium in the amount and location of essential types of real estate.
The factors of production - labour, coordination, capital, and land - must be in proper balance in order to
maintain maximum value. Loss in value will result if there are less services and agencies than a
neighbourhood needs, or more services or agencies than a neighbourhood can support. For example,
Neighbourhood can be adequately serviced by three medium-sized malls. Optimum customers to malls ratio is
disrupted. Specific malls may succeed, but undoubtedly none will achieve the usual revenues and profits.
Lowered revenues and profits translate into lower values. A value today is valid only for today. Change is the
law of life, the law of cause and effect. Nothing in this world remains static. What happens today will be
history tomorrow. This is the reason why every value estimate must be made "as of" a given date. Our cities,
neighbourhoods, and individual properties are constantly undergoing the process of change through the
evolutionary stages of growth, stability, and decline. Thus, this principle is important when analysing a
neighbourhood and an appraiser must observe and estimate the stage in the life cycle of the neighbourhood in
which that property is located. The next day a major plant closing is announced causing thousands to become
jobless. Nothing remains static in the marketplace. Excess profit breeds ruinous competition. This is based on
the law of competition, which affirms that excessive profits in any line of business will tend to breed
competition which, in turn, tends to destroy profits. For example, One variety store in a stable residential area
obtains reasonable return. Revenue and profits and value drop for all four. Nevertheless, competition is
generally considered as a benefit to the real estate trade. It produces increased efficiency in developing and
operating properties, economic rents, and realistic prices. Reasonable conformity to existing standards protects
value To maintain maximum value, land must be utilized to reasonably conform with the existing standards of
the area. The word reasonable is used to denote the degree of conformity. For example, too much conformity
results in monotony, which could be as detrimental to value as not having any conformity at all. In residential
areas, variety in the styling of buildings of the same quality presents a more pleasing appearance than rows of
identical houses. In summary, Land must be utilized to reasonably conform with the existing standards of the
area in order to maintain maximum value. House built among similar houses; value maintained for all houses.
Two related principles are Regression and Progression. Principle of Regression - Between dissimilar
properties, the value of the better property will be affected adversely by the presence of the property of lesser
value. Principle of Progression - In the case of dissimilar properties, the value of the poorer property will be
affected positively by the presence of the property of higher value. Principle of Consistent Use: No double
dipping when analyzing value. This principle affirms that when improved land is in a state of transition to
another highest and best use, it cannot be appraised with one use allocated to the land and another to the
building or other improvements. The use of all real property components during an appraisal must remain
consistent. For example, A rundown house sits on a valuable lot. Value relates to contribution not cost. This
principle affirms that the value of any component of a property is measured by how much it adds to the market
value or net income by reason of its presence, or detracts from market value or net income by its absence.
Value relates to contribution to net income or market value not to cost. Principle of External Factors: Things
nearby can influence value. A variety of external factors are beyond the control of the property owner.
External factors, such as government regulations, economic conditions within the area or province, the loss of
a major employer in the area, etc. Principle of Highest and Best Use: Focus on use that will produce greatest
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return Fundamental to any appraisal is the selection by the appraiser of that single use that develops the
highest value in the subject property. Highest and best use may be defined as that use which, at the time of the
appraisal is most likely to produce the greatest net return in money in amenities over a given period of time.
Net return may be monetary as with an income-producing property or may, in the case of single-family
residence, take the form of amenities such as pride of ownership, comfort, convenience, etc. If this is not so,
the appraiser, in selecting the highest and best use, must ensure that the projected use is one that is
permissible, that the property is physically adaptable to it, and that there is a demand for such use. More is not
necessarily better This principle affirms that larger and larger amounts of the factors in production will
produce greater and greater returns up to a certain point - the law of increasing returns. At this point, the
maximum will have been developed - point of diminishing returns. Any additional expenditure will not
produce a return commensurate with the additional investment - the law of decreasing returns. Buyers look for
"best bang for the buck". This principle affirms that where a property is replaceable, its upper limit of value
tends to be set by the cost of acquiring a similar and equally desirable property provided that there is no delay
in making the acquisition. A prudent buyer would pay no more than the cost of acquiring such a substitute on
the open market. For example, Buyer looks at two virtually identical homes: A prudent buyer purchases the
resale property. Principle of Supply and Demand: Market forces are always at work. The law of supply and
demand affirms that the greater the amount of a commodity on the market; the cheaper will be its price. Value
or price will react to changes in supply and demand of any commodity. If the supply increases but the demand
remains constant, price will decrease. If the demand increases, but the supply remains constant, price will
increase. If both supply and demand increase or decrease proportionately, price will remain relatively stable.
The value of real estate tends to be set at the point at which supply and demand are equal. The importance of
this principle is obvious when we consider the effect on prices where the supply of new homes is increased
without a corresponding increase in demand. In summary, Market value is determined by the interaction of the
forces of supply and demand as of the date of the appraisal. Lots of houses, few buyers: Few houses, lots of
buyers: Net income flows to the land. Before describing this principle, it is necessary to discuss factors of
production. In the operation of an income-producing property, there are three levels of return that are
necessary, and a fourth - the land - that can command only the residual income with no fixed or necessary rate
of return. These four levels of return are called The Factors of Production and must be satisfied in the
following order: The costs of labour, i. Both natural law and statute law require that labour be paid promptly
or it will become unavailable to the property. After all the costs of labour have been satisfied, the coordinating
expenses must be paid. These are all of the expenses necessary to the proper functioning of the property public utilities, property taxes, insurance premiums, supplies, repairs, etc. As an example, if the costs of public
utility services for a rental property are not paid, the services will be discontinued and, as a result, the property
becomes unrentable. These costs must therefore be paid after the claim of labour has been satisfied, but before
any income can be assigned to capital or land. Capital is the third level of return in the productive
rent-producing program. Its claim upon the gross income is subordinate to those of labour or coordination but
superior to that of the land. If a reasonable return on capital invested in the improvements on the land is not
forthcoming, then the well of funds for such investments will dry up. Because improvements buildings,
equipment, furnishings, etc. Land, the natural resource: Last in order of the demands made on the income that
a property produces is the claim of land. There can be no net income to land until the costs of labour,
coordination, and capital have been met, and that is why it is said that land is residual in nature. It is the
surplus income to land that largely determines its value and, with well-developed real estate, the land should
yield a reasonable return based on its current realistic value. The Principle of Surplus productivity relates to
the net income remaining after all expenses necessary to the operation have been paid and the capital invested
in improvements has been satisfied. This remaining net income is imputable to the land and tends to fix its
value.
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4: Supply and Demand and the Housing Market | Investopedia
A market analysis provides useful information needed to evaluate the supply and demand conditions for particular types
of real estate. For example, investors considering the purchase or development of office space value the property based
on future expected cash flows generated from rent.

Joseph Nguyen March 13, â€” The size and scale of the real estate market make it an attractive and lucrative
sector for many investors. This article will look at some of the main factors that affect the real estate market
and the variety of investments available. Factors That Influence Real Estate Demographics Demographics are
the data that describes the composition of a population, such as age, race, gender, income, migration patterns
and population growth. These statistics are an often overlooked but significant factor that affects how real
estate is priced and what types of properties are in demand. Major shifts in the demographics of a nation can
have a large impact on real estate trends for several decades. For example, the baby boomers who were born
between and are an example of a demographic trend with the potential to significantly influence the real estate
market. The transition of these baby boomers to retirement is one of the more interesting generational trends in
the last century, and the retirement of these baby boomers, which began back in , is bound to be noticed in the
market for decades to come. For more on the baby-boomer trend, see Boomers: Twisting The Retirement
Mindset. There are numerous ways this type of demographic shift can affect the real estate market, but for an
investor, some key questions to ask might be: Or ii How would this affect the demand for larger homes if
incomes are smaller and the children have all moved out? These and other questions can help investors narrow
down the type and location of potentially desirable real estate investments long before the trend has started.
Interest Rates Interest rates also have a major impact on the real estate markets. That is because the lower
interest rates go, the lower the cost to obtain a mortgage to buy a home will be, which creates a higher demand
for real estate, which again pushes prices up. When interest rates decline, the value of a bond goes up because
its coupon rate becomes more desirable, and when interest rates increase, the value of bonds decrease. When
interest rates increase, the yield on an REIT becomes less attractive and it pushes their value down. The
Economy Another key factor that affects the value of real estate is the overall health of the economy. This is
generally measured by economic indicators such as the GDP , employment data, manufacturing activity, the
prices of goods, etc. Broadly speaking, when the economy is sluggish, so is real estate. However, the
cyclicality of the economy can have varying effects on different types of real estate. For example, if an REIT
has a larger percentage of its investments in hotels, they would typically be more affected by an economic
downturn than an REIT that had invested in office buildings. Hotels are a form of property that is very
sensitive to economic activity due to the type of lease structure inherent in the business. Renting a hotel room
can be thought of as a form of short-term lease that can be easily avoided by hotel customers should the
economy be doing poorly. Tax credits , deductions and subsidies are some of the ways the government can
temporarily boost demand for real estate for as long as they are in place. Being aware of current government
incentives can help you determine changes in supply and demand and identify potentially false trends. For
example, in , the U. According to the National Association of Realtors NAR , this tax incentive alone led to ,
homebuyers to buy homes. This was quite a sizable increase, although temporary, and without knowing the
increase was a result of the tax incentive, you may have ended up concluding that the demand for housing was
going up based on other factors. The size and scale of the real estate market make it an attractive and lucrative
market for many investors. Investors can invest directly in physical real estate or choose to invest indirectly
through managed funds. Investing directly in real estate involves purchasing the residential or commercial
property to use as an income-producing property or for resale at a future time. Indirect ways to invest in the
real estate market include investing in real estate investment trusts REITs , real estate exchange traded funds
ETFs , commingled real estate funds CREFs and infrastructure funds. Due to the higher liquidity available in
the market, the lower transaction costs and lower capital requirements , average investors prefer to indirectly
invest in real estate. The Bottom Line This article introduced some of the higher-level factors that play a
significant role in moving the real estate market, but there are also more complex parts that come in to play.
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And although some of these aforementioned factors suggest a clear-cut relationship between the factor and the
market, in practice, the results can be very different. However, understanding the key factors that drive the real
estate market is essential to performing a comprehensive evaluation of a potential investment.
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5: Supply and Demand in the Current Sales Market â€“ Commercial Observer
Best Answer: Supply and demand is a schedule to buy or sell at every price level. It is a law of demand that in the case
of normal goods, price increase will reduce quantity demanded. It is a law of demand that in the case of normal goods,
price increase will reduce quantity demanded.

Graphical representations[ edit ] Although it is normal to regard the quantity demanded and the quantity
supplied as functions of the price of the goods, the standard graphical representation, usually attributed to
Alfred Marshall , has price on the vertical axis and quantity on the horizontal axis. Since determinants of
supply and demand other than the price of the goods in question are not explicitly represented in the
supply-demand diagram, changes in the values of these variables are represented by moving the supply and
demand curves often described as "shifts" in the curves. By contrast, responses to changes in the price of the
good are represented as movements along unchanged supply and demand curves. Supply schedule[ edit ] A
supply schedule is a table that shows the relationship between the price of a good and the quantity supplied.
Under the assumption of perfect competition , supply is determined by marginal cost. That is, firms will
produce additional output while the cost of producing an extra unit of output is less than the price they would
receive. A hike in the cost of raw goods would decrease supply, shifting costs up, while a discount would
increase supply, shifting costs down and hurting producers as producer surplus decreases. By its very nature,
conceptualizing a supply curve requires the firm to be a perfect competitor i. This is true because each point
on the supply curve is the answer to the question "If this firm is faced with this potential price, how much
output will it be able to and willing to sell? Economists distinguish between the supply curve of an individual
firm and between the market supply curve. The market supply curve is obtained by summing the quantities
supplied by all suppliers at each potential price. Economists also distinguish the short-run market supply curve
from the long-run market supply curve. In this context, two things are assumed constant by definition of the
short run: In the long run, firms have a chance to adjust their holdings of physical capital, enabling them to
better adjust their quantity supplied at any given price. Furthermore, in the long run potential competitors can
enter or exit the industry in response to market conditions. For both of these reasons, long-run market supply
curves are generally flatter than their short-run counterparts. The determinants of supply are: Production costs
are the cost of the inputs; primarily labor, capital, energy and materials. Following the law of demand , the
demand curve is almost always represented as downward-sloping, meaning that as price decreases, consumers
will buy more of the good. The demand schedule is defined as the willingness and ability of a consumer to
purchase a given product in a given frame of time. It is aforementioned that the demand curve is generally
downward-sloping, and there may exist rare examples of goods that have upward-sloping demand curves. Two
different hypothetical types of goods with upward-sloping demand curves are Giffen goods an inferior but
staple good and Veblen goods goods made more fashionable by a higher price. By its very nature,
conceptualizing a demand curve requires that the purchaser be a perfect competitorâ€”that is, that the
purchaser has no influence over the market price. This is true because each point on the demand curve is the
answer to the question "If this buyer is faced with this potential price, how much of the product will it
purchase? Prices of related goods and services. Number of potential consumers. Equilibrium[ edit ] Generally
speaking, an equilibrium is defined to be the price-quantity pair where the quantity demanded is equal to the
quantity supplied. It is represented by the intersection of the demand and supply curves. A situation in a
market when the price is such that the quantity demanded by consumers is correctly balanced by the quantity
that firms wish to supply. In this situation, the market clears. Practical uses of supply and demand analysis
often center on the different variables that change equilibrium price and quantity, represented as shifts in the
respective curves. Comparative statics of such a shift traces the effects from the initial equilibrium to the new
equilibrium. Demand curve When consumers increase the quantity demanded at a given price, it is referred to
as an increase in demand. Increased demand can be represented on the graph as the curve being shifted to the
right. At each price point, a greater quantity is demanded, as from the initial curve D1 to the new curve D2. In
the diagram, this raises the equilibrium price from P1 to the higher P2. This raises the equilibrium quantity
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from Q1 to the higher Q2. A movements along the curve is described as a "change in the quantity demanded"
to distinguish it from a "change in demand," that is, a shift of the curve. The increase in demand could also
come from changing tastes and fashions, incomes, price changes in complementary and substitute goods,
market expectations, and number of buyers. This would cause the entire demand curve to shift changing the
equilibrium price and quantity. Note in the diagram that the shift of the demand curve, by causing a new
equilibrium price to emerge, resulted in movement along the supply curve from the point Q1, P1 to the point
Q2, P2. If the demand decreases, then the opposite happens: If the demand starts at D2, and decreases to D1,
the equilibrium price will decrease, and the equilibrium quantity will also decrease. The quantity supplied at
each price is the same as before the demand shift, reflecting the fact that the supply curve has not shifted; but
the equilibrium quantity and price are different as a result of the change shift in demand. Supply economics
When technological progress occurs, the supply curve shifts. For example, assume that someone invents a
better way of growing wheat so that the cost of growing a given quantity of wheat decreases. Otherwise stated,
producers will be willing to supply more wheat at every price and this shifts the supply curve S1 outward, to
S2â€”an increase in supply. This increase in supply causes the equilibrium price to decrease from P1 to P2.
The equilibrium quantity increases from Q1 to Q2 as consumers move along the demand curve to the new
lower price. As a result of a supply curve shift, the price and the quantity move in opposite directions. If the
quantity supplied decreases, the opposite happens. If the supply curve starts at S2, and shifts leftward to S1,
the equilibrium price will increase and the equilibrium quantity will decrease as consumers move along the
demand curve to the new higher price and associated lower quantity demanded. The quantity demanded at
each price is the same as before the supply shift, reflecting the fact that the demand curve has not shifted. But
due to the change shift in supply, the equilibrium quantity and price have changed. The movement of the
supply curve in response to a change in a non-price determinant of supply is caused by a change in the
y-intercept, the constant term of the supply equation. The supply curve shifts up and down the y axis as
non-price determinants of demand change. Partial equilibrium Partial equilibrium, as the name suggests, takes
into consideration only a part of the market to attain equilibrium. Jain proposes attributed to George Stigler: In
other words, the prices of all substitutes and complements , as well as income levels of consumers are
constant. This makes analysis much simpler than in a general equilibrium model which includes an entire
economy. Here the dynamic process is that prices adjust until supply equals demand. It is a powerfully simple
technique that allows one to study equilibrium , efficiency and comparative statics. The stringency of the
simplifying assumptions inherent in this approach make the model considerably more tractable, but may
produce results which, while seemingly precise, do not effectively model real world economic phenomena.
Partial equilibrium analysis examines the effects of policy action in creating equilibrium only in that particular
sector or market which is directly affected, ignoring its effect in any other market or industry assuming that
they being small will have little impact if any. Hence this analysis is considered to be useful in constricted
markets. Other markets[ edit ] The model of supply and demand also applies to various specialty markets. The
model is commonly applied to wages , in the market for labor. The typical roles of supplier and demander are
reversed. The suppliers are individuals, who try to sell their labor for the highest price. The demanders of labor
are businesses, which try to buy the type of labor they need at the lowest price. The equilibrium price for a
certain type of labor is the wage rate. The money supply may be a vertical supply curve, if the central bank of
a country chooses to use monetary policy to fix its value regardless of the interest rate; in this case the money
supply is totally inelastic. On the other hand, [8] the money supply curve is a horizontal line if the central bank
is targeting a fixed interest rate and ignoring the value of the money supply; in this case the money supply
curve is perfectly elastic. The demand for money intersects with the money supply to determine the interest
rate. This can be done with simultaneous-equation methods of estimation in econometrics. Such methods
allow solving for the model-relevant "structural coefficients," the estimated algebraic counterparts of the
theory. The Parameter identification problem is a common issue in "structural estimation. An alternative to
"structural estimation" is reduced-form estimation, which regresses each of the endogenous variables on the
respective exogenous variables. Macroeconomic uses[ edit ] Demand and supply have also been generalized to
explain macroeconomic variables in a market economy , including the quantity of total output and the general
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price level. The aggregate demand-aggregate supply model may be the most direct application of supply and
demand to macroeconomics, but other macroeconomic models also use supply and demand. Compared to
microeconomic uses of demand and supply, different and more controversial theoretical considerations apply
to such macroeconomic counterparts as aggregate demand and aggregate supply. Demand and supply are also
used in macroeconomic theory to relate money supply and money demand to interest rates , and to relate labor
supply and labor demand to wage rates. History[ edit ] The th couplet of Tirukkural , which was composed at
least years ago, says that "if people do not consume a product or service, then there will not be anybody to
supply that product or service for the sake of price". Hosseini, the power of supply and demand was
understood to some extent by several early Muslim scholars, such as fourteenth-century Syrian scholar Ibn
Taymiyyah , who wrote: On the other hand, if availability of the good increases and the desire for it decreases,
the price comes down. In this description demand is rent: Ricardo, in Principles of Political Economy and
Taxation, more rigorously laid down the idea of the assumptions that were used to build his ideas of supply
and demand. Antoine Augustin Cournot first developed a mathematical model of supply and demand in his
Researches into the Mathematical Principles of Wealth, including diagrams. During the late 19th century the
marginalist school of thought emerged. The key idea was that the price was set by the subjective value of a
good at the margin. In his essay "On the Graphical Representation of Supply and Demand", Fleeming Jenkin
in the course of "introduc[ing] the diagrammatic method into the English economic literature" published the
first drawing of supply and demand curves in English, [14] including comparative statics from a shift of
supply or demand and application to the labor market. Tshilidzi Marwala and Evan Hurwitz in their book [16]
observed that the advent of artificial intelligence and related technologies such as flexible manufacturing
offers the opportunity for individualized demand and supply curves to be generated. This has been found to
reduce the degree of arbitrage in the market, allow for individualized pricing for the same product and brings
fairness and efficiency into the market. Criticisms[ edit ] The philosopher Hans Albert has argued that the
ceteris paribus conditions of the marginalist theory rendered the theory itself an empty tautology and
completely closed to experimental testing. Cambridge economist Joan Robinson attacked the theory in similar
line, arguing that the concept is circular: To a logical purist of Wittgenstein and Sraffa class, the Marshallian
partial equilibrium box of constant cost is even more empty than the box of increasing cost. In scenarios such
as the United States housing bubble , an initial price change of an asset can increase the expectations of
investors, making the asset more lucrative and contributing to further price increases increases until market
sentiment changes, which creates a positive feedback loop and an asset bubble.

Page 11

PROPERTY SUPPLY AND DEMAND pdf
6: Of Property Supply And Demand In Ghana - Ventures Africa
Group Three Describes the Property rights, Supply and Demand, and Honest Government aspects of the Economy.

It said that the rising level of per capita GDP and the growing number of white-collar expatriates continued to
draw a number of developers to the higher end of the market, while gated communities were proliferating in
the wealthier neighbourhoods. The real GDP growth rate year-over-year was estimated at 8. According to the
World Bank, for a population that has now surpassed 25 million, one-third of which is aged between 25 and
54 years, more people means a need for more houses. With an average of , people being added to the
population each year since , and close to 40 percent between the ages of 0 and 14 years, the near future holds
an even greater demand for housing. More than 60 percent of Ashanti, which includes its capital city, Kumasi,
fell into the same category. Notwithstanding, the ratio of houses in rural areas to urban areas is The wealthiest
one percent of Ghanaians are looking for homes in the upmarket suburbs of Accra, Kumasi and in the northern
region city of Tamale, as well as expanding their real estate portfolios by adding investment properties.
Demand is also increasing for an emerging middle class, those who are able to obtain a mortgage. Securing a
mortgage is a major obstacle for residential purchases simply because Ghanaians cannot pay brokers the large
deposits required. This indirectly affects the acceleration of growth and stability across the sector. In , this
figure was 9. A burgeoning construction sector should cause a surge in the number of contractors vying for
bids within Ghana and, more specifically, in the Greater Accra and Ashanti regions. According to the Oxford
Business Group OBG , this is due in part to the significant potential in the Ghanaian market, with energy,
access to capital and industrial diversification for those within the sector plenty of reasons to remain
optimistic. The pair posits that the reasons for construction delay include the relationship between supplier,
contractor, client and consultant, as well as government action, among other things. Developers at Dream
Realty are of the opinion that, because of the absence of competitive, big-name players in the contracting
industry, profits for developments can reach in excess of 40 percent above cost for projects that are in excess
of 50, square metres. The beachfront Riviera project, located in close proximity to Accra High Street,
comprises twin storey buildings, complementing a five-star, roomed hotel. The project should be completed
by end In , Fort S. Ghana , there are plans afoot to build a new city near Cape Three Points, a small peninsula
in the western region of Ghana, located between the coastal towns of Dixcove and Princes Town. The find is
significant because there is now immense potential for rapid real estate development in this southernmost
point of the country, along the Gulf of Guinea. Said the OBG report: While the Western Region and the high
volume segment of the market may be expected to provide the greatest amount of work, there should also be
increasing opportunities for contractors and developers in less volume-driven, higher-value projects in Accra
and elsewhere.
7: How Supply & Demand Affects Housing Prices | Home Guides | SF Gate
The usual laws of supply and demand state that as demand goes up, supply should also go up. And when demand goes
down, supply will also tend to fall. In Dubai, the real estate market has yet to follow this path and everyone is waiting for
it to catch up. For all of the growth in Dubai from their.

8: Triple threat for supply and demand in Spainâ€™s property market. - Survey Spain
How supply and demand relates to property investment When considering the location of your next investment property,
consider the supply of and demand for property in the area. Prices of property tend to move in response to the changes
of demand and supply.

9: 4 Key Factors That Drive The Real Estate Market
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If you are in the market to purchase a home, it is in your best interest to evaluate the current supply and demand for
property within your intended community so that you can secure the best.
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