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The Crystal Ball Effect: How Future Price Expectations Shape Supply
and Demand

Open-Ended Response Answer Key

1. One recent event where expectations about future prices influenced
supply and demand was the anticipation of a new gaming console
release. Gamers and consumers expected a new, improved console to be
launched in a few months. As a result, the demand for the current console
decreased because many potential buyers decided to wait for the new
release. Retailers and manufacturers, aware of this expectation, might
have adjusted their supply by reducing production of the current console.
When the new console was eventually released, demand surged, and
prices remained stable or increased. This situation had implications for both
consumers, who had to decide whether to wait or purchase the current
console, and businesses, which needed to manage inventory and
marketing strategies accordingly.

2. As a consumer, my expectations about future prices might affect my
purchasing decisions. For example, if | expect the price of a popular
electronic gadget to drop during a holiday sale, | might postpone my
purchase until the sale event to save money. This expectation could
influence my choice of timing for buying the product, and | might actively
search for information about upcoming sales and promotions to make an
informed decision.

3. Understanding and considering expectations about future prices is
essential for consumers and businesses in making informed economic
decisions. For consumers, it helps in managing their finances and making
purchases at the right time to maximize savings. For businesses, it guides
pricing and inventory strategies to meet consumer expectations and
respond to changes in demand. Failing to consider these expectations can
lead to missed opportunities or unexpected challenges in the market,
affecting both consumers and businesses.
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