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FIGURE 9.1
Deriving Home's Import Demand Curve

As the price of the good increases, Home consumerns demand less, while Home producers
supply more, so that the demand for imports declines
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FIGURE 9.2
Deriving Foreign’s Export Supply Curve

As the price of the good rises, Foreign producers supply more while Foreign consumers
demand less, so that the supply available for export rises.

HGURE 9.3

World Equilibrium

The equilibrium world price &
where Home import demand
(MD curve) equals Foreign export
supply (XS curve).
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(3)

Home demand - Home supply = Foreign supply - Foreign demand.

By adding and subtracting from both sides, this equation can be
rearranged to say that

Home demand + Foreign demand = Home supply + Foreign supply
or, in other words,

World demand = World supply

Juslal (5)1.9 Y.



