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When prices rise, demand decreases: when demand decreases prices fall: so one reads in
most textbooks of economics. However, the decrease in demand is caused by the supposition
that the rising prices will be followed by an inevitable decline in the near future, and by a
reluctance to buy deriving from this assumption. If people did not expect this and assumed
simply that prices, they would hunt for things to buy, thus causing an increase in demand.
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When prices rise, demand decreases. If demand decreases prices fall. That, at least, is what
it says in most textbooks of economics. However, the reason for the decrease in demand is
that people assume that following the rise in prices there will be an inevitable turn-about
leading to fall in the near future, an assumption which makes them reluctant to buy. If they
did not have this expectation but thought that prices would go on rising in the future, they

would, on the contrary, set about buying all they could, and demand would increase.
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