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Academic research in economics and finance has traditionally focused on the pricing of capital assets, such as shares and bonds.
The pricing of consumption assets, mathematically speaking, is an area that has received little attention.
This is unfortunate as many important economic effects can be investigated through the modelling of prices and volumes of productive activity.
This book outlines a model of the pricing of consumption assets that I first began work on in my 20’s.
It quantifies in a mathematical way the effect of supply and demand on asset prices.
The term ‘consumption assets’ is used here quite broadly, and can include land and buildings. It would not generally include financial assets.
This model can be used for a variety of purposes, such as modeling an example society and the wealth, trading and asset pricing associated with it.
This work has not been peer reviewed or published.
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The model is shown below.

 		    Desirability
	Price = 
		    Volume + 1

In this model the term ‘desirability’ is a numeric value that represents how desirable an individual finds the asset in question.
This is a personal value that is different for each individual, for each asset.
There are no units or physical range associated with the ‘Desirability’ value, a set of nominal numeric values should be assigned to it for each model that is built.
 ‘Volume’ is the volume of that asset that the individual currently holds.
The model will produce a different ‘price’ for the asset for each person, and trading between individuals occurs when the prices are different.
In the simulations I assumed that the trade transaction occurred at the mid-point of the prices set by the buyer and the seller.
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This model is quite general and is particularly suited to building simulations to investigate various economic effects in society.
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Simulations using this model of wealth and trading in a society produced the following results, some of which are common sense while others are counter-intuitive.
1. A person with high desire for something they don’t currently hold ends up with nothing because they give up huge amounts for very little.
2. Alternatively, the person who holds the items that OTHERS have desire for ends up with the most.
3. Having a high desire for what you already hold is good (helps you keep more) because you don’t give up much in possible trading.
4. In a steady-state condition, a sudden decrease in wealth for one party actually gets WORSE for that party, with even more distributed to other parties (desperation trading), before a new equilibrium is established.
5. If an additional volume of a product is injected into a system, the steady-state market price of that commodity falls, and vice versa.
6. An increase in desirability of a commodity increases the commodity’s market price.


