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The paper investigates the behavior of price differential equation model based on economic theory with two delays. The primary
aim of this thesis is to provide a research method to explore the undeveloped areas of the price model with two delays. Firstly, we
modify the traditional price model by considering demand function as a downward opening quadratic function, and supply and
demand functions both depending on the price of the past and the present. Then the price model with two delays is established.
Secondly, by considering the price model with one delay, we get the stable interval. Regarding another delay as a parameter, we
studied the linear stability and local Hopf bifurcation. In addition, we pay attention to the direction and stability of the bifurcating
periodic solutions which are derived by using the normal form theory and center manifold method. Afterwards, the study turns to
simulate the results through numerical analysis, which shows that the provided method is valid.

1. Introduction

Recent developments in mathematical economics and in
problems of business administration have led to extensive
use of differential equation model. Bifurcations and chaos
always show in the contemporary literature of economics as
basic concepts. The paper of Shuhe [1] was the pioneering
work in studying price differential equation model which
provides a dynamic system to investigate sectoral dynamics of
an economy phenomenon. Since demand depends on the past
price, further study on price model with delay can be found in
[2]. Reference [3] focused on the phenomenon of bifurcation
which forms an integral part of qualitative approach to study
dynamical systems. Similarly, [4-6], which investigated the
local Hopf bifurcation and the existence of periodic solutions
of price model, had important consequences for theoretical
and empirical model building in economics. Reference [7]
provided a brief survey of the literature of bifurcation detec-
tions in economic models. The existence of different bifurcate
parameters leads to chaos and the causes of complicated
phenomenon were argued in [8]. In short, few people studied
price model with delay; what is more, no results involving
price model with two delays have occurred.

In order to illustrate the economic phenomena with price
varying accurately, a reasonable mathematical model of price
is needed. Thus, we introduce a traditional price differential
equation model in [1]:

2
: ;z(t) = ud (P (1)) % — by P (t) + pdy — pgo. (V)

The meaning of parameters refers to [1]. We modify the
traditional price differential equation model by considering
the following factors.

Firstly, we denote the correlation coefficient between
demand and price rising rate by 8(P(t)). We consider demand
function as a downward opening quadratic function and
supply function as a linear function:

S(P)=b(P{t)+p)+Cyp b<0, <0, Cy<0. (2)

Secondly, according to the cobweb theory, since manufac-
turers need a production cycle time from obtaining market
information to adjust the production line, the role of price
adjustment lags on the supply function of time. The purchase
of the consumers also depends on the price change and
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decision whether to buy or not. Then, supply and demand
functions both depend on the price of the past and the
present. We introduce two delays 7, 7, to denote supply and
demand functions, which depend on the price of the past,
respectively. A differential system with two delays for price
differential equation model is transformed into the following
form:
d*P(t dP(t-
dtz( ) — M [b(P+ ﬁ)z +CO] (dt 2)

— ubyP (t) — paP (t —7;) + u(dy - go) -

Let P(t) = x(t), dP(t)/dt = y(t), and notice that supply
and demand functions both depend on the price of the past
and the present; then the model is described by the following
autonomous system:

x)=dyO)+ky(t-1,),
J® = ulblx®)+p) +Col y(t-1,) - pbyx (t)  (4)

—pax (t —1) +pu(dy - go) »

where d, k refers to [2]. x(¢) is the price at time ¢, and y(¢) is
the amount of supply at time t; 4 > 0,b, > 0,a > 0,b < 0,
B<0,C,<0.

Different from the previous work in [1, 2, 4], the purpose
of this paper is to investigate the stability of the Hopf
bifurcation and the direction of bifurcation periodic solution
of a price differential equation model with two delays. The
structure of the paper is as follows. In Section 2, linear stabil-
ity and local Hopf bifurcations are studied by using qualitative
methods. In Section 3, we regard 7, as bifurcation parameter
and consider (4) with 7 in its stable interval; the direction of
Hopf bifurcation and the stability of the bifurcation periodic
solutions are derived by using the normal form theory
and center manifold method. Afterwards, the presented
numerical simulations in Section 4 have demonstrated the
theoretical analysis.

(3)

2. Local Stability and Hopf Bifurcation

Obviously, system (4) always has an equilibrium E* =
(x*,y") = ((dy = go)/(by + a),0). In the following, we will
investigate the effect of the delay 7,, 7, on the dynamics of
system (4).

Let u(t) = x(t) — x*, w(t) = y(t) — y*; the linearization of
system (4) at zero steady state is

u(t)=dv(t)+kv(t-1,),
v(t) = p [b(P0 + [3)2 + CO] v(t-1,) (5)

— ubyu (t) — pau (t — ).

For convenience, as in literature of [5], we denote A =
—u[b(Py + B)* + Cy)] > 0, B = ub, > 0,C = pa > 0. Then (5)
become

u®)=dvit)+kv(t-1,),

(6)
V() =—-Av(t-1,) - Bu(t) - Cu(t-1,).
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The corresponding characteristic equation is
A+ Ae ") + Bke ™™ + Cde ™™™ + Cke M™*™) = 0. (7)

To study the stability of equilibrium E* of (4) and Hopf
bifurcation, it is sufficient to analyze the distribution of the
roots of (7). It is stable if all roots of (7) have negative real
parts and unstable if one root has positive real part. In order to
study the characteristic (7) with two delays, we first consider
(7) with one delay. Without loss of generality, we choose 7,
as a parameter and employ Rouche’s theorem in Cooke and
Grossman [9]; we will find the stable interval for 7,. Then
we consider (7) with 7, in its stable intervals. Using Rouche’s
theorem again, regard 7, as a parameter; we will find the
stable interval (depends on 7;) for 7,. Then we obtain the
stable interval for system (4).

Now we analyse the case when 7, = 0; (7) becomes

A%+ A\ + Bk + Cde ™ + Cke ™ = 0. (8)

Using a procedure similar to [10], we make some hypotheses
as follows:

(H1) A* < 4[Bk + Cd + CKk],

(H2) A > 4[Bk + Cd + Ck],

(H3) B*K* < C*(d + k)%,

(H4) B’k*> > C*(d + k)*, 2Bk > A’ and (-2Bk + A*)* >

4[B’K* - C*(d + k)],

(H5) neither (H3) nor (H4).
Obviously, when 7, = 7, = 0, (4) becomes a system of ODE.
Under the hypothesis (H1), all roots of (7) have negative real
partsifand onlyif A > 0; under the hypothesis (H2), all roots
of (8) have negative real parts if and only if A > 0 and Bk +
Cd + Ck > 0. Above all, either (H1) or (H2) holds for 7; =
T, = 0, and all roots of (7) have negative real parts.

Applying the lemma in [9] again, we obtain the following
results.

Lemma 1. For (8), one has the following:

(i) if (H3) holds and 7, = Tflrz then (8) has a pair of purely
imaginary roots tiw,;
(ii) if (H4) holds and T, = Tflrz (res. 7, = Tg) then (8) has
a pair of imaginary roots of tiw, (res. t iw_);
(iil) if (H5) holds and T, > 0, then (8) has no purely
imaginary root, where

, 2Bk - A?
T T

)

1 22 2,2 2 212

i[z(—ZBk+A) _ B% +C(d+k)] :

(1) 1 { (wi - Bk) } 2nm

T, = — arccos
b, Cd + Ck w,

>

2
- Bk
(2) 1 (w— ) 2nmw
T, = —arccosy————r + —, n=20,1,...).
Ln = { Cd + Ck w_ ( )

(10)
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Proof. Let A = iw be the root of (8); we thus have

~w? + Awi + Bk+C(d +k)e ™ =0. 1n
Separating the real and imaginary parts

—w* +Bk+C(d +k) coswt; =0,
(12)
Aw-C(d + k) sinwt, = 0.

Eliminating the harmonic terms gives
Y+ (-2Bk+ A%) o’ + BKP - CP(d+ k> =0.  (13)
Obviously

wf -wi = B> - C*(d + k)%, wf + wi = 2Bk — A%

(14)
From (12) and by direct computation, we obtain w? o Tﬁz, ‘ri rz
The result is straightforward.

Denote the minimum value of 7,, by 7); that is,

min(r,,,) = T?, and
M = 0 (1) + it (11) 5

a, (T{lz) 0,

o, (Tﬁf) 0,

To see if T and T are bifurcation values, we need to
verify if the transversahty conditions hold.

) BT

Wy, (1) = w_.

Lemma 2. The following transversality conditions

(2)
0, fifif:&lL_Ezéllz >0, (16)

dRe ), (TM)
_
dr,

drl
hold.

Proof. Differentiating (8) with respect to 7, yields

d) d) e < ) )
N AL v Clk+d)e™ =z
dr, dr, tCk+de ~h dr,
17)
d) C(k+d)re™

d‘rl T2l+A-C (k+d) Tle’)“l

then we have

Reﬂ—Re{ 2L+ A _ﬂ}_ 2L+ A
dr, Clk+d)de?m L]  C(k+d) e
1 2iw+ A

TCd+k) iw (cos wty —isinwt,)

3 1 Aw sin wt| + 2w* cos wT;
- C(d+k) w? ’
(18)
which satisfied C > 0 and d + kK > 0; then for

Ay, dRedp,(t)/dr, > 0, and for A,,(r2),
dRe ), n(‘r(z))/drl > 0. We complete the proof. O

Thus, we get the distribution of the characteristic roots of

(8).
Lemma 3. For (8), one has the following:

(i) if (H3) and either (1) (H1) A > 0 or (2) (H2) A > 0and
Bk+Cd+Ck > 0 hold, then when T, € [0, Tl ) all roots

of (8) have negative real parts, and when 1, > Tfl) (8)
has at least one root with positive real part;

(ii) if (H4) and either (H1) or (H2) hold, then there are k
switches from stability to instability; that is, when T, €

(szrz,‘r%lzﬂ) n=-1,0,1,...,k—1, all roots of (8) have
(1) _(2)

negative real parts, where 752)1 =01 € [1),, T
and 7, > Tflk), n=0,1,...,k — 1, and (8) has at least
one root with positive real part.

That is to say, under those conditions when 7, = 0, 7, € [0,1)),
system (4) is asymptotically stable, and system (4) undergoes a
Hopf bifurcation when 1, = 1..

Then, we consider stable interval for 7, in which all
roots of (8) have negative real parts, regarding 7, > 0 as a
parameter.

Lemmad4. Ifallroots of (8) have negative real parts, then there
exists a Tg(‘l’l) > 0, such that when 1, € [0, Tg(‘l‘l)) all roots of
(7) have negative real parts.

Proof. All roots of (8) have negative real parts which means
that system (4) is stable when 7, = 0. In what follows, we
consider (4) with fixed 7, in its stable interval, regarding 7, as
a parameter. Let iv (v > 0) be a root of (4); then we obtain

— v + A(cos vr, — i sin vty ) vi + Bk (cos vr, — i sin vr,)
+Cd (cos v, —isinvr;)

+Ck(cosv (1, + 1) —isinv(r; +1,)) = 0.
(19)

Suppose that F(v) = v — Avi cos vr, — Av sin vr, — Bk cos vT, +
Bkisinvr, — Cd cosvr, + Cdisinvr, — Ckcosv(t, + 1,) +
Ckisinv(t, + 1,). Since F(0) = —(Bk + Cd + Ck) < 0
and F(+00) = 400, then (19) has at least one positive root.
Without loss of generality, the roots of (19) are defined by
Vi>Vy...» Vg For every v; (i = 1,2,...,k), there exists a
7 | j = 1,2,...}, such that (19) holds. The

expression of T;{) and v; can be derived by (19) for fixed 7;;
we will calculate them directly by the use of Mathematica

sequence

software in Section 4; here we omit them. Let T2 = {min TZI |
i =12,...,kj = 1,2,...} and let v, be the positive and
simple root of (19) when 7, = Tg. When 7, = Tg, (19)
has a pair of purely imaginary roots +iv* for 7, € [0,7)).
Then, as 7, varies, the sum of the multiplicities of zeros in
the open right half-plane can change only if a zero appears
on or crosses the imaginary axis. In what follows, we assume
that (H6) [d Re )L(Tz)/de]TzzT; #0. Therefore, by the general

Hopf bifurcation theorem for FDEs in Wei and Ruan [10],



we get that when 7, € [0, 1'2) all roots of (7) have negative
real parts.

Applying the discussion above and noticing that all roots
of (8) have negative real parts, we know that there exist 7y > 0
such that all roots of (7) with 7, € [0, Tg ) have negative real
parts. The proof is complete. O

Summarizing the above lemmas and literature of Hale
[11], we obtain the following sufficient conditions for all
characteristic roots of (8) to have negative real parts.

Theorem 5. Suppose that (H6) holds and either (H1) or (H2)
is satisfied.

(i) If (H3) holds, then for any T, € [0, ng) there exists a
Tg(‘l’l) > 0 such that when Tg € [0, 7,(1y)), all roots of
(7) have negative real parts.

(ii) If (H4) holds, then for any T, € Un, 1(15 2, v

Lni1) there
exists a 7,(1;) > 0, such that when 1, € [0, T(l)) all

(1) (2)

roots of (7) have negative real parts, where T, ; and T

are defined by (10).

(iii) If (H5) holds, then for any T, > 0, there exists a T,(1,) >
0, such that when t, € [0, ,(1,)) all roots of (7) have
negative real parts.

That is to say, under the conditions that T, is stable interval,
there exist a T, (depend on 1) such that when t, € [0, 12)
system (4) is asymptotically stable, and system (4) undergoes a

Hopf bifurcation when t, = Tél ,i=1,2,..,k j=1,2.

3. Direction and Stability of the Bifurcating
Periodic Solutions

In the previous section, we obtain the conditions under which

a family of periodic solutions bifurcate from the steady state

and the equilibrium loses its stability when 7, = ‘r;f), i =

ok j = 1,2,... for fixed 7;, and the relationship
between 7, and 7, can be derived by (19). Throughout this
section, by using techniques of the normal form and center
manifold theory due to Hale [11], we derive the algorithm for
determining the direction of the Hopf bifurcations and the
stability of the bifurcating periodic solutions at critical values
on the center manifold.
Since the analysis is local, we regard 7, = 70 + y,y €
R as bifurcation parameter. Choosing the space as C =
C([-79,0],R*) and u, = u(t + 0) € C for § € [-1, 0], system
(3) is transformed into FDE as

()= L, (9) + F(.7), (0)
with

L, (¢) = Bip(0) + Byp (-7,) + Bsp (-1,),

0
F(¢,y) = <#b¢f (0) ¢, (=75) + 2 (Py + B) ¢ (0) §, (0)> ’
(21)
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d
where B, = (73170 0 ),32 = (a0 )»and By = (o 2u(P, +ﬁ +c0)
Obviously, L,(¢) is continuous linear function mapping

C([—Tg ,0], R?) into R%. By the Riesz representation theorem,
there exists a matrix whose elements are bounded variation
functions #(6,y) in 0 € [—Tg , 0] such that

0
Lg=| dn@n¢®, forgec. @)

In fact, we choose
n(0,y)=B6(0)+B,6(0+71)+B;6(0+1,), (23)

where §(0) is a delta function.
For¢ ¢ c'(( 12, 0], R?) the operators A and R are defined

as
90 0 [-0),
A(we©®) =1
| amewem. o=o o
0el-120),
RO -{% o 0¢ [0

Lety € c'lo, Tg ]; the adjoint operator A*(0) corresponding
to A(0) is defined as follows:

_dy ()
ds ’

0
J, d (" .0y (-), s=o.

0
s€ 0,12],

A"y (s) = (25)

Then system (20) can be written in the following form: #, =
Ala)u, + R(oc)ut, where u, = u(t+0) for 0 € [-1,0).

For ¢ € C'(| TZ, 0], R?) and v € C’[O,Tg], define the
adjoint bilinear:

0

0
W) =790 - | [ FE-0dn©¢ @

2 (26)
where #(0) = (0, 0).
Proposition 6. Let q(0) and q* (s) be eigenvectors of A and A™

corresponding to iw, and —iw,, respectively, satisfying (q*, q) =
Land (q",q) = 0. Then

iwy0 —iwgt, » \T iw
q00) = (91,9,)" € = (d + ke ™, iw) €,

_ . ey
q* (s)=D (qi"’q;) o @S _ (//lb i ‘uaezwn‘rl .w) e_m,os’
where
D= [(%ﬁf + qzé;) + T? I:—Mae”‘wo'ﬁqlq;]

+ [quglik + [Zﬂb(Po + ﬁ)z + Co] ZI;%] TgefinTg]_l
(28)
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Proof. We assume that g(8) = (g,,q,)" ¢“? is the eigenvector
of A(0) corresponding to iw and g*(s) = B(qf,q;)Te_i“"’s
is the eigenvector of A*(0) corresponding to —iw. It follows
from the definition of A(0), A*(0), (22), and (23) that we

have Ag(0) = jig d(n(t, (1)) = iwyq(0) and A*q(0) =
_[_OTO A" (t, wd(~t)) = —iwyq(0); we have

[inI _ (Bl + Bze—iwon + Bse—iworz)] q(0) =0,

' ' (29)
[—icwgI — (B, + Boe™™ + By ™| 4" (0) = 0,
where I is identity matrix; that is,
iw, - (d + ke_inTz)
7 (bo + ae”""““) iwy — u[b(Py + ) +Cpy| e
X (ql> — 0)
9
(30)

—iw, 7 (bo + aei“’UTl)
- (d + keionz) —iwy — u[b(Py + ) + Cp| €™

X (q}k) =0.
9
By direct computation and considering q(8) = q(0)e'“?,

g*(s) = g"(0)e™*, we obtain g(f) and g*(s). Now, we
calculate (g", g) as follows:

(q()",q0))
:5{ @.a)(2)
L))
{(qlq; a) - JO @ >T6;w<)9dn ©) (Zﬁ) }

—iwo‘rf

o]

ol

=D{ (0,3} +9.3) + 7} [-pac ™" q,3; |

+ [kaug; + [2ub(Py + B)’ + Co) Giqs] Toe™ ™ }

(D)

Since (v, A¢) = (A™y, ), we get
iw(q".q) = (A"q".q) = (-iwq".q) = iy {q".q) - (32)
Therefore, (q*,q) = 0. This completes the proof. O

Then, we construct the coordinates of the center manifold
Cyaty =0.Let

z(t)={(q"u,), W (t,0) =u, (0) —2Re{z (t)q(0)}.

(33)

5
On the center manifold C,,, we have
W (t,0) =W (z(t),z(t),0), (34)
where
2
W (2,2,0) = Wy (0) St Wy, (0) zz
(35)

=2 3
zZ z
+W027+W30E + oy,

and z and z are local coordinates for the center manifold C,
in the direction of g and q*, respectively. Since y = 0, we have

2 (t) = iwyz (t) + {q* ), f (W + 2Re{z () g (0)}))
=iwyz (1) +q" (0) f (W (z,Z,0) + 2Re {z (t) g (0)})

2wz (1) +q" (0) fo (2,2),

(36)
where
2 7
fo(2,2) = fzz? + sz7 + fzzZ+-. (37)
We rewrite in abbreviated form as
Z (t) = iwyz + g (2,Z), (38)
where
9(22) =9 (0) fo(z,2)
z* _ P 2’z (39)
= 920? T gnzz+ goz? + 9217 +-
By (20) and (38), we obtain
W=u,-29-2q
_ [AW -2Req" (0) f,q(0), 0 € [-13,0], (40)
~ |AW —2Reg" (0) f,q(@®) + f), 0=0
£ AW + H(z,z,0),
where
Z? P
H (z,z,0) = Hy, (0) 5 + Hy; (0)zz + Hy, (9) 5 +oeee
(41)

Substituting (26) and (38) into W = W,z + W;E on the center
manifold C, and comparing the coefficients we get
(A = 2iwyI) Wy (0) = —H,, (6), AWy, (0) = -Hy, (9),

(A + 2iw,]) Wy, (6) = —Hy, (6) .
(42)

Comparing the coefficients with (41) gives that
Hy, (0) = =909 (9) = 90,9 (0),
Hy, (0) = -91,9(0) - 9,19 (0).



From (42), (43), and the definition of A, we can derive the
following equation:

Wzo (0) = 2iwyWy (0) + 9209 (0) + 9,09 (0)
Wn 0) = g,,90) +9,,9(0).

Solving for W, (0) and W;,(0), we get

(44)

ig50 iw,0 Joo — —iw,0 2iw,0
W,, (0) = =g (0) ™" — —=—-g(0)e " + E,e”",
20 (0) = 2q(0) O 1

Wy, 0) = -9 4 (0) e + 915 (0)e P + E,,
) )
(45)

where E; = (Eil),Ef) € R\ E, = (Egl),Eg) € R? are two
constant vectors, which can be determined by setting 8 = 0
in H.

By (33), ¢(0) = [u,(t—7)), u,(t - 75)] = W (£, 0) +24q(0) +
Zq(0), and noticing g(8) = (q,»q,)" ¢"“"? we have

¢, (0) =z (d + k‘e—lwo‘l’z ) e @i

1w
e (d + ket

—1lw

) e % LW (t,6).

Then it is easy to obtain
$1(0) = 2 (d+ ke ™) +Z(d + ke ) + W (0),
¢, (0) = zwi +Z (-iw) + W2 (0),

¢, (t - Tg) = zwie T — 7% 4 WP (t - Tg) ,
(47)

where
z2
w® 0) = W (0) > wi (0) zz
a) ;o 2 3
+Wg,’ (0) 3 + o(lz,zl )
ZZ
w® (0) = W (0) > w2 (0) zz
@ (o 2 =3
+ Wg,’ (0) ot o(lz,zl )
@) @) 0 2 @) 0
W (t-1) =Wy (-13) >t Wy (-13) 2z

s (-8) 2 +o (122l

B 0
Jol&2) = (P‘bﬁbf 0) ¢ (-73) + 26 (P + B) 61 (0) ¢, (0)) '
(48)
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Thus, from (39), it follows that
9(22)=3"(0) fo(z:2) =D(d@; 7,)

0
8 (wxpf ©) ¢ (=75) + 26 (Py + B) ¢y (0) 5 (o>)
=D, [ug; (0)¢, (-13) +2u (Py + B) ¢, (0) §, (0)]

D {2# (Py+ B) @5 a1922" + 214 (P + )
x Ty (010, +4,92) 2% + 2 (Py + ) 4,0, 4, 2
+ [#b?f; (12,6 + 24,3, 9.6 )
+2u(Py + B) g5

x (qZWfP 0) + g, W5 (0)

—W(l) 0 —W(Z) 0
+‘12 20();"11 5 (0) 2z

+o ((/54) .
(49)
Comparing the coefficient with (39), we have
920 = 4D (Py + ) 4, 912,

911 = 45.” (Py + ) é;‘ Re (‘1162) >
Yoz = 41_)M (Py + B) q;% >
= — — iy T° — —iw, )
g =2D [,uqu (qfqze " +2q,q,q,e )
(50)
+2u (P, + ) q;

x (qzwa 0) + g, W5 (0)

, BV ©+3, Wy (0) >]
- .

From (40), we get that H(z,Z,0) = —2Re g"(0) fq(0) + f, =
—2Re(gq(0)) + f, = —gq(0) — gq(0) + f,; thatis,

o 0
Hy (0) = =909 (0) = 909 (0) + <4y (P, +B) %%) ’

o 0
Hy (0) = -9119(0) - 9,9 (0) + (2 (P + B) (419, +Q1‘b)>'

(51)
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By the definition of A and (42) we have Substituting (45) and (52) into (51), we obtain

0 , 2iw, —d — k¥t
J_ , 41 (8) Wi (0) = 2icwy Wy — Hy (0), by + pae % i, — [b(P, + B + Co] eI Ey
2 (52)
0 0
dn () Wy, (6) = —Hy, (0). = ,
Jr;’ O (O = = (0 <4:“(P0+ﬂ)‘11‘12>
0 -d-k
Notice that
e (1t ve) —ulir 97+ )
O .
(inI—J. 0dq(e)e""ﬂ")q(o)=o, =< o )
n (53) 2(Py+ B) (413, + 9192)
( 0 o (54)
—iw,I — J dn () e )Q(O) =0.
’ -7 By direct computation, we obtain
. (444 (P, + B) 41, (d + ke 07 )
' [ybo + ptae‘Zi‘”OT?] (d + ke‘Zi“’OTg) - 2iw, [[4 [b(PO +B) + CO] e 2wty Ziwo] ’
E(12) _ ~6iwypt (Py + B) 419> , (55)

- [ybo + yae‘Zi“’OT?] (d + ke‘Zi“’OTg) + 2iw, [/A [b(P0 +B) + CO] e 2w 2iw0]

_ 2(Py + B) (019, + 4,95)

E(l)
? u(by) —a

,  EP=o.

Thus, we can compute the following values which deter-
mine the properties of bifurcating periodic solutions at the
critical value 77

i 1
G (0)= 2‘[3—(00 (920911 -2 |911| - 5|goz|2> + %’
__Re{C, (0)}
2T T Re V@)
B, =2Re{C, (0)},

_ Im {CL(0)} + 1y (Im {)L' (Tg)})

(56)

More specifically (see Hassard et al. [12]), i, determines the
direction of the Hopf bifurcation: if ¢, > 0 (4, < 0), then the
Hopf bifurcation is forward (backward) and the bifurcating
periodic solutions exist for T > 7J (t < 73). 3, determines the
stability of the bifurcating periodic solutions: the bifurcating
periodic solutions are stable (unstable) if 8, < 0 (3, > 0). T,
determines the period of the bifurcating periodic solutions:
the period increases (decreases) if T, > 0 (T, < 0).

4. Numerical Simulation

In order to validate the theoretical analysis, we will present
some numerical simulations. We take the following coeffi-
cients as an example: y = 0.13, b, = 10,a = 12,d, = 60,

9o =20,=-2,b=1,k=1,and d = 1, it is easy to obtain
E* = (1.82,0), w, = 0.89, and 7! = 0.72. We choose 7" = 0.7;
then from (19) and by means of Mathematica software, we
get v, = 2 and Tg =~ 0.86. Taking (x(0), (0) = (2,2)) as
the initial conditions. By Theorem 5 and the above results,
we know equilibrium E* is locally asymptotically stable when
7, = 0.8 < 170 as is illustrated in Figure 1. When 7, > 13,
E™ is unstable and periodic solutions occur from E*; we take
T, = 0.9, the corresponding phase plots are shown in Figure 2.

Finally, the numerical simulation shows that it is a
complex transformation process for the system changes from
stable equilibrium to chaos.

5. Conclusion

Different from the previous work in [1, 2, 4], the main
contribution of this paper lies in the following aspects.
Firstly, we modify the traditional price differential equation
model by considering demand function that is settled as
a downward opening quadratic function and considering
supply and demand functions that are both depending on the
price of the past and the present. Then the price differential
equation model with two delays is established. Secondly, to
study the stability and Hopf bifurcation of system (4), we
consider (4) with one delay 7; and find the stable interval for
7,. In the following, regarding 7, as a parameter, we obtain
the stable interval for 7,. Then we get the stable interval for
(4). In addition, we derive the algorithm for determining



FIGURE I: Equilibrium E* is locally asymptotically stable when 7, =
0.7,7,=0.8 < 1.

FIGURE 2: Equilibrium E* is unstable when 7, = 0.7, 7, = 0.9 > 7.

the direction of the Hopf bifurcation and the stability of
the bifurcating periodic solutions by using techniques of
normal form theory and center manifold method. Lastly, a
numerical analysis confirms the effectiveness of our research
results. The paper provided the preparative work for further
discussion. For instance, we consider that supply cannot
increase with the price without limit; the production capacity
of enterprises and social resources are limited; then we can
modify the supply function as a fractional linear function
of price. The results in the paper enrich the toolbox for the
qualitative analysis of mathematical economics and business
administration.
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