21 July 2023 20:21

Concumen Behavior
/-\NV\—\NVW

(L) jﬂd/fFCrLahcc Lunve & Bud?c,l: Line -

an) UhLLE# Max mML3ahon L Forn 2 Good ¢ Ca&c]
[obtain the Marnshalliar, denranyg fhi]

Uhl' ~ - N A
(i) i tfy MoXimizabon with 3 pm mmone goods
[ Method of La?nan7c /"Iu.Lb'PlL‘qu

Civ) Ub/tfy Maxtmizahon = dnd/ nect ubﬂl'h/ fn (PNOfLMﬁL$)

z ~ . , . . .
)(/ar_nd/fuhc Minitmi 2abon = Denjye Hicksion Denand Cuyve

(v) Sluttty Decompocihn tffect

Lompa med w i th clesian SE

(w) jni‘C/'Ltc/’VLPDHa[ Cholce % Laboun. Lersume Chol ce

b-L > M= B+ Py-y +F, 2
Foned Marnchollian demaonds -
Max u =2 '
Fmin fy, 3} st M=p o34 Py g 52

smm;: we 2%~ a4+ (p, Py// le""/)

=y )
2¥ = 2% )
. L 'S * . ,
T U(Y, 3 ) = U S Maximized valae of ublity

= oy /}92)[) / ’D}) M ) —- Indinect uh[[t}/ i

< S -.
W= Hemin 1Y 3] [P oz 2 minfyy) ]
PC blw v,3

N)

New Section 18 Page 1



Ang: g¥- 0, Y¥-3%= 2

Py +Ps

v y ’ S B
u> = 2% £ muinvyA =
) {}/g } F}+P2.

Combine :

u* - Maxiu/*/ u;‘jl

- M M (/ ’\
e g,
Z Pj+/)2 ( (

g wu(x, 7)) :mnj 2%, + 2, | %+ 23, ]

(L) Plot the IC [,zzzyenh'cal 4.)(/'5/ qlzhohigontal, d.XLZj

n
Y (i) What chould b range of B L P b bpth goods anc

Loht uumerl -

New Section 18 Page 2



Y (i) What chowld be rtange of £, P

Lontumed -

X e
A \sLD\jb 1\412 =2
| /’_’7% N N - ’
U= Mn i\?l/+ z, , ‘DL/+22\}
-_ B '
2, ¢ M
AL opt: 2%+ 3, = A+ 2z,
B LOFE.:\/L
e />\s
T T2 [
\
Cose 1: 2 + AP 7 “
Y 2 12<1,+22L = ' <z, )
\_ L7z,
U = 29(,4-9:2 [Ps f,mmj
oy - 2d 2 4 dx,
0O = 2dzf+d12’
A, = - 2 dx, = /0[11 - 2
dl/ B
Case T : o + 2. a2
ST Hran, & aea, o (3
U= K+ 22, .. [pg ﬁ"mj_ a
du = A2 + Zdzz
D :AZ(‘/‘ZdZL
ldqz;_ﬂu N /d:lz _
(= dz2, | = 2

New Section 18 Page 3

Sk both goodx anec




