30 June 2023 20:16

Decom

postion of Price Effect (Slu

NWWL’Q K g fiua bon)

T ax P “T-
Jdea: Budget Line: M= Pz, + P2, [ 2" :.”Pﬂ , ik ing) P
/ 2 : ) =
g f
Cace 1: M A Cace 1 ,;/ ’ v )
Ay ag :
. x, M:,.. ( \(/
2 ,
R [only change in [chan7£ in clope %
P, ) interncept] A ' |
, nooA tntencept ]
M P, 7
7, L
. \ 5 & o .:i;* 2+ B B
R L] ,
F| P’ P' Pl CPI<P|)
) :
Utward shift of the BL PrlL = Good 1 cheaper
= j Hea n )
> Jnerease purchasin g 3nd;/ﬁcc,[-Lb; also Lncreage the
powern of concuUmet

Punchas[ng PowUZ'Df the

ConsSupne 1 -
Note: Frop, Fg T 4

| Change (n F, alts shifts the 8L (
which wac obsenyey

har ap

tn ﬁ:7 1) ’ AC"ICG Chanjt LVL Pl

INncome c-(’fut o well ( Which leaclc

increase of ,JunchasLnﬁ power )

in LL»(-L-LC(
o L'/?d/-/"[cC t

f= =~ - —_—— -

. [ ,
From the Bg I: X > 2% (Toral price cftect)

- -

/S T/ PE

= PHt'CC’. £1g-f(;ct - Subgﬁmhon g’f‘lgf—(,t '_'_ 5nto mec i‘F'F'L&t .
Rf_\/

(-

| v g
C,han7¢ (n demand cale(y

‘ Chdnyc tn Jervand -
due 6 changc i pruces due o Lhe mah?

c
ku,/;ihg '
- -I__d- f?”fh_asfnf powoL Lv punchac
tLonstanf - - punenacing powern .

New Section 18 Page 1



Price Eff ect on Goog 1 -

~Z N\
[
¢ v
\ |
I

AB = bld BL.
AB'= New BL -

Not ¢

Fonn $E: Tvaluate A2 due o 4F,
kf—CPL'rr? Punchasi-ni

Powest constant -

Push the mew 8L “LV

buck warde ) it
thhaugﬁ, the old wnsum};hon

Pa:rz_;

buhdl& = lontumes hac J'usl:
Chbuzh Thoney ) aﬁ%nd the.
old bundlc-(3LV¢n LV A"8")

[Slutckv SEJ,

”_!.‘__3 Coblk
7 3\/
Q. Contumer: ZL(:z/):yz)_ 22, M
P, decreasec f”lom 5 4

L M y 3 M
¥ - = = - =2
! 5 A 22 5 f
Old Prvces: (5, 20)
Z(A‘ = E 1000 = 80
5 5
Z;l - . 3 . /000 - 30
] 5
Final Prices: (4, 20)
AVe
¥z 2 1000 _jpp 2, =30
s =
Nsoa 4l o End Mo -

New Section 18 Page 2

om'?ma! demand: 2t

, X ¥
FFnal demand @ X

21¥ﬁ115'- SE

A RN AN
|
- _ *
L TE =SE+IE ) —» 2¥
Dougtag-
= IUUO) I’z =20 SMP,?OS(,

hitie 211 in

L -~



New BL  A”B" Fnd M. Moncy (ncome leaves the old bundle

Lkad_[ﬂ a#‘ﬁ)/ﬂdable_ oF hew PH,'ccS.
M - old bundle exaad% ﬂf*ﬁy—w—abla al new Ip)-u'(q.

old Bundle: (2, 2¥) = (80, 30) )

New Prices: (P'y £y o (4, 20)

( S
M= 80x4 + 30X20 - 320 +¢oo =/920,
lez 2 M _ 2 9200 _ 2x926
5 5. T 5 T/— ° =12
) 4 24d

W

thereages _f,—,gm 4 b 5 . D("DMPOLL the t‘DfZ(l&_fF('d_. on
Good 4. Show Lt 3rm/3b[ca,u‘y ae well-

New Section 18 Page 3



