(Answers to Homewlor k # 4

I a) 2000+ 100 : 3000
! I

b) U.Dzmo + noo = 3300

Q) see Sraph
dy MRS = 2VC, = <o
| | Sv/aCs <

£ 2000 + HOO = €, + Sz =5 3000+ C+.9C
| s | b

or, Jsing L ture values

ff 2000 (le 1) + oo = C(1.1)C, + Co
2200 = . 1C, + (o
s
(3) T, < 1.1
h Sz . .
i
C, = |.1C,

3300 = LIC,+ Cp = 1UC, + 1.1C, = Q.&C,

C,= 3300 = 1500 <4 = /650
.3

1) see diagram
) L= 2000 ¢,21500 , s0 he sawes 500
k) see diagmm

W S

D T = 1.2 c

: 1100 a0
AC: 2000 + l.a=_C,t+ 1.2

i 2917 > ¢, + .83C.
L 20 = ¢, + 1.2a0G3)C,



‘@1 = .99 C;
¢, = 16l
* Cay = 753

ShIl saues 539

2.0 Airst | Ague eot current consampehien
' MRS = Ca = 1. Cs= L1 C,

6C - RAuR Nalue B000001.1) = C,Cia) + Co
55000 = QC,
(o= 1500
C, = A5000
So Mr $mith is a sauer

Since Mr Smirh is a Saver o f

‘nceme efeet —» 1¢,§ T¢Ca
sobstitubien effect = Ve, § Tc.

S0 we can't &Il what LIl hagpen o €
;.bB G ol T (see above)
o) \F all ‘heome wWMeS N e sec,ond p@no& +hen
Mr Smi'th s o borower

Tl = neene elfect » poorer » L C, | (o

S0 C,) 3ine both T35S werk b same dhrechon .
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1 3000

c,

- 2000

1000

Paswers to 1C) and K



|
|
3a) 2000 U.an) + 100 = (1)) C, +Ca
. 2420 + 110D = l.al .4 Co
3520 == L&l C, + Cyp

,b3 Since U = ,m:h.{,g—_;,,,cg_g_l’llalwaxﬂs max his
uh‘l.tﬂ bv (onsuming esuaf amounts of

c, ¢ & Guuen his RC.

S rewmnte BC as 3520 = @2.21C,
C, =1892 = C,

He saweo 2000 -1592 = 4o®

;e e
¢) Frice of bread in ;)Qdog} Q =t "”%ﬁ@fuﬁw

S < Q1 un present walve

d) 2000 1.a)) + 10O i) = 121, + 1.1Cy (FV

2000 + 1HEQ (LD = C, + LI ¢, (P
.2 .2

3000 = <, 4+ NC,

P Note: +His s the same aS

2o00 (1.2)) + woo = L2 <, + Cy

1.1 {1



4o lp'H = c+ 4L
1 Gd = C + YL
4 b-L) = C

b) Use fack that MRs = [ and (4 = ¢+ 4L

| H+ C-aQL =14
i L : : :
f Wi+ C = 6L
C = (l-6H

now) 4= (CL-6Y) + 4L
128 = /0L
L= /2.%
¢ = 4.8

;,C) wagetux ot .S 2 new wage = 2
3 30 MRS = = (4 +C-AL

L

adl = GY+C -QL
L -4 = C

Buol,ge‘t Constmint 3= C+al
32 - (4L-¢4) + at
o = (L
i L = /6
;:S'VLQQ» LT hom 2.8 2i6  Hous of werk mast &Ll
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b 0 (TC when © =0)

©)  wuys wam (6 3) < Uz = 4o
d) when P=80 ¢ mc=8 Q=Y

z M = f0C4) - 200 = 320 -260 = GO

©) P=mC = 30 when @= 2
m= 320) - 130 €0 S0 no T

Shootd frm iﬂ‘wx) open or shut dJoum 2
P=30 mMmNC =35 |
shee, P< AVC  shovld shat douwn .



