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- AS X is inferior so y must be normal good as when income increase , customer will consume

less e
,
so y must be normal goad in order to keep the optimum utility .

-originally , this consumer consume. at Point A where is having an optimum utility

and spending all of budget effectively , which consuming

K -- so units , y = hrs units

Mae Qe e iz e Oo units

Mae Qy e ng = so units Income Effect ( B to C)
As Py decreases to 3

,
this consumer has

Substitution tffect CA to B) more ability to buy product t

so consumer will consume Qed ; inferior good
As price of Vdecrease, consumer will

Qy 9 ; normal good
consume more V (VA to TB) and have to

Mae Qy = 12cg e 40 Units

sub by decreasing amount of e
mad are remain the same as price does not change

from a to Xp
So the budget line rotate from Bho to BL,

i . SE : Pyd → ay 9 sub by Qed
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As e is lueury good

it means that if Pet → Qe ad (Perry. → aed > n'll

Ped → @ *99 ( poetry. → Qed e n y. )

-originally , this consumer consume. at Point A where is having an optimum utility

and spending all of budget effectively , which consuming

K -- so units , y = hrs units

Mae Qe i iz e Oo units

Mae Qy = nzq = so units

Income Effect ( B to C)

Substitution Effect (A to B) As Pe increase too, this consumer has

As price of a increase , consumer will consume less ability to buy product x; having lower

less of e a lot (from Ka to Xp) ; luxury good
real income

, so consumer will consume Qxdd

and have to sub by increasing amount of y
Mak Qy remain the same as price does not change

from ra to Try in order to keep the same utility
so the budget line rotate from Bho to BL,

'

, change from point A lo which create

imaginary budget line as BL
'

i. S : Pe T -→ at dd, sub by Qy 9


