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- relative price ↳ lope) changes from -12 to -2g
substituteproduct.

- so we draw imaginary budget line on same IC
5.F- . = {

0✗ = ×, - ✗ o = 27-31 = -4 Co

by = Y, - Yo = 18-10 = 3 > 0

- move now imaginary budget line up , draw new IC

} more red income
I. E. = [

✗ = ✗e-
✗
,
= 23-27=-4 < o

⇒ ↳name less ✗
, honeyOy = yz - Y, = 24-18

= 62 0
⇒ ✗ is inferior

, yii luxury
- Total Effect a 5.E t I. E

T
. E

.

= DX = ✗z
-Yo = 23-31 = -8

Oy = Ya-Yo = 24-15 = 9



2) old ✗ Pxtypy -- B neg ✗ Px + Y Py = B
=

2x tray = no 3 ✗ + ay = 120

4y = -3×1-1204y=
-actin

✗ = -12×+30
Y = -3¥ t} o

y int = 30

✗ int = 40

stepbystep .

- Equilibrium change from E to F , Px increase ⇒ consume less ✗ andmoney ⇒ ✗andy are
substitute product.

- relative price ↳bpe) changes from -12 to -¥
- so we draw imaginary budget the on same IC

5.E. = {0 ✗ =x ,
- ✗• = ↳ -31 = -4<0

Oy = Ya -Yo = 97-14 = 370

- more new imaginary budget line down
,
draw newIC

} less red Rune
I.E. = {

0✗ = ✗a-×, = n -n = -14 < o

Oy = Ya -y, = to -17 = 3 go
⇒ consume less ✗

, honey
=) ✗ is luxury
y is inferior .

-
Total Effect a 5. E. 1-I. E

T
.

E. = 0 ✗ = ✗a-Yo = 13 - 71 =
- 18

Oy = Ya -Yo = to -14 = 6


