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to 20 40 50 60 § As ✗ is luxury goods it
means that if Px in → Qx It

Px Iv → QXTT
• Originally , this consumer consume at point A where it is having
an optimum utility and spending all of budget effectively ,
which ✗ = 30 units and y = as units .

→ Max Qx that can consume : 12-20=60 units
→ a-' Qy- m

12-0 + 30 units
• substitution Effect CA → B) 4

As price of Y decreases
,
consumer will consume more Y ( from Ya - Yo ) ;

normal good and have to sub by decreasing amount of ✗ from Xa
to Xp , keeping the same utility ; change from point A → 8 which create

imaginary budget line as BL
'

: SE : Pyd →

Qy9 sub by Qxt i Ñ

• Income Effet ( 8 → c)
As Py decreases to 3

,
therefore this consumer has more ability

to buy product Y; having more real income [ Eye] so consumerwill consume Q×f : inferior Sood

Qy 4 : normal good clan of Demand)
→ max Qy is ¥ = ¢0 waits

B4
→ Mann Qx

ronan the sane as price does not change so the budget like rotate fromBLoi.IE: Pyd → Real ihc.tn → Qxd & Qy9
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