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* Equilibrium change from E to F, Py decrease .t means that consumer consume less X but more Y
- Xand ¥ are substitute product

* Slope/ Relative price decreases from -19_ h -1

® Imaginary budget line still on the §ame TC

AX= Xy-Xo = TR-31--4<0
SE. - By < Yi-yo < B-1523)0

o Then move (maginary budget line Up to New IC

Consume less X but more ¥

[E < 8K=Xa-Xy = 23-2 = =440 —  Xis inferior , Yis lurury
Tlay =Yy s Ut = 650 - more real income,

o« Total Effects < SE. + I.E

TE : AX = XZ-X1 = 23-31
0y = Yo yr= 24715
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XPx+YPy =B XPx +YPy = B _

2 +4y =120 St + 4y =120 y-intereept (x=0) =30
4y =-2X+120 4y =-3x+120 X -intercept (y=0)= 40
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» Equilibrium move from E to F, P mcrease Means the Consumer consume 1ess X but mare.
’ S\ope/ Relative price decreases from -3

* Tmaginary budget line on the same 1C

SE.= AX = X1-Xg = 23-31=-4C0
Y= Vi-Yo=13-14=3>0

o New imaginary budget line shift up — New IC | Congume less X but more Y
Xis luyury , y is jnferior.
IE= AX=X2"X1=10'2:}:—‘H’<0 ) .
Loy = Yarfr = 3-13= 60 > less real income

* Total Effect = S.E. +I.E.

TE. = AX=X;-Xo= 10-31=-2
Oy =Yy,-VYy = 23-%=9



