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1. A consumer lives for two periods, denoted 1 and 2, and consumes a single 

consumption good in each period. His wealth when born is w>0. What is his 

(lifetime) Walrasian budget set? 

 

 

2. A consumer consumes one consumption good   and hours of leisure  . The 

price of the consumption good is  , and the consumer can work at a wage rate of 

   . What is the consumer's Walrasian budget set. 

 

 

3. Consider an extension of the Walrasian budget set to an arbitrary consumption 

set         *         +. Assume (   )   . 

(a) If   is the set depicted in Figure 2.C.3 of MWG, would      be convex? 

(b) Show that if   is a convex set, then      is as well. 

(c) Show that      is "convex relative to" any  .
2
 

 

 

4. Suppose that  (   ) is a demand function which is homogeneous of degree one 

with respect to w and satisfies Walras' law and homogeneity of degree zero. 

Suppose also that all the cross-price effects are zero, that is    (   )      ⁄  

whenever    . Show that this implies that for every  ,   (   )        ⁄  , 

where      is a constant independent of (   ). 

 

                                                           
1
 کًلل استفادٌ شدٌ است.مس  F.17.2 ي  D.1 ،2.D.2 ،2.D.3، 2.E.5، 2.F.3، 2.F.10 ،2.F.14 ،2.F.16.2 َا از سًاالتبرای تُیٍ ایه پرسش  

2
 A set     is "convex relative to"   if:              (   )       (   )    . 



5. You are given the following partial information about a consumer's purchases. 

He consumes only two goods: 

 

 Year 1 Year 2 

 Quantity Price Quantity Price 

Good 1 100 100 120 100 

Good 2 100 100 ? 80 

 

Assume that the weak axiom is satisfied! Over what range of quantities of good 2 

consumed in year 2 would you conclude: 

(a) That this behavior is inconsistent (i.e., in contradiction with the weak axiom)? 

(b) That the consumer's bundle in year 1 is revealed preferred to that in year 2? 

(c) That the consumer's consumption bundle in year 2 is revealed preferred to that 

in year 1? 

(d) That there is insufficient information to justify (a), (b), and/or (c)? 

(e) That good 1 is an inferior good (at some price) for this consumer? 

(f) That good 2 is an inferior good (at some price) for this consumer? 

 

6. Consider the demand function  (   ) and suppose    : 

  (   )   
  

        
 
 

  
 

  (   )   
  

        
 
 

  
 

  (   )   
  

        
 
 

  
 

(a) Compute the substitution matrix. Show that at   (     ), it is negative 

semi-definite but not symmetric. 

(b) Show that this demand function does not satisfy the weak axiom. 

 

7. Show that if  (   ) is a Walrasian demand function that satisfies the weak 

axiom, then  (   ) must be homogeneous of degree zero. 

 

 

 

 

 

 



8. Consider a setting where     and a consumer whose consumption set is       . 

Suppose that his demand function  (   ) is 

  (   )   
  

  
 

  (   )    
  

  
 

  (   )   
 

  
 

(a) Show that  (   ) is homogeneous of degree zero in (   ) and satisfies 

Walras’ law. 

(b) Show that  (   ) violates the weak axiom. 

(c) Show that    (   )    for all     . 

 

9. In an    commodity world, a consumer’s Walrasian demand function is 

  (   )    

(∑    )
 
   

 for        . 

(a) Is this demand function homogeneous of degree zero in (   ) ? 

(b) Does it satisfy Walra’s law? 

(c) Does it satisfy the weak axiom? 

(d) Compute the Slutsky substitution matrix for this demand function. Is it 

negative semidefinite? Negative definite? Symmetric? 
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