Advanced Microeconomics Midterm Examination Fall 2010

1.  Suppose not, take two different solutions 
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By strictly concavity,
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Where 
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[image: image5.wmf]x

 and 
[image: image6.wmf]x

¢

.

In addition, since 
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Therefore 
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 is feasible in UMP and achieves a strictly higher utility than 
[image: image11.wmf]x

 and 
[image: image12.wmf]x

¢

. This contradicts 
[image: image13.wmf]x

 and 
[image: image14.wmf]x

¢

 being optimal.

2.  See assignment 2.

3.             
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     Thus, 
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4.(i)  Consider 
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, let 
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     The inequality follows the fact that 
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  (ii) Note that 
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     Thus,
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     Thus, 
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5.  Since 
[image: image50.wmf](

)

p

×

 is homogeneous of degree one in 
[image: image51.wmf](

)

12

,,

pww

, we have 


[image: image52.wmf](

)

3

3

2

,,,1,1

ppp

pwwww

www

pp

æöæö

===

ç÷ç÷

èøèø


By definition
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