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Calculators are permitted.

_%0 1. (a) State and define the three assumptions on preference relation 3 that ensure the existence
IO ofa continuous utility function.

1O(b) State the five properties of the indirect utility function. Be precise.
{0(c) State and prove the Roy’s 1dentity.

2 % 2. The expenditure function of a consumer is given by

e(p1, P2, u) = 10pPepdul2,

3

3 (&) Derive the Hicksian demand functions for goods 1 and 2.

4 (b) Find the matrix of substitution terms. Show that the matrix is negative semi-definite.
G (¢) Find the Marshallian demand function for good 1.

q (d) Verify the Slutsky equation for dx,/dp,.

3% 3 A consumer’s preference is represented by the utility function

u(x;, x3) =Inx; + 2Inx,.

\ :{% (a) Derive the Hicksian demand functions for goods 1 and 2.

(b) Determine whether goods 1 and 2 are substitutes or complements.
% (c) Derive the expenditure function of this consumer, and veri

fy that it is increasing in p,
and P2

8 (d) Derive the money metric utility function. Explain the economic meaning of this
- function.
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