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TD – Wednesday, September 19, 2018

Consumer Theory

The following exercises must be submitted on Wednesday, September 19. A particular
attention will be given to your presentation.

L = 2 is the number of commodities and R2
+ is the consumption set of the consumer.

Exercise 1 (Lexicographic preferences). For all x = (x1, x2) ∈ R2
+ and x = (x1, x2) ∈ R2

+,

x % x⇐⇒ “ x1 > x1 ” or “ x1 = x1 and x2 ≥ x2 ”

1. For every x ∈ R2
+, determine and draw the upper contour set U(x).

2. Show that for every x ∈ R2
+, the indifference set I(x) is a singleton.

Exercise 2 (Leontief preferences). For all x = (x1, x2) ∈ R2
+ and x = (x1, x2) ∈ R2

+,

x % x⇐⇒ min{x1, x2} ≥ min{x1, x2}

For every x ∈ R2
+, determine and draw the indifference curve I(x) and the upper contour set U(x).
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