Quiz | Econ500, October 1, 2007

Name:

E-mail: @uiuc.edu

All questions must be answered on this form. You must shomwyark.
Use the back of this form and the last page as scratch papenetdse your own paper.

Question 1 Suppose preferencesare rational and convex, but not necessarily continu-
ous.

Let x(p, w) be the Walrasian demand at pricesandw. Prove thatx(p,w) is a
convex set ifx(p, w) # 0. 5%

Proof Recall that the preferences are convejz ¥ Rklz > y} is a convex set for all
y € RL. Letx, X € x(p,w) anda € [0, 1].

Complete the proof in the box below. That is, you must useathe siotation. Also,
you must specify the choicepfin the definition of convexity). Otherwise you will
not get credit.

Lety =




Question 2 Let X = {a, b, c} andB = {{a, b}, {a, ¢}, {b, c}}.

Suppose tha€C({a, b}) = {b}. Define the remaining choices below such that the
choice structure satisfies the weak Axiom, such @) # 0 for all B € B but
that the choice is not rationalizable, i.e., there don’sesational preferencesthat
generateC(-). 5%

Cl{a,c)) =

C({b, c}) =




Question 3 Suppose a utility function is given hy(x;, xo) = max2xy, X2}. Then 5%

X(5,2,w) = ( s )

(Note that (52) is the price vector).



Scratch paper: Anything on this page will not be graded.



