1.25 

A consumer with convex and monotonic preferences. Consumes X1 & X2 (0 

His Utility function is given by U (X1 , X2) = X1(.X2(1/2) -(  

a. Restrictions on the parameter (?

The overall utility is supposed to increase as the consumptions of X1 and X2
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From (1) and (2) ( ((((( ( ( which is the restriction on (.

__________________________________

      b.
Marshallian demand functions?

To calculate the Marshallian demand functions ( X1* , X2*) we use the Lagrange Multiplier: 
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First Order Condition (F.O.C) (
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(4)

Y – P1.X1 – P2.X2 = 0







(5)

Dividing (3) by (4) we obtain, 

(.X2 / (((( - ((.X1 = P1 / P2  

( X2 = (1/2 - (((((( (((((( . X1
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Substituting (6) into (5), we obtain, 

X1* = 2( ( ( (1

X2* = (1 - 2(( ( ( ((
