# 2.26

Since p1=p2=1, we know that y = x1+x2.

L = (lnx1+lnx2) + λ(y-x1-x2)

FOC: Find that  x1 = y/3  and  x2 = 2y/3

Find the indirect utility function to be u(y) = ln(2)+ 3ln(y)

u'(y) = 3/y

u''(y) = -3/y2
R(y) = 1/y > 0; Therefore, this function shows risk-averse behavior.

R'(y) = -1/y2 < 0; Therefore, this function displays decreasing absolute risk aversion. 

