EXchange

Microeconomic analysis



Microeconomic analysis

- CONSUMER2

~ \
\ ™ Inital \
\ endowment

CONSUMER1 -
GOOD 1



Walrasian equilibrium
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Graphical analysis
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Existence of Walrasian equilibrate

n

z(p) = z xi(p, pw;) — w;]

=1



Walra’s law - For any price vector p,
we have pz(p) = O; i.e., the value of

the excess demand is identically
Zero.
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Pareto efficiency in the Edgeworth box. The Pareto set,
or the contract curve, is the set of all Pareto efficient allocations.
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(1) Z:xz — Zw,.
=1 =1

(2) If x; is preferred by agent i to X,, then pX, > pw;.



max u;\X;
(z],z]) {(x:)

n
such that Zxﬁ <wd g=1,...,k
h=1

u;(x}) < uj(x;) §#i.
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