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1 Suppose an expected utility function has the property that is Arrow-Pratt measure of
risk aversion is constant —u"(x)/u'(x) = r . What must the form of the utility

function be? (15%)
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5 TERAT2BEN/NUBBGE IS RERAIINT © (20%)
Y=C(Y)+I(R)+G+B(E,)Y)  0<C, <l;I,>0;B, >0;B, <0
L(RY)=D+FR  L,<0,L, >0
R=R'
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