Consumption

More on Inheritances

i

1 1
Cg+ey——=Ys+Yy——
st Is J’u]+r

Cs

KE J‘ .$T"\TE Lectures in Macroeconomics- Charles W. Upton

The Immortal Consumer

U =y4log (c4)+ y,log (c,y)+ vslog (c3)+
740G (C,)* 15 10g (Co)*..

KENT.ST}\TE Consumption- More on

Inheritances

The Immortal Consumer

U =y4log (c4)+ y,log (c,)+ vslog (c3)+
V4109 (C4)*+ v5 10g (Cs)+ ...

U= log (c4)* ylog (c,)+ y?log (c3)+
v3l0g (Cg)* v* log (Cs)*-..
1>y>0

KENT'QTA-I-E Consumption- More on

Inheritances

The Immortal Consumer

1 1Y
Z:y1+y21+r+y3( j +

1 3
— | ...
y4(1+r}

KENT'QTA-I-E Consumption- More on

Inheritances

Hall Test

=

KENT.?I}\'I'E Consumption- More on

Inheritances

Hall Test

Ca = ¢Zt—l

KENT.?I}\'I'E Consumption- More on

Inheritances




Hall Test

¢ =¢,,

C—C,= ¢(Zt _Zt—l)

Consumption- More on
Inheritances

KENT STATE

KENT STATE

Hall Test
¢, —C, = ¢(Zt _Zt—l)
Any changes in z

must be
unexpected.

Consumption- More on
Inheritances

Hall Test
C,—C, = ¢(Zz _Zz—l)

C,—C= ¢8t

Consumption- More on
Inheritances

KENT STATE

KENT STATE

Hall Test

G =6, = ¢‘9t

Ct = ct—l + ¢gt

Consumption- More on
Inheritances

Whose Income?
Cx
Yu
1 - CS
KENTI.?D\'I'E Y gConsumption- More on

Inheritances

Cu

Yu

KENT STATE

Whose Income?

If the children
make more (less)
money, the
parents should
spend more (less)

L

> Cg

Y gConsumption- More on
Inheritances




Whose Income?
Cy .
If the children
make more (less)
If the parents make
 more (less) money,
sp: the children should
spend more (less)
Y p-------
L\ Cq
KENTSTATE Yo neee” " "’
Whose Income?
Cy
Suppose the parent
gets a raise of $1 and
parental spending
goes up by 10 times
the increase in the
YH child’s spending.
- A\ Cg
KENT STATE M e N
Whose Income?
CH
Acy, | _ Acy, |
Acg ‘Ays Acg ‘AyH
Yo p-=-=-----
L - CS

- .
Consumption- More on 17
KENT STATE Y entances

Whose Income?
Cy .
If the children
Yes! make more (less)
If the parents make
 more (less) money,
sp the children should
spend more (less)
0 Hii Yes!
L\, cs
KENT STATE i )
Whose Income?
H The same ratio should
prevail when the
child’s income goes
up.
goes up by 10 times
the increase in the
Yo f------- child’s spending.
- A\ Cg
KENT STATE Y S erancen " :
Whose Income?
‘H In Fact,
” Ac,,
Ac
S layg S layy
Yo p-------
- Cg
KENTQ?D\'I'E Y gGonsumption- More on 18

Inheritances




KENT STATE

Thoughts

Consumption- More on
Inheritances

KENT STATE

End

All rights reserved

©2005 Charles W. Upton.

Consumption- More on
Inheritances

20




