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When ¢; > Tu, the consumer is a borrower (he consumes more
me) while the consumer is a lender (or saver)

than his current inco
when ¢; < m; (he has a saving). (Figure 10.3 of Varian)

Figure C

The Intertemporal Budget Constraint
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Optimal Bundle: Marginalrate of

intertemporal substitution=slope of budget

A
Endowment Bundle:

What you get today and tomorrow



