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Present Consumption
Figure 2. Yelberton’s Choice: The Intertemporal Budget Set. Yelberton will make a choice between present and
future consumption. With an annual rate of return of 6%, he decides that his utility will be highest at point B,
which represents a choice of $800,000 in present consumption and $1,148,000 in future consumption. When
the annual rate of return rises to 9%, the intertemporal budget constraint pivots up. Yelberton could choose to
forms: more present saving and much higher future
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