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Given that:

Current salary is 25,000 dollars per year
Birthday bonus = $1500

a. Christine’s Marginal Propensity to Consume is k’(t)
)

MPC)

b. Christine’s Marginal Property to Save
(MPS)

Saving = Income – Consumption
Saving = I – k(I)
Saving = I – (-0.006I2+0.75I-0.05)
Saving =0.006I2+1.75I-0.05

I =26500/1000 = 26.5
So, I=26.50

k(I) = k(26.50)
Saving =0.006(26.50)2+1.75(26.50)-0.05

Saving = 15.40410

Christine will spend = 15.40x1000 = 15400

Christine will save = 26500-15400

SAVINGS = $11100
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