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Computng the Equilibrium of a Small Open
Endowment Economy: Notes on Assigment 1
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Calibration

B =0.75
=25
r = 0.2
d=5.6

y1 = 1 — 0.066, y> = 1 4+ 0.066, i) = 1/2, fori, 7 = 1,2



Discretization of Debt
d=[d1,d>,...,ds01],

di =3; dao1 =56; diyq—d; =0.0065 i=1,...,400



Probability Density of External Debt

3.5
3 -
2.5
2
=
.g [ N
[}
* |
1.5}
' W
0.5
O ] ] | | M
3.5 4 4.5 5 5.5
d



3.5

2.5

density
[\

1.5

0.5

4001 Points for d

I
nd=401
nd=4001

5.5




More Patient Households, 3 = 0.8
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Less Rist Averse Households, 0 =2
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