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Homework 2

Macroeconomics I. Homework 2. October 20, 2010. 1. Consider an infinitely-lived household who makes consumption and savings decisions to maxi- mize. âˆž. 
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M1-TSE. Macro I. 2010-2011. Homework 2 Toulouse School of Economics Ernesto Pasten ([email protected] ) Frank Portier ([email protected] )



Macroeconomics I



Homework 2 October 20, 2010



1. Consider an infinitely-lived household who makes consumption and savings decisions to maximize ∞ P β t U (Ct ) t=0



subject to At+1 = (1 + r) At + (1 − τ t ) Wt − Ct where τ t denotes the tax rate on labor income in period t. There is no uncertainty so all future wages and tax rates are known to the household. Assume that β (1 + r) = 1. (a) Describe optimal consumption-savings decision (i.e the consumption Euler equation). Explain what this expression means. (b) Show that consumption in period 0, C0 , depends on the sum of current financial assets plus human wealth: (1 + r)A0 + H0 How would you define human wealth here? (c) Consider a temporary increase in the labor income tax. In particular, suppose that τ 0 increases from τ to τ 0 for the current period, but τ t = τ for all future periods. What effect would such a tax increase have on current consumption? (d) How would your answer differ if the tax rate increase was permanent? 2. Consider an infinitely-lived household who makes consumption and savings decisions to maximize ∞ P β t log Ct t=0



subject to At+1 = (1 + r) At + W − Ct where W denotes a constant per-period labor income. There is no uncertainty. (a) Is consumption increasing, decreasing or constant over time? Explain. (b) Show that consumption C0 is proportional to total wealth, where total wealth is defined as   W . (1 + r) A0 + r
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(c) What is the marginal propensity to consume out of financial assets, i.e dC0 dA0 To what extent is your answer consistent with evidence suggesting that for every $1 increase in the stock market, household consumption increases by 3 to 4 cents? (assuming that β = .97) 3. Suppose households make consumption-savings decisions to maximize ∞  P t E0 β U (Ct ) t=0



subject to At+1 = (1 + r) At + W − Ct where W t = W + εt and εt is a serially uncorrelated shock to income. Let β (1 + r) = 1 and b U (C) = aC − C 2 . 2 (a) Show that the optimal consumption savings decision implies: Et [Ct+1 ] = Ct (b) Consider a regression of the change in consumption on the lagged change in income ∆Ct+1 = γ∆Wt + vt+1 Explain why we should expect that the estimated coefficient γ = 0 if this model is correct. (c) Now suppose that you regress the change in consumption on the change in current income: ∆Ct+1 = γ∆Wt+1 + vt+1 Should we still expect to estimate a coefficient γ = 0 if this model is correct?
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Homework 

The diffusion problem for the density Ï�(x, t) in a 1D box is defined by. âˆ‚. âˆ‚t Ï�(x, t) = D ... (2 âˆ’ E)2 + Î´2. ] . 5. Prove the Thouless formula ... 2. Â¯u(Î¸), where V (Î¸) = kcosÎ¸, and show that for a state with a quasienergy Ï‰. âˆ‘ r. Jn
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Franck Portier Homework 2 Problem I .fr 

Homework 2. Problem I â€“ A Simplified Real-Business-Cycle Model with Additive Technology Shocks. Consider an economy consisting of a constant population ...
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Homework 3 

Oct 20, 2010 - where Î t denotes dividends (profits) obtained from firms which the ... (d) Now suppose that the government taxes labor in order to pay for government spending. In ... 2. Consider the following general equilibrium model. Households cho
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Homework 1 

Oct 20, 2010 - Suppose production has the following CES (constant-elasticity of ... 2. Consider a profit maximizing firm that chooses inputs Kt and Lt to ...
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Homework 3 

Oct 20, 2010 - Solow Model with Investment Specific Technological Change: Suppose that the production ... (c) What is the long run growth rate of output?
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Homework 0 

(Hardware/software interaction) Which of the following instructions should be privileged? ... CountdownEvent can be in two states, nonsignalled and signalled. ... It acts as the CountdownEvent until it reaches zero, but then, it continues to ... (Fil
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TU170 Homework sc 

TOUS DROITS RÉSERVÉS - ALLE RECHTE VORBEHALTEN - ALL RIGHTS RESERVED ... Commissioned by Jim Self for The University of Southern California ...
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Homework 1 - Nicolas Fourrier 

6. Find the real roots by factoring a) 3x2 âˆ’ x âˆ’ 4 = 0 b) âˆ’6x2 + x +12=0 a) (x + 1)(3x âˆ’ 4) b) (âˆ’2x + 3)(3x + 4). 7. Solve the equation by using the quadratic formula.
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â€” MONETARY THEORY â€” Homework #2: The Classical Model 

concave) and Î¨(Â·,Â·) is an aggregator, strictly increasing and concave in its arguments. The household enters the period with money, Mtâˆ’1, and bonds, Btâˆ’1, that ...
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Homework 8 - Nicolas Fourrier 

(c) Estimate the size of the population after 20 hours ? (a) Fifteen hours srepresents 5 doubling ... (e) eax = Cebx where a = b. (a) x = âˆše. (b) x = âˆ’ln(5). (c) x = ee.










 


[image: alt]





Franck Portier Homework 2 Solutions Problem I â€“ A Simplified 

Solutions. Problem I â€“ A Simplified Real-Business-Cycle Model with Additive Technology Shocks. Consider an economy consisting of a constant population of ...
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Math 1210 - Homework - Nicolas Fourrier 

9. (d) âˆ«. 2. 1. 3 x4 dx = 7. 8. (e) âˆ«. 1. 0 xâˆ’1. âˆš x dx = 40. 3. (f) âˆ«. 1. âˆ’1 ex+1dx = e2 âˆ’ 1. 5. What is wrong with the equation: (a) âˆ«. 1. âˆ’2 xâˆ’4dx = xâˆ’3. âˆ’3 |1.
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Math 1210 - Homework - Nicolas Fourrier 

Find the derivative of the function f by using the rules of differentation. Credits are ... Find an equation of the tangent line to this curve at the point (1, 1). For x > 0 ...
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Homework on Lex - Christian Rinderknecht 

Oct 25, 2005 - Write an integer postfix calculator in Lex. For example, expressions such as 1 2 + and 1 2 3 4 /*- should be evalu- ated respectively to 3, i.e. 1+2 ...
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Math 1210 - Homework - Nicolas Fourrier 

A company estimates that the marginal cost (in dollars per item) of producing x items is ... cos of producing one item is $562, find the cost of producing 100 items.
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Math 1110 - Homework - Nicolas Fourrier 

Then, using Markov Chains, the probability to win a game resulting from this ... this project will be a good start), any programming language (C, C++, C#, Java...).
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Year 12 reading and translation homework 

Attention ! Il y a 5 points supplÃ©mentaires pour la qualitÃ© de votre langue. ... substituer Ã  la littÃ©rature comme mode d'expression possÃ©dant son propre langage.
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envision math homework answers dbid 8e06 
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Chapter 4, homework - English is cool 

Snow White has got black hair. 5 â€“ The wolf ate Riding Hood's grandmother â€¦â€¦â€¦â€¦â€¦â€¦â€¦.. she was in the forest. Exercise 4. ComplÃ©tez les phrases en vous ...
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Solution for Homework Assignment 4 - efreidoc.fr 

do this is to break the address up into k bits for the page number and l bits for the offset. ... Silberschatz et al. exercise 9.8 Consider a logical address space of eight pages of ... are 32) and 10 bits for the offset (frame size = page size), for
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The Fun They Had - my english homework 

she wrote, â€œToday Tommy found a real book!â€� It was a very ... And then, when they turned back to the page before, it had the same words on it that it had ... That wasn't so bad. The part she ... Please insert yesterday's homework in the proper sl
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Answers to Selected Even-Numbered Homework Problems 

vÂ¢u 1b2 a22. C. 0.500 m. 0p 0r. 11.60. 1032 r 3 kPa m; c. Kr2 2. C; f. 21x y2. C; u ...... systems were built by the Romans during the period from the fourth century B.C. through the .... In the E-book, answers to the even-numbered problems can.
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Chapter 5, homework - English is cool 

big guy from security opens the door. (bring) ... camera to shoot a film with the extras. 6 â€“ Chris Evans and Kristin Kreuk were on the set yesterday but security â€¦
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JDK 8 Lambdas and Streams MOOC: Lesson 1 Homework - Oracle 

complete using the things you have learned in during the lesson. For lesson 1 we will ... exercises called Lesson1.java. To simplify ... equivalent method reference.
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