Exercise 0: Life Cycle Model
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1 Stochastic Life Cycle Model

ZOMETIE, BRI 79 A INET L EEETZ HEREMEAN t=1,..., T O,
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V(t 2 a) = max + BE[V(t+1,2",a") | 2]

L=~
subject to

c+a <(1+nra+zw
logz’ = plogz+e e~ N(0,0%)
c,a’ >0.

NRIRX—=RIZ, T=10,v=2, =097, p=0.99, 0 = 0.02058 ¥ T 3.
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