2023 LI~ 7 ukEFama / — b (8)
B RN F I & BB AR

Naohito Abe

2023 11 H4H

1 WERMETORKXILHERE
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TROE, TRTOHZENT, HEDRFBANE —EIT8 5, BRIV AT HGR A B
BWTHLEP O, HEKES —ELRD,

¢t = ¢ for all t. (5)

FREFNZRAT B L
T
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Thhbb, REGEHIHEREZ SITIFICS T5 2 810k b, EADOAWIRER
IR EEN2 5D TH D, REMEOVEAEE, YRR THRE L T\ 25 & % £ 7]
MIZHFIZREIL 2L DD TH D, ZZ CHERMEEIL TFKHHEEIL FEo 4o
FHBUEIZIIMRIZ L W Z & ] Thb, 7z 21X HEMITIZE A LRI L, BIZH-
TEIRLKFfEREOoNI GG, AHEMIZIFMESEZ L, MRORBTHEEEZRFETLII L
12782 %,

1.1 THEEETORAILER

RIZ, BIDU b xE, EQEIGIERZEAL, FKeHIERITFAEL, I A
EMEDPFIE L, Vi HEREHTH D EREL & 5, KEDVUFSGRIHEZRRMLIEL &L,
f20 < f < 12z SHHEEIS &35 & KEtOMHRIHEIZ TRHD L 512725,
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S ptu (ct>] . (7)
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Ketld, BT LS R FPHEAFNICER L TWE LT D, LU, &MZrT—E

THdLdT 5,
s.t. At—|—1 S (]_ + T) At + }/;g — Ct. (8)

e, BEOMHAIZEDEEZINS LG IS ADHEENSHEIFAMLE LS, L
H, BB RIZBWT, ABR2AL I 2HET 5. T2bbEEEZR UL
W Z &2 Bmd 5o, BMEBIESZ LU TREOHEZITV., AEDRFEZITHTIZHE
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Ar > 0. (9)
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%, Z OEGEALFIED —FESMA L. HEICBE U TR 5 &,

u' (¢) = M, (11)
1% EREEICBELTHN TS L.
BB (14 1) [Aga] = A, (12)
Tibb,
EB(L+r) [ (cesr)] = ' (1) (13)

275, (I3)EMEIZETE2A 1 7 —HRRNEIRENZEDOTH Y, KEHHELFITE L
TP EELGERADO—DTH S, ZOEKIZ FHEEMEZMEL., TEO XS RL£HRE
ANEEZDLHLENLTH 5,
u' (cy)
pu’ (cry1)
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BRI (1) TH D6, ERE S & RIHOBRAREB R LIZEL WD
EZxRLTWAS,
B OB HBEBACRRATH S & &, A1 7 —ARAITEHDOL DIk 5,

Ct 7 1
E —_— = . 15
t[ﬂ(ctﬂ) } (1+7) (15)
RHEEMZMHE LT, FORZWEBHEIEEL L THBIET 3 &,

=(1+r). (14)

1
Incgpy —Ineg=—=[In(1+7r)+1npg,
o

1
zg(r—p). (16)
72720, B=1/(1+p)THh?, ZIT. T =o0kl, BERHETOMEE2ZE X TAL
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r<(Q)pd e E, HEKMEFIRHEIIZHEM@ES LTV, ZDL ZTDOEHEIL oD
WIS 2, BRICAZE DI, o3 EZRREORFOB/BIMEDOHHTH D, ohKE
WIEE, EFAREORBOHAMEIINE K 2o T WD, BEFABEONRBOMAMEINE W
I, HEIXSRICHE O KEET, FF—EOMEMO KT 25 Z L2250, Thid
2 0Pk (Consumption Smoothing) & FFIXN, HEDOEHIF SO AR ST, HADY
JOHFEETNCBITEWBOEHFERAN=ALD—DTH 5, cBXKEWVIFE, HEDF
EEDIREIIRE L BB, BT, c&2/NSL<THE, DITLOBRDEITI U KR
BOKMENREAT B LD, o2 IEDT 5 & B S OARE DMV IZEE K &
20, HEEEVKHEET 2, 20L& EOXMOHBEIIIRIE & 0. BRI ANE D
LWL moTWna,

1.2 EpByEtEE(Dynamic Programming)

1.21 ZBEA
KEHHBE T TES T 5 Nt DB Y Bl b E,
T
max Fj [Zﬂtu (ct)] y (17)
t=1
st. A1 <(1+r)Ar+Y: —c¢ forall t. (18)

DIEFEX, 77 Ya7 vaffibdic, #HiEHHEE(Dynamic Programming, DP)%
WK 2L HARETH B, 5. FifRY: AN NEdD & 5 e —fE0 H A F#E 7V (ARL)IZHE
‘Q‘t\l\é t'ﬂiibi 5*10

Y;g+1 :pY;g—f—gtJrh 0<p< 1. (19)

72720, e (ERFIMHBI D 2 WHER AR TH 0, tHlic B 2 fHEIE¥nTH D, EH
DA LIRET B, T2, ZOREHE THEIZ, il TCOEHEOERTHLE
PE(L+17) Ay & SHADFRY, O EBE A BR L T o S HOME e, 2D D Z LTk 3,
5. ZOKFOEMPIIBITIEEREEEZEZTALD, BHRHATHLITITIE ZOR
FHISRHAIDT + BT GFEL RO T, KD DITEEZ T HENR, LA 5
T, ZOFKGIORERHEERIL, TORNTHRET 2LEELHIEEZHEICRI TS Z

L2 %, TROB,
CT:(l—l—T)AT—I—YT. (20)

*LARLIZHED E WO REIRFTHDO TN I X LDHHEBRIZT A0 ITZ2DTH D, L —fEH
RHERERARET D L HEWRETH 5,



WIZ, 2R, T— BT 2 KEDERET 2MEEER LS5, T — HIZBWT,
KatlZ(1+7) Ap 1 DEFELYr D 2R TWVW5, £I T, cr 1 DHEZITD &, K

Az,
AT = ((1—‘r—7‘) AT71 +Yr_4 —CT,1) (1—}-’)“), (21)

DEHENTR D, RGHIRM & 5 M O Rh O BUEE] 5 TifE D F1 D HFHE 2 KIS 55 5,

max [u(cr—1) + Er—1fu((1+7r)Ar—1 +Ypr_1 —cr—1)(1+7)+Y7)], (22)

CT—1

kb T a2z b, EORKEMELX @®MBNET—ETHEI L 2ERET S
&y Ap 1 &Yr 2G5 LT, BlEREE Ky ZEATWA I LIZRD, HBIER
HEAKEE B X OmAbL I NS H OB G BEMEDOME £/ Ar 1 & Yr (ITRFT
LR 72572,

FEED R AKALRTE D
cr—1=cp_y (Ar—1,Yr_1), (23)

. BURBIE (Policy Function), BURBIE D E RT3 > TV 5 ZEH % REEZ L (State
Variable) & IF.8,  £7-. AL E N7z HIYBEEK

Vi1 (Ar—1,Yr—1) = u (c¢p_y (Ar—1, Y7 1))
+ Er_1Bu ((L+7)Ap—1 + Yr_1 — c¢p_y (Ar—1,Yr—1)) (L+7) + Yr),

(24)
AT (Value Function) ¥ IR 5, (22) % MERDEE I C 2 5 2
Vi1 (Ap—1,Yr_1) = max [u(cr—1) + Er—18Vr (A7, Y7)], (25)
sit. Yo =pYr_1 +er, (26)
Ar < (1+7r)Ap_1 +Yr_y1 —cr_1. (27)
LB, BIRAIT, B OMfER U
Vr (Ap,Yr) =u((1+7)Ar +Y7), (28)

THH, MHTRELEREZETTOEEHE LIRS NS RAKIEIZEL L, (25)1F
U= v FifEA (Bellman Equation) &IN5 EDTH O, S ORACRIEIX, K

*2 BAEIZ (22) DAL E E 7 < BITIE, HIfHEARL =X —=2H 5720, AT EIBEREL S, £
Too Ap_ 1Y 125 & LT, ikt cr_ BT 2 BB R AL EE 2 BUER g <, &
WHZ 2 Ar 1Y (ORI VYR =Y a v iZWInT AR ERcr 1 DONIGE R TRDB Z &
EERT 5,



DffifERI & S ORAD Z AR b2 LS, “HloRAEREE L TER b
NTW\Wd, Sl T - 1HoMEEZZE XA, T — HNZE T 2 MiEBEBAAFTE 25,
T - 2loMEL FRIZERTRTH D, —KIC

Vi (A, Yy) = max [u(ct) + EBVigr (Arrr, Yier)] (29)
st. Y1 = pYy + €41, (30)
A1 <1 +r) A+ Y — . (31)

EELIENTES, TD&DIT, BMERIICH T o mitifiRz 5z, Rz o TR
TR % R D 2 RIEIE T12 A 1A & DIF#NTE (Backward Induction)) & IEIEXH, 2O K
HHEREE U CERT 25770 YaT VIC K BMEL BN E D TH 5,

750V aT KB REENEETEIC X BRIIBTLE T L LIRS, F
Too NV v R & i 7 I AERS S M EBUFAE T 2 e b H 5, MED—HT 5720
D513 Stokey and Lucas (1988)IZFE L < #am S LTV 5 AN KEHHEA T IZHENWT,
Wi DAHED LML T 57 — A3 DRNS, HBIZS 750 aT U TR<GHE LNV
VABRAZEHWSBEORAKDE N, HIEIISHOHEDORKKEZ KD DDITH L, #HFIE
FHZB T2 BER(EE ) BB E RDE 2 IZH Db, AV a—R—%2 VT, BUEMIZE
2R D56, BINEHETRIX(1)% A [ & Olwiiik(Backward Induction)*(2)fifiE B %K
1% (Value Function Iteration)d &% & 0O FIETHEL Z L1/ 5,

1.2.2 #&3MEE D)FHE(Backward Induction)

# A 1 & DIRE (Backward Induction)id, By ¢ &l LiE O mE I B 1 278
MELUTWBRHIZEL UTHHI NS FETH D, KiHHB I TIE Ko mEBE O
M. TROLERFLOBORT DR E L TV ARIZEKHVWS NS, T ORGRKE K
i FKEMD N ERFICERS Z L IEH D AR VWREDOZ L TH O, BHIZIX AR OFHFamH
BARTI20CTHHE oI, 120D IR E 85, 120/ & D IO R THT., H5
WIS ORUR(HE - Ir& BT 2 BEIEEZ LU 3 ) 3B S ITE T VITHAL
LI EDAEETH B,

BEIZ. Backward Inductiontd XL~ v ABRRZE LT 5 & SITHWTWSDT, 22
Tl & » BEAIZ, Backward Induction A\ 7 @ik % /9 5,

SBEWEEELE 77T Va7 VIC KBRS D7 — AD 21z, K E A Y (Time Consis-
tency) 3 b, 72750 T a7 v OPERAEAENEEZ AL S LV E & 2 ORIZEINEHETE DM & 1
RO, RS MR, FRA 72 — A THRET A Mh#E5] (Hyperbolic Discount)iZ &% % D1z
B L CldHarris and Laibson (2001)% &8t &,
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Rt ORI ETIIE U, T+ UICRERBRE BV E VWS ZEhs, (22)78Han
7o T — 1B T~ v~ v AREAE

Vo1 (Ar_q,Yro1) = Malf [u(cr—1) + Er_1fu((1+7r)Ap_1 +Yr_y —cr_1) (1 +7) +Yr)],
_ (32)

ThHhoTl EHDTD bep_113. Ap 1 &Yr 2 EHR2 L T 588 ey =
o (Ap_1,Yr_1) &7 %, Eil 7R HE KEer 12T 5 IERRIE & KALRTE % $E
I, WD Z ik Ar &Y (DHEERIVER—Y 3 VITHINT 5 &
e 1 DOREEETRDD L 2EKT 5, ZIZTI —FBHEMZIV Y RoENIZL S
HEROL AT & fR 9 54,

9. B EZEENAT ARENRD D, DFOHITIE, B Safis % X 5,

(1) BB

FHBATIZ s DE A2 TEL S FifFHEE I 21 & — DR (T%) THET 2 B8HEATHY..
BLOZE Eﬁﬁwﬁbﬁmém1m5kﬁmﬁé ﬁﬁ%%i\i‘ﬁ%tﬁL@%®:
Bz & 0, SEHEAARSEFE S O3EY, AERRLBE SO 3EIRO S % Z 1)
W2 EIRET B, TRbE,

Y, =1+1.07¢"D (33)
Income =Y; X wy (34)
wy = 0.7 (RWRED & &), (35)
we = 1.3 (BWFHED & %), (36)

232,

BETSw, DIREEIL, BIHIOREBIZIKEFEL TE Y, illosEre & SHbE#ETH
5%$Mw\E%K%%XEE%:aﬁ%ﬁkﬁﬁé%$Mw@%é&¢éoé%@%
REDMERDFTHIODREED AIAKIET B2 EH DI NF U — Ve IEEN S, ZOEFILD &
T, ZODELPE RSBV E DX Fil e SHOREBIX TR OHEBERITIITERDT
ZEeMTZ B,

Low at t+1 High at t+1

Low at t 0.9 0.1
High at t ( 0.1 0.9 ) ’ (37)

4 BRI BOE AL RTRE O IRIEE IR & 9 BHFZICB T D BUEM —#B L Tid. Judd (1998) 135z L &
U C O 2L L TW5, Miranda and Fackler (2002)1&B#FTHEIEICFEE L <. £7/zMatlab® I —
F2&<{#E#HLTHH, & V)%ﬁﬁ’]f%%fﬁ A—=RBT I IRy JADEFETHHETETLES -
O, BUEFIR 2 BET 5720 LAmETHJudd (1998) %5 2 L 2 BEIOT 5,
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(LD EME BV T, t+ 1BV TH 2EVFETH BHERDI0.9TH
52 LaRDT, 0K BHEBHERTIITREBOWR % 5dib T & 2fEREfIZLa Y
cF =V EIEEN S,
(2) BLEHE
SLEEOFRIIEH L REEE T, —EOFRES T L5, T40bb, FiffidmEHE
% T,
Income = 0.7 X Yyetirement (38)
L5, TORGFIIBVEEF L., ZD S bERAID204FIFRITHEEH 289, 21805
JE e HEEITV. 60 THLREL, D O0FEEZ5LEE L TRIT 2 KET 2,
SIABEEIXCRRATH b, ) AZ[E#E IXe = 3, KIS = 0.97. &FIZR = 1/8,
P& RE IR Y 1 & 57,
COHFRETIE RELBIIEHEALHEY 3y 2w “FBEHTH LD, Fifday
ZwDEBEIZZFEEL 22V T, 5LRAETICZE. High &Low® “FEEHOIREIZE L,

T NICfifERI %= A
o _
Vi (Ar, High) = max ft_ i B(0.9 % Vi1 (Apyr, High) + 0.1 % Vi (Aigr, Low)) |
' (39)
r 0170' -
W@%wa%:mm:;_U+5®J*%+MAHLHWM+09*%+NAHLLm®),

(40)
LRV YRR E DI EIT 5,

REEBZFBCEM T 2561k EEO LRE FRE2Z FANCRTT 20ENH D, HD
ANZEROBRVGEDOEREED FRIZY R TE 5, ERE2 X OMEICHET S DY)
THhDME NTARX—PEBIIMGTT 5, Lo T, fE» EREZEXTCTRS S
LEELSHE, MERZ2ALLS ERZ2ZRETI2LENRDH L, KELERMEZFKEL, ML
2w RES & BEE I B E R & X £ ) —EATRERIZBINS 50T, #ihda
V=R —DUEEEEZEILRNS TV Y RE L DBHEND S,

FO#ITIE BEORREZYR, EE%2100& L, 0.18ATHELTWS, Lzh-o

T, &FEIX
Ar =10,0.1,0.2,...,99.9, 100], (41)

B NaT - Fr—VIIHRBEROERTH Y. < OMRROBRIBIMHLH 5, Hho7d #
A9TNIELA D R T, FRAUFEIIITNLIT - Fz -V OFAET->TWVWES,

6 HBREEZRDBE I L L WMTETH 5, £7-. AppendixiZHE#H L TWE T0 s S5 AT, HIHIEEA
Ktz k0 BEARD, EEMEIRK > TVWEIRERZEZ TV,
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C1001ED 7)) v RizpE XN T W BT,

9. BRI B B Al R
VT (AT) ) (42)

BT 5, BEITIE REIHZOE ORI TR RERE R £ T RICE T O T,
SO MEEROME L. (RAr + Yr) & AHONTE /O N2MH e S U< A5, fto
T, EESY v FICBILT, MHEROME kD2 L, FROL 51043,

(RAT (i) + YT)l_G.

l1—-0

Vr (Ar (i) = (43)

Wz, Fon O MMEREEE AV, NV U ARRORKEERZ, Ar_ D&Y
v FIZBILTR®D 2D, GOV ZHWT, HENLY Y ABRAORKEZ KO NI,
Vi o RKDBZENTARETH 5, VKL ZDMEEEZITS Z LT, MR OMmERE %
KB ENARETH 5, KT ANEEMM(E = 80)& =D —Hi(t = 79)B L U 1Y
Hi(t = 7T8) DM EREK DIk Z i 725 D TH 5, fMfEBIEILE pEKHE B L T By inEd
B, POMBBIZR-oTED, HAWVIFE, RWAKEIZRD, 2OMPEIRER TR > TWY
<, BI2iZFERIZPolicy FunctionZf#i\" 726 DTH 5, mHfi(t = 80) Tk, BRAEE(E
HEZITEEICRMZREL, SOTHBEMATZED)2TEEET 22, To—HaiTI
KEFZIFIFE R RoT WD, Tk, KO ZHIMICHEZ 2EIE TV S (FiElbIt
TW3)ZEERLTVWD, B3Ik Fifdi7etRr%2ava—&X—FETYyIalb—1HL,
AN T A4 7 A I NTEI R V25D TH D, ZOETITIE, KRR & SFD
FIUKEEIZH 572, B UHAHEFEMELRL, BHIZED ANDPARETH IV, RidEHE
R IX— % £ 21X TTH L2 (D)FICAERERD O, 2O ABRAENTER
W, 20D ZODHEEN S, HEBIE B TR B> TW5, 50X TS & HEIXIF
IF—HL, BESEELLEVHEF RV, 502 BE R ETSUICEESEEN A, 5
BEFIRHFCEEDOID I UDIRE D, AHEFEMENRS 720, EEERN A 2RISR
DHEE LT LD,

AppendixiZ® 2 Matlaba — N & FElD@iHZMIGEE T, €0 —ElFa— N2
TU. BRA B ED T T, AEE O MifEBI > Policy FunctionD ik % H 73 THiW THR
Ly,

TEEORMEE YR L THZ LT, REBEHNEZEAL WS I LIk, HEL LTADMEHET S
ZELTMIBETH D, TDHE, fED ANEITD TN HBRICR D,
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X1: Value function

1.2.3 (f{ER#R1EE(Value Function Iteration)

/%\i’C“O)WJ’C“ I RO IA 7V ANV ERMET 520, NEORKHZZELZ, Z
DFER, FEW Iz & 0 AEREB DR ZML L, REHEFHE ERIC LD B EDITR
o7, —H. XIZUETINDOGEE, FWRINGEMHZ2 & EET, WRAET2EET 52
EN—BAITH D, TDEE, WO LTI & U 7zBackward Induction2M# 2 75
%5, ZOMRDY, WREAHORETIL BHFOWRW(DA) PREFITKF LR v, EH
IR FRAET 5, EFHREBIZEWT, MlEBEBOIRITREIZ L DB LR %25, ZD
i, Value Function Iteration ¥ FFIEN 2 7L IV X L2 & 0, AMEBEE D IR 2 $UE
WZRD B Z & BE[RIZ R B,

B R O Rl bR E 2 E A 5, SHOHABEEZw. BTN Z g, REZEK
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45

Consumptien
n

X|2: Policy Function

Zr, AV MA—LVERZcTRL, BNGEAMEZUATO XS ITEET 5,

max Z Blu (w4, cr) (44)

{et}io =0
Tip1 = g (T4, ¢t) (45)
xo @ given. (46)

LRI OMEZE RN TR RS N EESHEZV TR &
V= {m}ax Zﬁtu (xe,ue) s.twppr = g(z,¢) and . (47)
ctiZ0 3o

ZTIZT NV VABRABUTO LS ICERESI 0D,
V(z) =max (u(z,c)+pV(2')) st. 2’ =g(x,c). (48)
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H5H—EDEM T T, Value Function Iteration& X I1XN 5 FElOEEIZ XD, N <
VAR 7 TG (1) 225 Z B ARETH B Z 2 BHISNT W3,

Vigr =max  (u(x,c)+ BV (2") sta' =g(x,e).j=1,2,..,. (49)

9. I O MAERI DAV, 2 ER T 2, B IZETORBEHD Y v FiZ
BLTHICE Db L 70 5 AR ERES 5 Z L A%\, £ OAMifEREE D fadd & v
T, v v iRRAZ &AM 55— OMER DMV, 2 KT 5, T DIEEZ DK
LTw< e, ifEREBIE—EOBBIR IR L TW< D TH 5, T O 7REHEIL ~b
< Y SREADHENEBITR > TWD T IR L TWD, HFN LT RIZE L TikStoky
and Lucas (1988). FEM 747 )L T X LIZB L Tl Ljungqivist and Sargent (2004)%
& O'Miranda and Fackler (2002)iZ8 W TFEL < FHHI N TV 5,

2 Code

%% Simple Life Cycle Consumption Model with Uncertainty
% A RAHE € 7)1 % Backward Induction Tff <

% # WO HEZEIZCRRA

% W(t+1)=R*W(t) + Y(t) -C(t)

% Frfg> a v 2 I3 FGE D FAE

% 20104104

% BN

clear all

tic

%% Set Parameter Values

gamma=3; % Y A7 [Al##EE

beta=0.97; % #I5[K 1

R=1.01; % ©%| (1/betaTd 5 HEIE/\)

maxage=60; % 1 4E

retire_age=40;% SLBERETHERM L D H/NIVWHBEDH D)
%% ErEZ ) v KOMERK

max_w=100;% & D & KfH

min_ w=0;% &EEDH/NME(ARTH )

inc.w=0.1;% 7V v Nig
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n= round((max_w-min_w)/inc.w+1); % # 7'V v N

% TV v R

for i=1:n

w(i,1)=min_w+inc_w*(i-1);

end

%% AR % %% % %% % % %% % %% % % %% % %% % shockvalue=zeros(1,2); %
Fifg a v o

shockvalue(1)=0.7; % {Kfn{5FE B fE

shockvalue(2)=1.3; % @IS FEBiE

% HEW AR

trprob=[ 0.9 0.1; 0.1 0.9 |;

% FiSERE D IEMER T

Earning=ones(maxage,1); % Fifd® 7 0 —

g-young=1.07; % 72 E 1 D fFEER

for k=1:maxage

if k<=retire_age

Earning(k)=141*g_young” (k-1);

elseif k>retire_age

Earning(k)=0.7*Earning(retire_age);

end

end

%% WAL %% %% % %% % %% % % %% %% VL_age=zeros(n,maxage);% 4 7 1
77 AN

VH_age=zeros(n,maxage);

Util=-10000000000000000000*ones(n,n);% & DO HE FEIR % kT 5

Cons=zeros(n,n);

policy_1_age=zeros(n,maxage);% 4F#t - Policy 70 7 7 1 )V

policy_h_age=zeros(n,maxage);

policy_1=zeros(n,1);

policy_h=zeros(n,1);

%% & AR %% %% % %% % %% % %% % %%  for i=1:n

for j=1:n

Cons(i,j)=R*w(i)+Earning(maxage);

14



if Cons(i,j)>0.0
Util(i,j)=(Cons(i,j) " (1-gamma))/(1-gamma);
end

end

end

%o #ERUZ B 1T B AMifE B £ D/ %
for i=1:n
VL1(1,1)=Util(i,1);

VHI(1,i)=Util(i,1);
policy_l_age(i,maxage)=R*w(i)+Earning(maxage);
policy_h_age(i,maxage)=R*w(i)+Earning(maxage);
end

VL_age(:,maxage)=VL1’;
VH_age(:,maxage)=VH1’;

%% Main Loop: Backward Induction %% %% %% for k=2:maxage
% k=112 B> % Policy IZBEIZ ZHEH &
Cl=zeros(n,n);

Ch=zeros(n,n);

Ul = -10000000000000000000*ones(n,n);
Uh = -10000000000000000000*ones(n,n);
for i=1:n

for j=1:n

invretire=maxage-retire_age;
invage=maxage-k+1; % i & Z

if k<=invretire % B:E#%

% BLBRIIFRE—ETH D Z LITIER
Cons(i,j)=R*w(i)+Earning(invage)-w(j);

if Cons(i,j)>0.0
Ul(i,j)=(Cons(i,j) " (1-gamma)) /(1-gamma);
Uh(i,j)=Ul(i,j); end

end

if k>invretire % 1551
Cl(i,j)=R*w(i)+Earning(invage)*shockvalue(1)-w(j);
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Ch(i,j)=R*w(i)+Earning(invage)*shockvalue(2)-w(j);

if Cl(i,j)>0

Ul(i,j)=(Cl1(i,j) " (1-gamma))/(1-gamma); end

if Ch(i,j)>0

Uh(i,j)=(Ch(i,j) " (1-gamma))/(1-gamma); end

end

end

end

% NV »FIRERDRKEZ G

for s=1:n

[VLO(s,1) pl(s)]=max(Ul(s,:)+beta*(trprob(1,1)*VL1+trprob(1,2)*VH1));

[VHO(s,1) ph(s)|=max(Uh(s,:)+beta*(trprob(2,1)*VL1+trprob(2,2)*VH1));

end

VL1=VLO’;

VH1=VH0’;

VL _age(:,invage)=VLO0;

VH_age(:,invage)=VHO;

% Policy functions®HE H

if invage<=retire_age % %551

policy 1(:)=R*w(:)+Earning(invage)*shockvalue(1)- w(pl(:));

policy_h(:)=R*w(:)+Earning(invage)*shockvalue(2)- w(ph(:));

elseif invage>retire_age % 5B

policy_h(:)=R*w(:)+Earning(invage)- w(ph(:));

policy 1(:)=R*w(:)+Earning(invage)- w(pl(:));

end

policy_1_age(:,invage)= policy_l;

policy_h_age(:,invage)= policy_h;

end

%% % %0%0% % %0 %0 %0 %0 %0 %0 %0 %0 %0 %0 %0 %o Yo %0 %0 %0 %0 %0 %o %0 %0 %% % %0 % %0 %0 %% Life Cycle
Simulation

simnum=5000;% ZK&t%X

sigma=0.5;% #JII&E PE A1 DEEHENR &

mhu =0.1;% #7345 DY E

16



cons_sim=zeros(simnum, maxage);% ¥ I a2 b — b IN/ZHE
next_wealth=zeros(simnum, maxage);% [FI&pE
incomedist=zeros(simnum, maxage);% [Ffi{5
wealth=zeros(1,simnum);

wealth2_1=zeros(1,simnum);

Yo W& PEIAH DAERK

for i=1:simnum
wealth(i)=round((((randn(1)+mhu)*sigma)-min_w) /inc_-w+1);
% Note that the grid number: n=1+(wealth-min_w)/inc_w
if wealth(i)<1

wealth(i)=1;

elseif wealth>n

wealth(i)=n;

end

end

wealth2=sort(wealth);

% WA D &2 X V3 7 F = — v DEH I L ANE
lengthpro=length(trprob);
P=(1/lengthpro)*ones(1,lengthpro);

for i=1:100

P=P*trprob;

end

incomestate=mnrnd(1,P,simnum);% A543 4 O FIERRE
Yo 25 BRIE I D B HY

for i=1:simnum

for k=1:maxage

asset=wealth2(i);

if k<=retire_age

income_now=incomestate(i,:);

nextshock=mnrnd(1, trprob,2);% FifSikREDHER

if income_now(1,1)==1;
cons_sim(i,k)=policy_l_age(asset k);

next_wealth(i,k)=R*w(asset)+Earning(k)*shockvalue(1)-cons_sim(i,k);
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incomedist (i,k)=Earning(k)*shockvalue(1);
incomestate(i,:)=nextshock(1,:);

elseif income now(1,2)==1
cons_sim(i,k)=policy_h_age(asset,k);
next_wealth(i,k)=R*w(asset)+Earning(k)*shockvalue(2)-cons_sim(i,k);
incomedist (i,k)=Earning(k)*shockvalue(2);
incomestate(i,:)=nextshock(2,:);

end

elseif k>retire_age

cons_sim(i,k)=policy_h_age(asset,k);
next_wealth(i,k)=R*w(asset)+Earning(k)-cons_sim(i,k);
incomedist (i,k)=Earning(k);

end

wealth2_1(i)=round(((next_wealth(i,k))-min_w) /inc_w)+1;
if wealth2_1(i)<1

wealth2_1(i)=1;

elseif wealth2_1(i)>n

wealth2_1(i)=n;

end

wealth2(i)=wealth2_1(i);

end

end

VKiS A= 2

teststat=zeros(maxage,6);

for k=1:maxage

teststat(k,1)=var(log(cons_sim(:,k)));
teststat(k,2)=mean(cons_sim(:,k));
teststat(k,3)=var(log(incomedist(:,k)));
teststat(k,4)=mean(incomedist(:,k));
teststat(k,5)=var(next_wealth(:,k));
teststat(k,6)=mean(next_wealth(:k));
end

%% Plot
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axe=zeros(maxage,1);

for i=1:maxage

axe(i)=i+20;

end

figure

plot( axe,teststat(:,2),’k’, 'LineWidth’,2 );
hold on

plot( axe,teststat(:,4),-kx’ );
plot(axe,teststat(:,6),’-ko’,’MarkerSize’,3 );
title(’Consumption, Earning, and Wealth Profiles’);xlabel(’age’);
legend CTHE ) Fi S & #E,2);

hold off

toc
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