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1. Lifetime resource of an age s individual in
period t.
(1) I(s, t)=[14+r@)JACB(s, t)+ HW (s, t)+
SSW(s, ¢), s=1,2,3
(2) HWAU, )=[1-h{#)Jw )+ [1—A(+1)]
w(t+1)/[14+7(z-+1)]
(3) HW(2, t)=[1-h(t)]w()
(4) SSWU, t)=m(@¢+2)w(+2)/{[1+7(t+
DI[1+7(2+2)]1}
(5) SSW(2, t)=m(t+ Dw(z+1)/[[1+7r(t+1)]
(6) SSW(B,t)=m(t)w(z)
2. Consumption of an age s individual in
period t and expected utility
(7)) C(s,t)=a(s)I(s,t), s=1,2,3
(8) 1/a(l)y=1+1/1+q)+ p/(1+q)*
(9) 1/a@2)=1+p/(1+q)
(10) a(3)=1
(11) EU@)=logC{,8)+1logC(2, t)/(1 + @)+
p¥*log C(3, 1)/(1+49)*
3. Asset Accumulation
(12) ACE(s,t)=ACB(s,t)+r () ACB(s, t)+
[1—A@)]w(@)—C(s, ), s=1,2
(13) TAC@E)=(1+n)'"ACE(,?)

+(1+n)"2ACE(2, ¢)
(14) ACB(,t)=[1-p)/(1+ n)*JACE (2,¢—
D
(15) ACB(2,t)=ACE{,:—1)
(16) ACB(3,t)=ACE(2,t—1)
(17) ACB(s,0)=0, s=1,2,3 (Initial values
are exogenous)
4. Production
(18) k(z+1)=TACE)/L(1+n)>"1(2+n)]
(19)  w(t)=(1—/)[k)Y
(20)  7(2)=jLR(£)}
(21) A(0)=4ko (Initial value is exogenous)
5. Government budget constraint
(22) h@)(14+n) 2 @2+n)=m()p(l+n)t3
6. Saving and saving ratios
(23) SV(s,t)=ACE(s, t)—ACB(s, t),
s=1,2
(24) SV(@B,t)=—ACB(3,1¢)
(28) 7rsv(s, t)=SV (s, &)/ {r(t)ACB(s,¢)
+[1—=A)]w(t)}, s=1,2
(26) 7sv(3,8)=SV(3, )/ {r()ACB(s, t)
+ m(e)w(t)}
@27 TSV@)=A+n)"1SVA, )+ (1+n)?
SV (2, t)+p(1+n) 2S5V (3, ¢)
(28) avwsr(t)="TSV(2)/[k() (1 +n)~*2+n)]
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