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Table 1 

The elasticity of capital with respect to its lag term in the two approximate solutions 

 

σ  
α  

0.5 1 2 5 

0.971 0.957 0.938 0.902 
0.33 

0.980 0.980 0.980 0.980 

0.978 0.967 0.952 0.922 
0.42 

0.983 0.983 0.983 0.983 

0.990 0.985 0.977 0.962 
0.67 

0.990 0.990 0.990 0.990 

0.995 0.992 0.987 0.977 
0.80 

0.994 0.994 0.994 0.994 

0.999 0.998 0.996 0.993 
0.95 

0.999 0.999 0.999 0.999 

 

The top number in each cell is kkη  according to (14) and the bottom number is 

( ) xδα−− 11  according to (18). Parameter α  is the exponent on capital in the 

production function, and σ  is the intertemporal elasticity of substitution. The 

assumed value of other parameters are 0250.=δ  and 0050.x =γ . Moreover, in 

order to make the steady-state real interest rate equal to 0.015, the implied value of 

xβ  is 0.990. 

 


