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Excess Sensitivity of Private Consumption in Japan

YANO, Akira

Abstract

Consumption excess sensitivity of income means that consumer response for the ex-
pected income.

The theory of permanent income hypothesis is each consumers aiming maximize their
utility and predict their lifetime assets, without being influenced by short term fluctua-
tions of income. By this behavior, economic growth of one country is stable. Above hy-
pothesis might be in applicable in Japan? Verify using econometric method, the purpose
of this study confirm those hypothesis.

So the analysis results in Japan is low in the degree of excess sensitivity in comporison
with the overseas countries.

Japan suffered protracted recession after the collapse of bubble economy. Japan
learned importance of the calculatedness of consumtive expense.

I value this inclination of Japan. We Japanese want to take over to future generations.

Results of this analysis is to be welcomed for Japanese economy .

oo

gboboobooooooooobooOobOoOoOoOobOOoOoOOOobOOoObObOOoOobOoDboboo
gboooooooooooooooooooooooooobooooooooooboOoooo
gbooooooooooooooooooooooooooooooooooooooo
gooooooooooooooooogoooooooooooooooooboooo
gooooooooboooooooboooOoooooOooobooboooooDOoDOobOobooo
gboodoooooooooobooooooooooooboobooboooooooooooo
gbooooooooooooooooooOoobooooOoooboobooobooooboboOoobooo
gboooooooooooooooooooooooooobooooooooooboOoooo
gbooooooooooooooooooooooooooooooooooooooo
gooooobooooboooon

goooo
SHE DB E RS0 excess sensitivity of private consumption[]
8% PT12IREH0 the life cycle hypothesis[]
SEANRBF ICE D\ TITENI ©BEZSU rule-of-thumb consumer
7« 2 —7J5 R0 the Euler equations(]
— M {bFEZHRED Generalized Method of Moments[

37



Oo000000000000 1700 20130 120

1.0 00000 O (excess sensitivity of private consumption)d O O

goooooooooooooboooobooooboooobOoooobooooDboo
oooooboooobooooboooobooooboooobOoooobooooDbooo
Uobob0bO00OobOd M. Friedmand 19570 0 0 O O 0O O O O permanent income hypothesis[] U U
oooooOooooooooooooog®

00000000000 0000000000000DO000O0DOD0o0O0O0oDODOoO0oOooDOoO
000000 (excesssensitivity) D 0 D00 000000000000D00O0O000F™®

O0bO0oobb0o0obo0oo0obOooboboobobuoobobOOFabinb 9810 000000DO0O0
obobOobobOobobOobooooooooooooxOooochobonoApPpOOOOO
o0bOOo0obOOo0ooOOoOobDOooooood

Xev 1= h+ o1 Xi+ P2 Xe -1+ o+ PpXe—p+ 1+ Er+ 1
Cir1—Ci=a+10Xi+1— thi— p1 Xi— p2Xi-1— . — PpXi—p+1)
+ BoaXi -1+ BoaXi -2+ Bp 18X —p+ 1+ E2 41

00D000000™"0000000B =B =B »=...=p ,=000000000000000
000000000000 000000D0000R «# 00000R 000000000000
00r@e . 0ODODODOO0OO0O00000000E[D x]E E [xe-x]0 0000000 (= cui-cd
00000000 «>0000000000000000000000O00000000000
000000D000000000D00000000000000°%*0

cobooboobOooboobOoobOOoooOOoooboOoobOoonoo

coboobooooobooooboooobooooboooobooooboooooboo
gboooooobooooobooooboooobooouobOobooOooboooooboo
goooceppUbObOOoobooobOOoOobDOobOOoOobOOoOobOOoooooboooboooooon
gobooooooooboooooooogo

00000000 DO0econometricsd 0000000000000 0O0O0OO0O0O0OOO0OOO
gobooobooobogooooboooboobooboobooooooooooaoo
googoooooogoooobooboboobooboobooboobDoooboboooo
goooooooboooooobooobooobEder000O0O0OO0OOOOOODOODOO

glioooooooooo0oobo0oooo0oobooDbo0ooDOoOooooOOoOooOOO2o0t0td44n,00
020040450 00 0000000000000000O0O0O0O00O0O0O0

0 20 Flavin(1981)0 O O 230
030 Hall019780 0 00270.0 00000 0O O certainty equivalenceD0 0 0 0 00000 0uwd 00020000
00000000000 0000000000000000000000000000000 00 020040

04511

38



oooooooooooOoOoOoOooooo

000000000000 ooooooooooooooooooDoooog
J000000bO00b0b0b0b000bO0O0DbODOoodife cycle hypothesistD O OO0 0O OO
U permanent income hypothesistD DO OO0 0000000 OO OO approach 0 Hallll 19780

U0D0000DO0O0000O0O0Ederd OO0 approach0 000 O0O0OO0OODODOOOMMO

gooo0ooO0o0obO0ooboOdbOoO0bOoOOoOoOo0oOoOoOooOoooOobooOoooOooooo

O0O0OElee 0000000 ODO0OOOEuerDO00OD0OOOOU(CY=0 Ef(+re:0uwc(101]

0 O O O O life cycle hypothesis , permanent income hypothesis 1 O 0 OO0 00000 O0OOOONO

oooooOobooO0oOoOooOoooOoDOoborO0bOO0O0OOODO0ObObOODODObOOobDOoOooO

U O Oliver Jean Blanchardd Anne BrunilaO OO0 OO0 OO0 OO O Leitmotiv O O Ricar-
dian equivalence 1 0 0 0O 0OOOD0OO0O0OOODODODO OO excess sensitivity of consumption [

ooo0ooooob0obooboooob0oboooboooOobOobOob0Ob0OOoOgDg approach

U O Ricardian equivalence U O O O 0O 0O 0O O O O life cycle hypothesis, permanent income hy-
pothesisU O OO OOOODODO
Joob0bOb0O0000ob0bb0o0o0o0obobO0O0d parameterd 0000 O O O O overidetified
goGMMOUOOUOmomentsU OO0 O0O0OOGMMUODOOOOOOO0ODOODOOOOODOOO
O0O00OGMMOUOUOE[f;(w;, Z,8 )]=0, j=1,.. mO0w000000000D00CO0O0O0%Z
=000000000e000000O0DOCOf/OHYOODOOOOOOODOOOBOODOO
kOODDOOODmODOOODOODOO0ODO0DOm-kO0O00DOOD DO O parameterd OO
UobbbbooooobD Qe®)=g® Yy W)L DDODOOOOODOOOOOOODO
oooocoobocevMOODOOOOODOOOODODOOODOODOOOODODOODOODOO
pu0odo0oooooooobooOobooOobooooooono

gboooobooobooobooobooboonn

ogoooooodooooodoodoooooobb oo ooooooobooog
o0ddddUexcess sensitivityl 0 0000000000000 00O0O0O0O0O0O J.M.kynes[
00D 00D O absolute income hypothesisU D 0 0000000000000 0O0O0O0DOO0O0OO
ooooooooooooooooooooooooooooooooobooooooooo
odobOoooboooooobooooboooobOoooooboooobooooooooo
0do0b0ObO00ooooboboOo0oo0obobobooounoOMilton FriedmanO OO OO QO OO0
jddddddddooooooooooooooooooooboobbbbbboboboboboono
ogooboboboboooooobobobbtbooooobobbboooowdoooooooobo
ggoboboooobbiwoorboiobbbooouoobbouoooobobbooobooboo
00000000y =000000y=iWwlOOODOOOOODOODOOOOODOOOOcOOO
0000000kPOOOOO00"

O 40 Friedman 19570 O O O 240

39



Oo000000000000 1700 20130 120

2.0 000000 (excess sensitivity to consume )0 O [

21 00000000D0O0@OD0O0O0000000O000000)
— 00000000000 0OEuWerd00O0O0OO0OO0——

O00000000000000000000000000000000000000000
000000000000000000000000O00base000000000000000

O00000000000000000000000000000000000000000
0000000000000 0000y 0000000000000000000000000
0000000000000 0000000000t00w1 0000000y 0000000
000000000 00Blancardd 00 0000 O horizon indexd 1/(1-y (F°0 0000000
O0D0p'00000000D00000D0D0000DDND000DDO00ODDOpODoO0O0
000000000000 00Ramsey modeld 00000

O000000000000000000000r0000000000000000000
O0r000000000000000000000000D0000000000000000
00o00o00oo0od

0000000000000 0000000000Ono-Ponzi-GamedO OO OO OOOO0OF™

cobooooobooobobobooooooboooobOOobOobobOoOoO01IobobOoboOoboo
tOpbOO00O0O0O0O0OOOOCOOOODOODOOOOOOCOOOOOODOOOOOOOOn
booobooooboooobooooboooboobooooboooOoobOoOooboOoboOooon
ooboooboobooooooXxoooooooooooooooo

-t
0 kt) = pe 0000x0 D0000O00pD DODOO0OO
gooooooooog

E(X) = {)'tpe*Pt dt=[— te(* pt)]go_|_ {)‘e(* pt) dt = p71

O00000o0b0O0o0obO0o0obO0o0oo0o0ob0oOobOoODboOOrrisk-adjusted interest, (1+r0/y OO
oboobooboo«s0yw obOobOoOooooooocoooobooboboobOooboonboooon
obobOooooooboobobOoooooOobOoboOooocOoobOobOOo0os«kOobOonoan
gtdboooooooooooboobooooobooboobOobOobOobOobOobOoboOoonoon
ooboooo

050 pO00O0000OOBIlanchardd 19850 model 00y =1,0000

de0 0000000000 DODOO0O0ODODODO0OOODDOOO0O0OODODOOO0OOoDDOOO0OOoDDODOOoOoOoDOoDOOoOoOooOO
Jodd0bObOO0o0o0oobOO0oO0o0o0bOoOO0o0ooOoOO0o00oDbo0o0o0DbO0 oooDobOoOoooooooooo
0000000 0ODODO reverse mortgagel ]

40



oooooooooooOoOoOoOooooo

gL oLk DODDOOD
gogoooooooooobobobobboooddooooowyooooobn oo
gdboboooboobobobooobobobouooboboboobobzaoo22200booooon

MaxE: (¥B)U(e/, (), 0<y =1 (2.1)
ji=0
Ci = Cpt Ou 0RO (2.2)
oooo

CEkDtDDDDDDkDDDDDDDDDDDDDD

pOO00D0000ODAO+8 0'0D0DOO0ODO

o 00O00oooooo

g0000o0ooOooooooooaono
E0000t000ooOooooooooooboooooooooooooon
u(c;rDDDDDDDDDDDDDDDDDU'>ODu“<ODDDDDDDDDDDDDD

DDDDDDDDDDDDCEkD 00d0gt0100000t0000000A0 total effective
consumptiond D 000006 0000000000 O0DOOCOOO0OO0O0OOOOOO0O0OOOOO
OM220000000000000600000000000000C000O00O00O00O0DOOCOO
oooobooooobooooobooooboooobOoooobOOobOoobOOobOOoooOonn
ooooooooooooo0ooooboO0o0oebObOOOODOOOOODODOOODODOOO
oobooboobooboobooboooooobooDbOooDo

goboobboobobobobooboobbobBaleyd197100000000000000
000000 Barrod 19810 000" 1 0000 Bailey, Barro 0000000 M OO0O0O0O0O0O
OO0D0O00000000000D00000effectiveconsumption 1 000 0000O0O0O0O0O0O0O

gbobOkxkobOooOobobooooz21gb000oo0oooom23000oaooo1igogn
o-OoobOoobooboobooboooboon

CIkZ Veok+ Tok— toxk+ 1 ;r ar— 1,k - 1+ Og

= ht,k_ atk+ 1 ;I'

ar-kk -1+ O (2.3)

oooo

haOtOO0KkOOOOOO0O0O0000Oyxk+T k-t

y 0tO0OkOOOODOOOO0 OODOO

T «Otdo0kODODOO0O00O0oOooooooooo

t0 t00kOO000000000000 lump- sum tax[1J

ax 0 t00kO0O0OO0O0O0O0O0O0O0O000O00D0O

axd +-100kOO000O000DOOO0O0O0COO0O0O0O00O0OO00O0O00OM
«0t000O0O0O0 000

r0000000000

070 Baileyd 19710 0 O 0 050, Barrod 19810 00 OO0 00 0801

41



Oo000000000000 1700 20130 120

yi.T oot ke g, 000000000000 DcontrolD 0000000t ODODOODOOOO0O
gbobiodbala,000000000DOO0O0O0O0DODOO0DO0ODLOOOOODOOOO0O0O0
oooogoo

ooooooboobobooboobooom23gooooboooooooooooboooboon
00000000000000000000 Ponzi-gamed OO0 00008

Ponzi-game [J [J [0 no-Pnzi-game condition0 0 00000000 0O0O0OOOOOOOOOOOO
O0(+r0/yOODOODOOOOOCOOODOOOOOOOODOODODOOOkOOOOO
oobo0o0m2300000bo0oO024000n00OnDOd

1+r
Y

EtCZk:Eth,k'i‘ GEth+ az—l,k—letWt,k (24)

g2400000000D0O0ODODOOtOD0ODODOUOODOUOOODUOODODDOUODODOOODO
gogobooogoboobobobab00t-10b0t0bobooboboboboobobooo
0000000000000 0DO0000DOO000O0DOO00DO0DOOD0OO0ODOOoO0OOODOOOOn
0000000000 0oDOOo0DOOoO0bOoOoDbOoOoDOo

000000000C 0000000000000 00000MmM250000000 Hall
019780 0000000000 Euler equationsd O 00 00O OO Euler equations 0 OO0 OO0 OO0
O000O00OO0OCOPontrjjagmn00000D0O0ODOODOOOOOOOOOOOOOODOOOOO
O0O0o0OO0DbOobOOoboOob2100b0DbDO0ODbODbDOD21b00D00DO0ODODODOODOODOOO
oooooooooot«0bwlODOO0O0OO00OO00ODbDOoOOO0oOOoDOoOOoOoOoOoDOobDooo
oobooooooobooboooooboooobooooooooooobobobooboobooOo o
gooooooooobogooog
oobobooooobbooooobobooooobOooooboobooooooDboge2soO
OEuer000000O0O0O0O0DOOO0ODOODO0ODODOODOODDODDODODODDOODOODO
0000000000000 000000D00000DO000O0DO000O0DO000O0DOO00
OMOO000O0EulerequationsD 00 0OO00OO0OORamseyD 00O OO O0O0OODOODOOOOO
oooogo

0010000000 ctm i) OO00O00weD i) 10000000k iv)

00000 fktID v)OOOOOOONO vi)OOOOOOOp O
oo0o000«kOO0O0DOO0O0OtOOO0DOO0O0OO00OO0ODOOO0OOtOOObObOODbDOODOoOn
OO00OO00DOO00DOO0o0DbOO0DOO00bOOo0obDOoOoDOoODbDOg2sODO00DOOOobOOOn

Eu' ({4 ) =B+ (c])) (2.5)

CbooooboOflfecycleD=00000000000COO00OOOOCOOOOOOOOO

0800000000 #j00000000000000 g, Jim;
ooo

‘“(11r)ja”j*“j=0 0oooooooo

42



oooooooooooOoOoOoOooooo

oooooooogoboooogboobooboobooboobobobboDOobboooDOoDO
oobooom2s00000ooooodob0dbENCeO0ID00000oooooooonoog
oooboobobDOobOvuveO,000000000D00D0cO0O0O00DOO0ODODOOOOO0OO?2
00000000D000000000C/0200000000000000000
gboooboooboodobobOEderDO0OO00O26e0000000000000000000OO

ECT, =17 0%Cc+ 40 (2.6)

2e00000000000COOOOODOy ODOOOOOODOODOODOOOOOOOODO
Oo0ooO0o0o0o00ooO0o0oD@oboOokOo0oDOOoO00ooO00oDOO0oO@My pO0rated O OO0
0000y pOO0OO0000y /(0000000000 DODOO0OO0O0O0OODOOOO=IMRSOOO
(y/(+) /(yB)=@ (1+r)' 0000000000000 t00«®*1000000000000
od

O00d0d% =y 06 =000000CHaIO 197800 0000000000000 DOOO0OOO
Uodob0000o0nOEulerequationd Eici=c 0000

gooobooooooboboobooobobooboooboobooboboobooobooboobobooDo
0260000000000 00DO24000000000¢t0000x0000D0O0O00O0O0OO
O total effective consumptiond] O O O [M2.70 00000000

Czk:ﬁO‘Fﬁl[Eth,k‘F 6Eth+l;ratfl,kflzﬂO‘f‘ﬁlEtWt,k
where
B Y (S —r) B _ Y1+ d)
P=twna+r-p° P10y @7

D2.7DDDDDDDDDDDDDDDDDDCFDDDDDDDDDDDDDDDDD

CEkZ Bo+ Bi[E.:Hu+ OE G+ ! ;r ac- k- 1] — 0g

= ﬂ0+ ﬂlEtWt,k_ Og. (2.8)

02700280000 oOO0OO0OkODODwjOOO00OOCDOOOOCDOOOOODOOOOOOOnN
Ew,d0o0O0Oo0O0ooOp,0000000000000D000000O000B ;1 E W O0OFlavin
gsigooooooooooooooooooooa

22 OOoOOOoogoo
1jg0ooboooboooooooooooolooobooobooboobooooooan
cbooooooobobdoboobooooooooooobodoboboooooooooogod

09m2600100cOO0OO0O0O0ODOOOOOOOOODOO

43



Oo000000000000 1700 20130 120

0000000000000000y 000000000000kO00000y *O0OO00000

gogbobobooobbooobbooobobbooob2000bbooonn

oo 1
PINE oyk: -7y (2.9)

0000000000000000000000D00000000000000001000
ooooC,00000000000O0nn

F=(1—p) Dy, (2.10)

k=0
Oooooooot«vooooooobooooooo0ooooooooooooo1ooooo
gooooooooooo
EtVVtz(l—'}/) Z'}/k\Nt,szth-i'(l-i-l‘)at—l'F OE. G (2.11)

k=0

gogbobogo2npbogobobooobbboooobbooobbooo

EcHi=(1—-17) i }’Hi‘. (%)jEtht+j,k+j= i (IY?)J'Etth (2.12)

k=0 j=o0 i=o0

cobooboobooliboobooobooobooboo22BOo0oooaoooaon

ar—-1=(1—-7) i'ykilatfl,kfl (2.13)
K=

oooooooooooooonooebOOObOOO24000000DDOOO

_ SPRR I N —_g T i .
OEth—G(l—}/) Z’)/k Zo 1+I‘) Etgt+J—ej=ZO(1+r) Etgt+J (2.14)

k=0 j=

goooiooooobobobbbbbbidooogooooooooooboobooboboboboo
oooogooooo

Cf:ﬂO‘Fﬂl(Eth-l‘ GEth+(1+r)at71)—9gt (2.15)

0215000000028000000000121500000000000000000000
00000000000000000000000000000000000280000000
00000000000000000M2150000risk-free000000000000000
Or=56,y =1,0 =000000Flavind 19810 00 0000000000000

goooooboooooooooooooo

r oo =] )
1+rEt2j:0(1+t) ht+_|

p
c,=ra,_,+

44



oooooooooooOoOoOoOooooo

00ooooooooood2i15000 C? DDat=ht+(l+rDat_1-Cf gooooobogog
[II:II:ID[II:ICF,1 oono CtpDDDDDDDDDDDDDDDDDDDDDDDDDD
02.160 O 0O ORicardianU O non-Ricardian 0 D O 000000000 OO0OO0OOODOOOOODO
O0D0O0O0O0Oy OeO0D00OODOODDOO

cr=—r1fo+ (1 +1)(1—Bi)c/_+ Bi(1 —y)EHi+ B16(1 — 7)E:G:
—Ogi+ (1 +1)(1 — B1)Og - 1+ By (en+ Beci) + u. (2.16)

goood
en= (Ec— Ei-1) ZT: O(%)jht +
eot= (Ec— Ei-1) Zjo: 0(%)'1& +j

02160 0000000000000000000000000000000000O0O00O0O0
O000000000000000000000000000000000000000000
O000000000000000000000000000000000000000000
O000000000000000000000000000000000000000000
0000000000O0Oooooooogohe

00000000000000000000 keyd parameter D Oy 00 0000y 01000
0000000000000 0000000000D0DDDO0000000000O0

l0ddddd00d000dd00d00d000dO00O0O0O0OOde D0OdOOOOOeOOOOO
0000000000000 0000000000000000000000e 0000 OOD
000000000000000000000000000000000O0O0O0O0O0OOOOn
0000000 00000 ODOOOODOOOONODOOOODOOOONODOOOODNDO
0000000006 =100 Feldstaind 19820 condition” "0 0000 0000000D0O00O0O
crowdingout 00 0000000000000 0000O000D00O000OOOO0ODOOO0OO
OO0y =1,6 =0,0 =r00000000000216000HaIO19780 00000000000
000000000 000000000000000000000000000O0O0O0O0000

T
Cambelll:l1987IZ|DDI]l?DIZlDDDDDFIavinDDDDDDDDDDDDDDhtErat—1+h[EID
DI:IStzhr—cfDDI:IDDI:IDDI:IDDI:IDDDDDDDDDDDDDDDDDDDDDDDDDDDD
gooooo

- =i
Si=— ijl(l + 1) ahi+

gboooooooooooobooOoobobooooboooooooooooooooooOoooOoOoOooon
goboooobooooobooooboooboooooboooon
011000Ricadd0 0 0000000O0DO0O0O0O0O0O0O0OO0OOODOOODOOODOODODOODODODOBODBO
gobooooboooooooooooobooooobooooooooooooobOoOooooooooooo
0120 Feldstain0 0O 0O O O 220

45



Oo000000000000 1700 20130 120

23 0000000000

0000000002160 0000000000000000000000O02.1600000
000000000000000000000O000000004d

00000000000000000000000000000000000000002.160
0000000000000 D0O0ODOOO0O0O0O0O0000000Dh,00000g,;0000
000000000000000000000000000000000O0h0g 00000
D00000000000000000000000000000000oooooooooon
0D000000000000000000f00000000000000oooooooooon
0000000000000 0000000000000000000oooooooooon
0000000000000000000000000000000000ooooooooon
0000000 HayashiD 19820 000 000000000000000000O0O0D0OOO0O0O
0oOooOo°* 0000000000000 000000N00NO000000oNonooooon
000000000000000000000000000000000+1000t00000
0000000000000 +1000000000000000000000000002.170
0o

EH _1Hi- 1= 1+
tie— ,}, 1t -1= Y 1T €Ht,
E:Gi— 1 ;,_ -1Gi-1= 1; gt — 1+ €at, (2.17)

02170000c¢-01000¢—-[(14n)/y 1 ¢,., 000000000 MM21600000000

00000000000000000 ¢, 0000000000000002.1800
goboz218000 0ooooooooooooooobfdu,emmecdO0 000000000

oobooboobooonoOd-000 matrixtd OO0

l+r o (1+r)
¥ (1=B)~——c_,

—/31(1—y)l;,”ht_l—egt+6(1—ﬂ1+y)l;,”gt—l

=B+ [(1+1)( -

2
—9(1—&)%&#\4 (2.18)
, r(a—r), _ ., _ya+9
Po=T+n ° P=l-"00
Vt=ﬂ1(th+Gth)—ﬁ1(l+r)(th—1+Oth—1)+u[—1;,_rut—1

d21s000d0booooobooooobdboooodbododid momentsd 000 GMMO

0 130 .Hayashi 19820 0 O O 290

46



oooooooooooOoOoOoOooooo

goooo0oooooooooevMMO0oooooooooooooogooooo
3.000000000000

3.1 Excess Sensitivityd OO0 00000000
gooooooooooogoooooooooooooooooooooooooobooo
0000000000 00000000O000Oexcess sensitivityDOOOO0O0O0000O0O0OO
O00000000000D0000D00000000 permanent income model 1 O 0 02.180 M1
OO0O0O0OODOexcesssensitivityl 00000000000 O0DO0O0OCOCO0OO0O0OOOOOOOOO
O0O00000O000O0O0Omyopic0O00000O0O0OCO0O0O0DOOOCOOODOOOOODODOO
U000oo0b000obOdobOOoO rule-of-thumb consumers U OO0 OO0 0O0OOOOOOO0O
O0O0o0o0oo0ooOO0o0o0o00oooDOOo0oO0000ooO0o0000o0DO0o00000000ADn rule-of-
thumb consumersJ O O OA OO0 0O 1-A O permanent income 0 00000000000 OOOOO
ooooOoooooooooobDoaODI-AOO0O0OO0OOO0ODOOOANDOOOODOOOODOOO
oooomi-A 0000 10000000000000O0O0O0DOOOOOOOO0O0BO0O0000
0 00 0 O rule-of-thumb consumers ] 0 0 0 KynesianU 0 0 0000 O0O0O0O0O0OOOODOOO
0000000000000000000000h{(hi=y{+7{—t/) 000000000
ooooo yf EIEI[I[I[I[I[I[I[I[I[I[I[IDDTIEDDDDDDDDthDDDDDDDD
DDDDDhtDDDDDDDDDDDDDDDDDDDDDth}lh ooooooooooDo
000000000 rule-of-thumbconsumers 0 0000 O00003.1000000000000
cr=yi+ T —t'= Ah, (3.1

oooo

h:( O rule-of-thumb consumers 0 O O O O O

y, 01000000000

t¥ooooooo

tf 0ooo

g3iligbouoboobooboobooobooobooobooooOo0oOooOo0oOooOoO0OooOoooooan
OO0000Ofinite-horizonD0 0000000000000 OO0OCOOCOOOOOOO0OO0OO0OO
oobooboobooboooooodgooooooboooooooooosiooooood
coooboooooboooooboooobooooboooobodobooooobooognn
[IDIZIIZI[IDIZIIZI[IDI:II:IDDDDDDDDDDDDDDDDDD3.2DDDctEICFDDDDD
oob0oobooobooboooboooobooooDzasom
obom215000000000000032000000¢0

_ Y —r) o Y (1 +96)
Po=trnarr—po =107

0 00O rule-of-thumb consumers 0 permanent income consumer 1 J 0000000000000

47



Oo000000000000 1700 20130 120

Joobooobooboboom™320bobnoogoooo

C/= ﬁ0+ /lht'i‘ ﬁl[(l - A)EtHz'i‘ 9(1 - /,L)Eth'i‘ (1 + r)az— 1]
—0(1-Vg (3.2)

320000000000 0o00oocooobo0oboobooooooooobobooooooon
OOD0O0OODOexcesssensitivityd DO 0000000000 O0DOOC0OOOOOOO
032000000000000000HayashiDOOOOOOOODOOOOOOODOOO3.30
ooooooad

Ct= ﬂ'o'l‘[(l +r)(1 _ﬁl) + 1 ;I]Ct—l
2
—%(1 —ﬁl)thz‘f‘ Ah— 1 —i,},_r(/l(l +'}’)

2
+ﬂ1(1 _ﬂz_’}/))ht—l'i‘A%(l —ﬂl)ht—z

—Oﬂ—lmﬁl;rMI—Mﬂ+y—ﬁﬂgq

—Q%Fﬁeu—ﬁoa—agtz+w (3.3)

ggg

16 —r)_ _y(d+9)
Po="ten® Pl

g33gooobuooooodoboooooboooboboobooooboooobooobooon
03300000p 0Oy0deO0aDOOO000DOOOOODOOOO400000O00DODOOO
oooooooO0oooooo0ooooooAaOODOOOOO0ODOODOOO0O0ODODOOOODOOO
oOooooooOoOoooO0oooOoooooOooooooooooOoooOoADDODOOOODODOO
oobOoobOoooooobooooooboooon

Oo03300000000000000003300000000000000000DOO0OB ,0
ydeOADOOOOOOOOOODoveridetifiedd00000000O0O0O0O0O0DOOOCOOOO
toboobooboooboobooboooboobooboooooooboocMMMbOOonOO

32 0O000O0O0OoO0oO0—oeMMMODODOOO—
0000000000000 000000000000000O00O0OdO GMM-Generalized
Method of MomentsD O 0 GMMO OO OO0 OO FP“

0140 000 00 0O O Hayashitd 200000 300, Greend 20000 260 0 O O O

48



oooooooooooOoOoOoOooooo

GvMUOOOOoODODOOooooooOooooooooooooooooooooooooooon

GMMO O

i) OLS, GLS, 2SLS, MLO maximum likelihood methodO , O O Instrumental variable methodd O O
00o0D00DOOo0ooOooobOoO0oevMUOO0OO0OOO0OOOO0ODOOODOODOO

i) 0000000000000 O0O0OMLOOOO0O0O0O0O0000000000000000

O000000o0o00ooo0oo00o0oUoDo00ooUDoUOoMLEOODOOO

oobooboobobosMMUOOOOoooOOOoOoOoOoOoOoOooOooOoOoon
i) DOO00D0D0000000000000000000000000000000000

moments 100 OO00O0000O0O0O0OOOOOO0O0O0OO0O0OO0OGMMOUOOOODOODO
good

iv) 0340000000000000000000000000 0 iteration method 0 0 0 0 0O
good

U000OmomentsH O 000000000 DODODOOO0O0O0OODODDODOOOK.person U OO0

gopbobobooobbooobbooobbbOHansend 19820 00 00GMMODOOOOOONO

Green.W.HO 2000 P00 0000000000000 0O0O00OOO0O0OEViews7d 000
0oo0oooooo

obooobooooboeMMOOOO0OO0OOO0OO0O0ODOOO0O0OO0O0CO0ODOOO overidetifiedD O 0O O
cobooboooobooooboobooboooobOoooobOoboOoOOobOoOooOOoDo

ooo0p,OyOAaOd6040000000000M00M330000000000000000 80
CO0bDO000O000mouooOO0O0oddO overidentifiedd O O O

goocMMUOOooOoooooooooon

GMMOO00kO0O0O0000O0pOLOOO0O0O0O0O0OO0O0O0O0ODOO00000000B0O0
ooboroKobOoooooooooooooooao

E(m(y., ) =0 (3.4)

00000000UB)=u(.X,p)0KOOODOOOZzOODOOODOOODOOODOOO
ooooooooon

E(Zwu(B) =0 00@3.5)

gbobooboooboooooooooosstogoooboogooooooboobooobooon
cobooobod

mi(B) =+ 3Zu(B) =+ Z.f =0 (3.6)

0000000LO00000 parameter0 00 0B 0000000 O0Oparameter 0000000

g1mo0o0izedroOOoOon04200430 0000

49



Oo000000000000 1700 20130 120

O000000000000L>KOOOO O overidentified (0 0 O O O exact solutiond O O O 0O OO
0000000000000 oooDoD0OmT@E)H)OOODODOOOO0DOODOODOOROODOOO
0000000000000 00ooo0oo0bboo0o0o0o0ooOoooooobDoo

J(B, Wr) = Tmr(B8) "W mn(B)
=L u(B)ZW Zu(B) (3.8)

OoWr0O0000000000000000000000000000000000000
0000000000000000000000LXLO0O000 WrO0O0OOO weighting
matrix 0 000 OGMMO O 003800000000 00000000000

000000000000 00GMMOOOO0O0O0D0D0O0OO0O0O0O0O0OODOODODODOOOOO
00000000000000000000000000000000O00OoOoOooooooaon
Jdd00000d0dddd0d0oddoooooooooo0ooooooooooooao
000000000000000000000000000000000000JoOooi'™o
000000000000000000000000000

cGvMMOODOOOOOOOOOOOOOOOOOOROyO60AO000O0O0C0OOO0ODOOC
oobOoobOooooooooooood
000000000 ODOOCOCOOOOOOOOOCOOOOOO0O0OOn
p:.00000000O0DOOCOO0O0O0000OO0
yuooooooooo
AO00O0O000OO0OOOO0OO0000O000O0O0ODO000000

33 ODO0O0Oooogoo
cooboobobobgoobooboobouobooooboobobOoDbDoboDoooboobDoobooo
oboobooDooooooooobooboboseboo2011goooooboobobonoon
oobOo0obO0ob0obOoooobooobooobooobooooooobowyToooooooooboogio
obOobOooooooooesbonoooboooboooboobobooooboooobonoon
oooOooboooooooog
cooOobooooobooooobooooboooobobooobooooboooooboan
obooooooobobobooboooooo4b00b00Ob0O0ob00ObOObDObOObOOOboOn

Ole0cGMMOOOO0OO0O000O0OODOOOODOOOOOOO2SLSO00000O0OO0ODOOOOOODOOOOOO
Hansen(d 1982[11 280 0 0 0 0 0O 0O O O O O O Test of Overidentifing Restrictions, Jtest0 OO0 00000000
goo0ooooooooeumMOOO0O0O00OO0O0O0OOOOONDODODOODODOOD

T =NQx(0)
0000000000000000J000000000000m-kOOyx 200000000000000
OODO0Ef W, 2,8]1=00j=1,..,mI000000000GMMO g(@)=0 000000000007
oooooooooooo

50



oooooooooooOoOoOoOooooo

oooooooogoboooogboobooboobooboobobobboDOobboooDOoDO
oboooooboboboooooooobo1oocoooooooboboobooooooon
oooboboboboooobooboobooobobobobOooOooooboobooboboboDbo
ooobOobobobooboooobooobobooobooobObOOoobObOoobobooobooon
obooobOooboooboooboooboobOoobOoobOoboboooboooboooooooonn
cboobobOooboooboooooooobOoobOoobOobobOooboooboooobooooonn
00000000000 000000000000000000000000000000
toboobooooobooooobooooboobouobOoooOobOobboOobOOobOoOoOODo
cobooboobooboooo
gboboooooboooboobooboooboooobooobooboooooobooooooon
coooboooobooooobooooboooobooooboboooooboooonn
coooboooooboooobooooboooobdooobodoboooooboooonn
oooooboooogooboooogboobooboobooboobobobboDOobboooDOoDO
Oob0o0obO0oobooobobooooooooooooboboooooooocobbOODO
oooOo

34 00O0O0O
0000000000000 000000000O0O00O0D0DD0O00000ooLsoooon
)0000O0O0OOoO0O0o0DD0000000000oooO
i)000000000000O0EDed=0 forall t
DO0i)0D0DD0DD0D0O00EDOxed=0 0000000000 0000000O0OOOOO
0000000000000 000000000000000000000000000000
000000000000 000000000000000000000000"% 0000
034000GMMO00D0O000ODOO0O00ODOO00ODOO0OOOOOODOO

gobobobooboobooboboobooboobobs 4, 5000000000000
3,4, 50000000003,4,500000000000000000000DO00O000O00ODO
ooboobooooooood

1r70ooobooooos2d
guoooooooobooooobooooboononD4200000

51



Oo000000000000 1700 20130 120

4.0000

oob3400booobbooboobooboon

oobooooOooooooo

Dependent Variable: CONSUMPTIONP+GOVP

Method: Generalized Method of Moments

Date: 11/05/13

Time: 23:19

Sample (adjusted): 1985 2011

Included observations: 27 after adjustments

Sequential 500-step weighting matrix & coefficient iteration

Estimation weighting matrix: HAC (Bartlett kernel, Newey-West fixed bandwidth

= 3.0000)

Standard errors & covariance computed using estimation weighting matrix

Convergence achieved after 289 iterations
CONSUMPTIONP+GOVP =1.375* (1-C(1)+ 1/C(2))* CONSUMPTIONP(-1)
-1.8906/C(2)*(1-C(1))*CONSUMPTIONP(-2)+C(3)*HINCOMEP-
1.375/C(2)* (C(3)*(1+C(2))+C(1)*(1-C(3)~(2)))*HINCOMEP(-1)+C
(3)*¥1.8906-C(3))*(1+C(2)-C(1))*GOVP(-1)-1.89)6/ C(2)*C(4)*(1-C(1))*(1-
C(3)) *GOVP(-2)

Instrument specification: CONSUMPTIONP(-3) CONSUMPTIONP(-4)

CONSUMPTIONP(-5) HINCOMEP(-3) HINCOMEP(-4)

HINCOMEP(- 5) GOVP (-3) GOVP(-4) GOVP (-5) IMP UNEMPLOY

KABUKA UNIVERSITY

Coefficient Std. Error t-Statistic Prob.

C(hH= 1) 0.811719 0.057689 14.07063 0.0000
CQ)(= ) 0.810945 0.039421 20.57151 0.0000
C3)(E= ) 0.147087 0.073780 1.993599  0.0582
CHE= ) 2.341313 0.739701 3.165214  0.0043
R-squared 0.788084 Mean dependent var 2.273083
Adjusted R-squared  0.760443 S.D.dependent var  0.241815
S.E. of regression 0.118355 Sum squared resid ~ 0.322183
Durbin-Watson stat ~ 2.437578 J-statistic 6.139287
Istrument rank 13 Prob(J-statistic) 0.725901
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Austria : 0.4720] Belgium : 0.7040 France : 0.4280 Germany : 0.7020 Italy : 0.5040 Greece : 0.601[
UK : 0.675
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