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2 .wealth accumulation
3. consumption smoothing is far from perfect
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1. Amos Tversky and Dannial Kahneman.1973
2. Many People Have Net Worth Near Zero



VFovsbwbs,le © (rvu [4) p:dl..» & Goladl sladadl dolbadgs | AY

S10335 (ot B pan <313l ool sl 53 5 31y 0yl (3 31 il 523 B iS50 s 4S5 5
)lu\.v\d‘..; ‘Lhaé‘}_'vu )‘ ‘5‘)[?..‘.; ‘5‘}: PLY M”L;a QL:\«J ijs dua}‘} R [JJ)L.« )W ‘)
G 3> 35 Dy 155 5 el 135 G s S e b C s S
Cews w ) .J.AT).\ YA 39d> ¢6JAT)> d’)}: ((vj )j.!) kS:;.i._t:jJ ui;uﬁlf, K.«sJ.aT)LAT oylsl
@)}3 [("”hijb] ‘S"'iﬁszutlt-;“s“’d u;‘)bg(\QQI\) Jjb‘)‘jb\ J.-Lla‘).) .A)jTL;a
cﬁ.ﬂbjc}aﬁj}:ﬁf\:ﬁa&b&iJﬁwdﬂubu)bqbbjjw‘p '.Y.]ajjcﬁ)j;
aS das e SIS Ay S e Sl o L Lyl (6l 45 ol 3595 (b las
Sl plewle Shacd ¥s8 e s ‘Qj;@)'):&;gyw;wgua)uu:;)&ﬁ;p
L ads das oo i aS S o bgiow N Ve fre e jliie Soos S ol 6l oSSk
Sl B sl olils )il Jle sl obls 5 e solsel slacu S dslas dile
L s lalgls slass wls ple slialay sl aa b Jdo alsls 5l o3 VAO
35 5 oS 03l (6 eSS G a Sondly (il B3k b on b3l oo YAIV 4 5
ONS alazdl ¢y ke & 5 Lo 5 45 (G355 (e B pme (S5l slgat (51 Lol 1 (5 sl oS
JL& UKl e ol U’"Jﬁ d},,,.l:}.ab_ J}}.AL:JJ S —j‘)L{ JLA gl,..»l?w J.La )
W0 3 T8 G5 me | 45 S o KaS Doy 505 Slaesl il st st s

S o (S8 Sl

Fact3:V Céd>

55 53,5 et L 503031 (6 o 45 o3 el 03 3 331 53 g Jole S )

Al (63l 5 g 5 oS Bl
a;»TC,w:q\).uT):JS'/.Y')\Owdﬁjbajym.JAT):@)'de‘YngJJ'/.O

S g5 Aoy VY 5 olaBl Loy S dsys £0 ooy ST WYL do s 7.0 Ll el

S sS e L 5 Sl ol ge a5 1y (615 3 (61 le s sl iy 5)

b (SKy a5 o olaslsen 3l 513 Glon Sl bl 5 aS das s LA Cumen )



A | e gla sl S LS 5 e SRS g

A3 solbles aiope S plyeas ol et 530L S (515 REINGN
oias DS o Sl 4y 5 5l dms L AS s B eme Sy sk o oyl sl B aS s 8
Gl LT 163, 580 1 15 5 .55 53 0l Lt Suotl (VAAY) ol il 358
P iz S o Bl o B 1S (6l G T IS e e K5 (610 1y i IS

DT LS e ol b il ds o |y sl o slacoalow 36 il oS e

S ER Cawlw QBN SB pan— QBRSNS o 4 f2
Sl sl Ld> Jde S 4 b a5 s Ol p3,S Loy STy (gl s 3l atins 4
Lo s slaasl b psdigalin- Wsalis 5 (6505 =05k dohe 53,8 ol 5L 9IS 5Ll
Ol gl 90 Jos ¢l oMo diien i 120 K35 g 5L slaesl 5l 3 (gl
S a3 e Sl o Jole Sy ol IS JS o9 5 Bl 3 ) et
Slslpon & o5 45 Dip 50 Glaosl gl 538 b e (pl ool 938l 3l ol g5
Jloasdlos s 1) O yme oS g 5 (slaosl sl 5 58 o3 0L SWH 0les Isb )3 3 pnzs
Tl e e a8 Ume 358 Jals S ol S0 o oy Ao 3l (imenn o5
S 53 WS o (530U e 3 0L (1 GEAS e 3 lam O 53 48 ol
Sy Mo i 2050 53 b Sy 4 il S) S RS o (S5 il oy il 0,50
19103, b (sloslr Jlto G s oyl dalsl 3 0 S5

(2 Un OBULSHLN g 45 09 8 S5 sl 313 5105 8 93 (5l S S o 31 53l
33 5 iy o)) 85500 Lapl il el el T S50 =30k e Lo 45 0l (63,
Al Sl o 8

2SIl S 3 e b 355 T3 Ren Al ol QSIS me 1Sy 055 (05
ssba (Il ol JEALSH) gy =pAS B pz0) Jdo () IS 0 O3 uz0 0)95 2
Gy il 33 Ly LT3 S g S o S5 35500 3555 00 IS o33 SLol (glecks ¢ > sl 4y 5 4] e )
1355 3l diag s e (OIS I L aS |y olon 5 0 s L0 ol it 3 puns (3l ot Jis g oy LS 0 s

\_'e,,mlaii:lj’alASAL.MU.«c,.‘p)sbL;“JL:-MA'J.L;M‘;«;c,;a}ibb},aywl;u...l;ab}d}g;)#yﬁds.,\;;SLja)l}Q.:n)':l
.[M;u»c,b}:b&l;- o 2 (g iy J o 68 Jl 55 A s Slsen ]y 355



\Fvsbwbs,le & f.?""'“JL""i' [+ r}:de & Goladl sbadl dolbadgs | AF

Sladaly eI (sl HJSET JaS'L e o o0 allie 55 o lada) ol o3l loslalh )l
3l o ST 250 348 ) gbilen (g SISGL o sl
Naop
Syl VS Glols Sy ol 3Ol a0 Ol s

25 Vb oSy b ailie (ol g Gl s jsgan ) VAT gl o
ool 5l aS 1y (selys S e ol Gl ol (61 b o3yT 3 o] 4y sdse U
KAl GBS s e aS 1y SUILe Sl i ol ol falS el o S (ISUS s ens
el L el ys Sk 5] Ll AU al byl sy ;bj..a b oll el s,
Lo g el

Folls dales (6 5 e Coslows ol

48 A3l ol QSIS e (y gudipolis -i5alid 5 (5505 =55k Do 52,8 Glate 4 a5,
Db b alilis gl s Blol glaay 3o 55 bl plals 5 Al oe 185 ook QLo e mlie
Sysee 53 B A8 S g 1y L) T ys s Lagl] Sy g b o 0] SUILe s
S 0ile 335 (gLncd ez B 31 5 1y odiabliol ULILe sl gz el s eolle il
4 S (gl Al o0 £, Sy Fa) SralbwaSs Slesl e oy ¢ Jolie 53 [AS
234 5 g S o a3 S bl o (el 8,5 L IS el asa s
S5 |y JS Lol ams 53 3 dalss o 5 |y Lol el s plSUuS s 1ame oS a8l
LB 1y g el alsd 1S a3k 3555 3l oA S b sl 5 5,8 sl
313151 (V880) 35 ekl Ol 9 9 ,log3le conlow ol ] 3 oy (5865 ke LS o
I g A28 G 3Fnly S TOV 3 S il S Lol el p3 b gl a8 155 ,5 lgan
ol 2 16 awS e 0o (T Sl ol L 5 S daal s L gLa ady 3,5 daal 5
S o 1y (Lol ATy S TEY S |y

B 23 0lsear B35 03,8 6 0 ael 30 iy oo DS () S 0l
T ol S ez ) Bl AT 53 6 20392035 (552 540 2 (6 5l Lal LS Jas 3 bl
el e liosls oo o s GEIS S 20 - YEULSHLL oy oo a3 Shla



0 | e glacnlim S LS 5 e SRS g

Naop
e ) gl s (6392 g0 pelas 1A0] 515 (6 A8 el pow 4y (5515 akily 55 (9o sla a
Jans oo

Sl 3 ool S 55 HEAS 3 e HEALSHIN o Jlo (gl Jho ST
AL eSS DU S o3, g4 S oo )85 R{CRVRH NEPY (W) PRV I (|
s ed 313 30 o 1) e s (635350 Sl Sl (55 ady ol ST

ey 3 s Asl anils (558 31 Odeeli oS 55 Ll oo S 55 AL el 434S
§ sl ails

YQ@Q@.AL}SASMJJ@LS‘)%QQL&J}ﬁéu&jbé.&}s‘)j@'
2ol i LS5 (IS et 4 ol ol QLS o el ol oS 505 o0 e
DS e Jloplly s 53805 oLl SUILe a4 S ki & AU
by SoliS ey e3l3ls B jue pl S o b 1ysh |y [l Siall] Sl 2alS )
Er ol s abe s 28 s pose 0o [le SmalS Il e O] Ao e alS
40 1) QIS oy y258 53 VL 0, 35 [l o SR LolE] das o (I3 |y o
45 als o ol (650,80 45 T b Al on aals) LagyT ISl s S s (35 555 2 SI0) o
[= (FK] e Lo b5 e 5 55

AV el Ll alS o 1y e o sl T DIl 20l e sl oaoy ol
I3 o3 o |y 5l Sl il j (6355 90 ¢ souls A
Waop
s g Sl b Sl slas plnb Sl sla oay

(Gl e s pleas) JIL o s (39250 (255 (AL 45 Wy 58 o0 €53 4o 4 S
Jke 31y G 5 el ST AP VR Y PRSI JIJBJ,;[S Cod )y e el g
B e S 5 alis a5 plsieas) And o 13 L0 Cos GIEULSHL oy =) EAS G e
(A 151888 2els ()55 e «gline (6390

Sl s ey S sl SLle VL el S line @ (ads SV o S



VPvobwbs,le © r_,..ee)ln.:: [e] (;:dl.w O Goladl sladdl wlladgs | 47

Gl e SUL [oaay [ My spw B sl el 051 ) Sl S el 3]
OBASHNI o g S gy 13 Lol £l o ShalS S Sl ) OBAS b e
SV o el [0 0 oo a5 b QLS g a0 S 2y Blisl 5] s s
e 5l dalys 5 dns o Saolidl |y LaediiSHlil s b pne 5 5l ol s ¢ oady 3
O e 5 del )3 QBAS S e Lol Jl= s - 2 W e S| BULS as
(sl se s a5 1y gl par dal > HEULSHILN oy La) i 5l5 HISALSHA oy 3 208
a3 e SR b peme 5 T3 bl S (5l 16 oty VL e ol
¥ o
oSl oS slalle S das o &) st 5 B Ol sy S sl s UL S
Gy Do Dol S Bl5n s )
2248 pghailen 50l oo e 6l b o (ko3 ads badaly 55 il S UL S
St ssbay soraes il Ml SUIL ST eds ala>De (5505 =) 3yl Juts
Lmlite Sl 45 08’ (1253 i 0o ol (gl [ S0 i L 2] 555 0 50
Al GBI 5L el L
S o i 1 Il Sl ) 5 OV slae
y =f(k)
ty=rD+g
r=1£(k)
(1-Hr=p
ROWES RHCW P VCR PLY
Sl A C-U aslae calslas sl
AP C)uu‘ alolarD Ao Cff‘f ty G?L:‘La J.aT)s aSAS ool calsles s
Lol g

S fdbob;;gwly}&hwfjldxcjﬁwgawjlp ol Gl ool gy fmnty gl Sy S )
;;;@6)!J§ghﬂ_;.al545¢ﬁ‘_;¢).¢$Jﬁch&aﬁﬁgﬁw



AV | e gla sl S LS 5 e SRS g

Sl e s (2l S o30,80) (218 Jmame 2l (D) 00 5 45 S 0o 0Lz ey sl
Se ol 58 g DI 5 S 3 o dal 3 g0 el 3 53 2 45 355 50 2 5)
(55138 o b alslas ol

QLS g GSlod 5 5l Ol Sl 8 #5345 S n 0z ey ol
el P

[ sleasdl (dss a3 Sl G S S oty Sl 03l NVlrs () 4255 L
IRV I 0 IR

Er YL AN G S 55 e e SYL ady Sl (Ll e YL e
35 e DL 3 VLo 5 VL O & 5 G )l bl VL UL
ool g 5SS (il ol [agle pos plews] e o 35750 &0 VG600 5 S
S g oy ale s oI55 oady s aa D paadipelis = gl Jo 53 45 ghailan
el Sglite SalS amilSo [HS IS5 a0 - GEALSHI oy Joka] o] 53 S i
4 (8l N olns sl e & 5 b oS (i) 32 IS 1y 31 ol ke oy
oS o by SValas 0315 on S oo ol by e s el Jle a0 LS

K _ o (ph o
o= (Df,)+[(1 0 ¢yl

23 g oS 5 Dy geon abslae pl il Y=K® (L0IS1> LS g 51 A cu)g‘

a
ol (t=1/3) el s pnS 2k (Lo el sl (gl
RO ((1:1/3) JAT)J(:},..«L.{:}}.JQ- QLAJ,.AJ.AT)}

el (DIK)=1/6 asls s (655750 (..A&Qj‘j e A

1 1
Z_g = {% * [(1 B %) (%)] - [—(1 . §)1(1 = §)]}‘1 =g= g =10125

O] |



VE O ol © (')“"‘Q)L"“:‘ o] f;:dl.w O Goladl sladdl wlbadgs | A

SE 17125 ozl ol ol sl
S5 [ale s ples] ayle o Sl (6355m 50 S g oady 51 LI Yo S a8 ima ol
s oo pals N Sl i seSTl
B! S (G o) I bl a4y g 55 B ool Ksn s S S s o ol Jlie
REC
V4o
sl s dom 33 HEAES 5 e oS5 31 gl asls juw o gldae LI
S o IS S Cslns s 5 s g 2150 QSIS e S S (02
QYIS S Wl o oS L3135 1, G glaay a0 «Zdss (ol slaay 3o sl b Lagl
ol 334 Ol e a 45 A8 o peand S 251 ) Ol Aily sl s b s gas
ST O Sl el slowl 55 03,8 e 3 e e ol s 4 Dl Hlis a5 JeLiee
S 3 e S5etes 48 Sl G Sl cpl 53) Sl S 31 g 35025 93,5
35S 0 0330 |y HLULSHIN oy Sl 0oy HEAS B e oy ST il Ly .((..:.as o3l
St Er R Il Il gl b e 0 S S p3 sl surraen 4l
Hel adonny 25 (S5kwtings JSCn 0 0T 31 g (SLILe Conslns s
Maximize: (1-t)w
t,0
Subject to
w=f(k)-f' (k) k
tw+0f' (k)k=g
1-0)f' ®=p
Sl a3 el (T-DW UL 31 e a2 03,5 ST Ooda bt
sl 554055 L3 9des by QS sems 2y 5]
Aol asiad 3l 4539l o s ) P ol Jsnames SIS 4SS oo o gms )l

a4l 20 Mg S Gle s ) e e j &S Sl [W] dslae Cor Coons 2 5 2l



88| e gla sl S 5 e S g

(sl tils s 2\ Jgamme sl SIS ol Jsnames) dad oo o>

4 S DU ) Jaolm T g 58 o 48 Sl 293 a3 55 Cd gidms cpd gidoen (a0 5
bl s e b b b s SUIL 3l sl ey L

S 3l e 2le A5 a5 A8 e jastie oS Gl Cub Ll (Cungioes e
J= b S 3 n (G e 5 E5) ol QARSI g S 5l il s
o930 Bt Lo Locdtns 503, Jiih 0

RGO [ S P PN P PP SR CIPTGE W | PRL SCIUW BIEPPSNT

45(._1\»!3 pl! hae S S 8US s pme Jialads i Lo an S il S s ]
..JJJU.SL;!A.«.L‘:}“@A

S Ol S 31y asls o el s a5 o HSAS o s |

o) St Gl 4l o 1o ks 1l 5388 Sl pl ilds

el SVl ol g Dpsaots 5 55 Sdakidy 5o

8 050% 355 4y 534S b oo S e s Jle 0,5 o DL el a5 B
Aas e falSl

oS ool ol o dyasle yus del sy DU 668 2 bl S5 SIS o3l 1 -l
Jaas o GaalS Tl shers csle o Ol e ] a3jlay Csllaols et 4o ju Lo
Sl e sy Sle Bl (51 350 L 45 S ol Sl (K 4l w425 L
23 s 3 peme ol Sl el e e a5 sl ol Sl SO (i D) AiS 65
5= 0 Loy 4] A5 0300 [ s o 23 45 555 o g ISAES 5 e ol
;,t.fm&,masgu)'@?;@&c;ouﬁéljﬁ Ly Sl S35 b ame 3 g [AS
S ks e ‘Quﬂﬂauu@%mwl&@my,mmuwy Aoy |y
[osd e ale o p U alidl Compa] S jlsls [aidy o] gl b 5 ol sl
S abe S Jlos a dilen byl g loy (Siaben Jsane filos (uizean



P\ okhabs,le © ("-’““”L"‘; s} f_’:JLu O GolaBdl Glaadlawbladgs | Ve+

ALt

S gl S e eslinal Ol s BT Sy ol sladde 31 aglaslazsl
S0 780k kel (esdf s da 53 any ol 53 I duka 53 (b sl S 5Ll
g ol phS e (e 3 3l sl G sanligalin - 5alos s Slipran de
Il (el 3 s te ol 53 aS 1 US55, 5 Sy sla Kealeals g Jibo G
Coonl gy 5 (..Ja.o o= LugaS jbglen .)ls Sdedly glagsl o3l & LS
oS Hohilen oils el oS 3Bl LS 3 o el esls ol IS axils) aple yos 53 ol
Ol o S5 Gl (231 k glaealplo g5l 5 s S3lnlson 0 Lo Si o
b S sS Pl S oS okl b ISAES S e HSASSII g 40 25 ol o3l
35 Ja] l5 e IS 5Lzl 4y a5 55 HUls sl Kialeals ol 2,5 5 55 (6 sant
oS LS 5 X515 (g 3laslsen 9 30T s (81 s pon &Sy HEAIS  pee oglie (slalis
Apod @y iday s Juud G ezn a5y SLuS )3 5428 s lpen ]y olis 5 O s o
[ 0 o ss LS 0



VY | Il gl SIS G s - SIS o 5

b‘ja@i}b ‘QL’@'" 45}5."-‘5.3.@.4 rp—fw .LZ)A.UJ@ Al C‘wjxﬁu%>wél S ey .
-dj‘ g{z% AYAY C)U.:Eydjplﬁ A=y ‘d"m‘

r).wjﬁ,...w_q g{dl}; AYay

3. Barro, Robert j., “Are Government Bonds Net Wealth? “Journal of Political Econ-

omy 82 (November/December 1974), pp. 1095-1117.

4. Campbell. John Y. and N. Gregory Mankiw, “Consumption, Income and Interest

Rates Reinterpreting the Time Series Evidence,” NBER Macroeconomics Annual

(1989), pp. 185-216.

5. Carroll, Christopher D., “Buffer-Stock Saving and the Life Cycle/Permanent In-

come Hypothesis,” Quarterly Journal of Economics 112 (February 1997), pp.1-55.

6. Diamond, peter A., “National Debt in a Neoclassical Growth Model, “American

Economic Review 55 (December 1965), pp. 1126-1150.

7. Fletcher, Kevin, “Government Debt and the Intergenerational Distribution of In-

come, Harvard University PhD dissertation, Chapter 2, September 1999.

8. Hall, Robert E. “Stochastic Implications of the Life Cycle-permanent Income

Hypothesis: Theory and Evidence, “Journal of Political Economy 89 (December

1978), pp. 971-987.

9. Kotlikoff, Laurence J. and Lawrence H. Summers, “The Role of Intergenerational

Transfers in Aggregate Capital Accumulation, “Journal of Political Economy 89

(August 1981), pp. 706-732.

10. Parker, Jonathan, “The Response of Household Consumption to Predictable

Changes in Social Security Taxes. “American Economic Review 89 (September

1999), pp. 959-973.

11. Shapiro. Matthew D., and Slemrod, Joel, “Consumer Response to the Timing of



VW okhlisle @ prmuled @ pdle @ Golabl Gl abiasys | VY

Income; Evidence from a Change in Tax Withholding, “American Economic Re-
view 85 (March 1995), pp. 274-283.

12. Shea, John, “Union Contracts and the Life-Cycle/Permanent-Income Hypothesis,
“American Economic Review 85 (March 1995), pp. 186-200.

13. Smatters, Kent, “Ricardian Equivalence: Long-Run Leviathan, “Journal of Public
Economy 73 (1999), pp. 395-421.

14. Souleles, Nicholas S., “The Response of Household Consumption to Income Tax
Refunds, “American Economic Review 89 (September 1999), pp. 947-958.

15. Tversky, Amos, and Kahneman, Daniel, “Availability: A Heuristic for Judging
Frequency and Probability, “Cognitive Psychology 5 (1973), pp. 207-232.

16. Wolff, Edward N., “Recent Trends in the Size Distribution of Household Wealth,
“Journal of Economic Perspectives 12 (1998), 131-150



