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A.4.2 Transition Paths

We first study the investment system. The path for the capital stock is given in the main
text (see (28)), which is derived by taking the inverse Laplace transform of the first row

of (A.13). Similarly, we can derive the path for Tobin’s ¢:
(0) T2 (R7, 6y, t)

q
+ {()\ + X — 822 — 033) G (0) + 623C (0)| T1 (h*,6,,1)

023034€TTWGT
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where the general transition term, A (h*,&r,0,,t), and the first temporary transition

q(t) =

A (R, &r,0,,1) (A.15)

term, T (h*,0,,t), are given in the main text and the second temporary transition term

is defined as:

Definition 3 The temporary transition term To (h*,0,,t):

* h
Ty (h*,0,,t) = e "t lcos Ot — e sinf,t| ,

which has properties: (i) T (Rh*,0,,0) = 1; and (i) lim;—,oc T2 (h*,6,,t) =0,

We now turn to the savings system. The paths for private consumption and financial

capital are:

C(t) = |650wad(0) + (A +X—265)C (0)] Ty (h*,0,,t) +

~ 0340120
—|—C (0) T2 (h*,@l,,t)+ 34012 ;;\TWGT‘_O

034 [&r (€1 + 022) — 01200 ] rwem
A+&r) (A + &)

A (h*,0,0,,t)

A (B*,&r,0,,) . (A.16)

A (t) = [wA ()\ + A — 099 — 533) Q(O) + 5430 (0) — rwg (7‘(’0 + 7'('1)} T, (h*, 0,, t)
A (0) T (1,0, 1) — “2OZATEET0 g (11 g, )

(& + d33) [612091 — &1 (§7 + b22)] rwem A (W, &r,0,,1). (A.17)

A +&r) (A +&r)
Note that equations (A.1)-(A.3) can be used to derive the transition paths for Y (), L(t),
and w(t). The paths for B(t), F(t), and I(t), follow from (25), (AT1.12), and (AT1.8),

respectively.
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Appendix Table 1: The Loglinearized Model
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