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Table 1
Calibrated Parameter Values

Parameter Case 1 Case 2 Case 3 Case 4 Case 5 Case 6

α 2/3 2/3 2/3 2/3 2/3 2/3

β 1 1 2/3 2/3 0.92 0.92

tZ 1
α

tA 1 tA 1 tA

g 0.005 0.005 0.005 0.005 0.005 0.005

r 0.015 0.015 0.015 0.015 0.015 0.015

N 1/3 1/3 1/3 1/3 1/3 1/3

δ 0.025 0.025 0.025 0.025 0.025 0.025

Notes:  α  is the share of labor in market production; β is the share of labor in home production; Z is the

home technology shock; A is the market technology shock; g is the steady state growth rate (quarterly rate);
r is the steady state real interest rate (quarterly rate); N is the steady state allocation of hours to the market
sector; δ is the home and market capital depreciation rate (quarterly rate).



Table 2
Elasticities With Respect to Capital and Technology For Cases 1 and 2

IES IES
0 0.2 1 5 0 0.2 1 5

Elasticities Case 1: Deterministic home technology model     Case 2: Stochastic home technology model

ckη 0.04 0.21 0.54 1.19 0.04 0.21 0.54 1.19

kkη 1.00 0.97 0.94 0.92 1.00 0.97 0.94 0.92

nkη -0.08 -0.26 -0.24 0.22 -0.08 -0.26 -0.24 0.22

ykη 0.28 0.16 0.17 0.48 0.28 0.16 0.17 0.48

hkη

Allφ

0.04 0.13 0.12 -0.11 0.04 0.13 0.12 -0.11

caη 0.00 0.02 0.07 0.23 0.01 0.04 0.07 0.12

kaη 0.08 0.09 0.13 0.17 0.18 0.17 0.13 0.09

naη -0.01 0.20 0.71 1.43 1.32 1.11 0.71 0.25

yaη 0.66 0.80 1.14 1.62 1.55 1.41 1.14 0.84

haη

φ= 0

0.00 -0.10 -0.36 -0.72 0.01 0.11 0.31 0.54

caη 0.05 0.17 0.29 -0.36 0.12 0.30 0.29 -0.18

kaη 0.07 0.06 0.09 0.25 0.16 0.11 0.09 0.13

naη -0.11 -0.06 0.45 1.70 1.09 0.65 0.45 0.39

yaη 0.60 0.63 0.97 1.80 1.39 1.10 0.97 0.93

haη

φ= 0.95

0.05 0.03 -0.22 -0.85 0.12 0.34 0.76 0.47

caη 0.32 0.37 0.46 -7.0 0.75 0.65 0.46 -0.36

kaη 0.00 0.01 0.06 0.29 0.00 0.02 0.06 0.15

naη -0.64 -0.41 0.24 1.86 -0.16 0.04 0.24 0.47

yaη 0.24 0.39 0.83 1.91 0.56 0.69 0.83 0.98

haη

φ= 1

0.32 0.21 -0.12 -0.93 0.75 0.65 0.55 0.43

Notes:  φ  is the persistence parameter on the market technology process; IES is the intertemporal elasticity

of substitution in consumption.  The table reports the elasticities of market consumption,  c,  next period's
market capital,  k, market labor supply, n,  market output,  y, and home output,  h, respectively.  The first

panel reports  ckη , kkη , nkη , ykη , hkη ; the elasticities c, k, n, y, and h, respectively, with respect to this

period's market capital which do not vary with φ .  The last three panels give caη , kaη , naη , yaη , haη ;

the elasticities with respect to market technology for selected values of φ . Table 1 gives a summary of the

parameter values for each case.



Table 3
Elasticities With Respect to Capital and Technology For Cases 3 and 4

IES IES
0 0.2 1 5 0 0.2 1 5

Elasticities Case 3: Home capital model Case 4: Symmetric home production model

cfη 0.11 0.31 0.59 1.21 0.11 0.31 0.59 1.21

ffη 1.00 0.98 0.96 0.90 1.00 0.98 0.96 0.90

kfη 1.44 1.06 0.49 -0.75 1.44 1.06 0.49 -0.75

dfη 0.78 0.97 1.26 1.87 0.78 0.97 1.26 1.87

nfη 0.44 0.06 -0.51 -1.75 0.44 0.06 -0.51 -1.75

yfη 0.78 0.40 -0.18 -1.14 0.78 0.40 -0.18 -1.14

hfη

Allφ

0.11 0.31 0.59 1.21 0.11 0.31 0.59 1.21

caη 0.00 0.01 0.05 0.35 0.01 0.02 0.05 0.10

faη 0.03 0.04 0.08 0.26 0.08 0.08 0.08 0.07

kaη -0.01 0.24 1.24 5.97 1.32 1.29 1.24 1.14

daη 0.00 -0.12 -0.62 -2.98 -0.66 -0.64 -0.62 -0.57

naη -0.01 0.24 1.24 5.97 1.32 1.29 1.24 1.14

yaη 0.66 0.91 1.91 6.64 1.98 1.95 1.91 1.81

haη

φ=0

0.00 -0.12 -0.62 -2.98 0.01 0.02 0.05 0.10

caη 0.05 0.08 0.23 1.57 0.15 0.25 0.23 -0.11

faη 0.02 0.03 0.06 0.15 0.07 0.06 0.06 0.09

kaη -0.10 0.10 0.88 3.54 1.04 0.83 0.88 1.55

daη 0.05 -0.05 -0.44 -1.77 -0.52 -0.42 -0.44 -0.77

naη -0.10 0.10 0.88 3.54 1.04 0.83 0.88 1.55

yaη 0.57 0.77 1.54 4.20 1.70 1.50 1.54 2.21

haη

φ=0.95

0.05 -0.05 -0.44 -1.77 0.15 0.25 0.23 -0.18

caη 0.30 0.22 0.41 2.16 0.89 0.70 0.41 -0.21

faη 0.00 0.02 0.04 0.10 0.00 0.02 0.04 0.10

kaη -0.59 -0.18 0.51 2.34 -0.44 -0.06 0.51 1.75

daη 0.30 0.09 -0.26 -1.17 -0.22 0.03 -0.26 -0.87

naη -0.59 -0.18 0.51 2.34 -0.44 -0.06 0.51 1.75

yaη 0.07 0.49 1.18 3.01 0.22 0.60 1.18 2.41

haη

φ=1

0.30 0.09 -0.26 -1.17 0.89 0.70 0.41 -0.21

Notes: φ  is the persistence parameter on the market technology process; IES is the intertemporal elasticity

of substitution in consumption.  The table reports the elasticities of market consumption,  c,  next period's
aggregate capital,  f,  market capital, k, home capital, d,  market labor supply, n,  market output,  y, and

home output,  h, respectively.  The first panel reports  cfη , ffη , kfη , dfη , nfη , yfη , hfη ; the elasticities

c, f, k, d,  n, y, and h, respectively, with respect to this period's aggregate capital which do not vary with φ .

The last three panels give cfη , ffη , kfη , dfη , nfη , yfη , hfη ; the elasticities with respect to market

technology for selected values of φ .  Table 1 gives a summary of the parameter values for each case.



Table 4
Elasticities With Respect to Capital and Technology For Cases 5 and 6

IES IES
0 0.2 1 5 0 0.2 1 5

Elasticities Case 5: Labor-intensive home capital model Case 6: Labor-intensive home production model

cfη 0.05 0.23 0.55 1.42 0.05 0.23 0.55 1.42

ffη 1.00 0.98 0.95 0.91 1.00 0.98 0.95 0.91

kfη 1.02 0.94 0.88 0.98 1.02 0.94 0.88 0.98

dfη 0.95 1.18 1.34 1.06 0.95 1.18 1.34 1.06

nfη 0.05 -0.16 -0.30 -0.05 0.05 -0.16 -0.30 -0.05

yfη 0.37 0.20 0.09 0.29 0.37 0.20 0.09 0.29

hfη

Allφ

0.05 0.17 0.25 0.11 0.05 0.17 0.25 0.11

caη 0.00 0.02 0.07 0.31 0.01 0.04 0.07 0.05

faη 0.06 0.07 0.12 0.20 0.18 0.16 0.12 0.03

kaη 0.00 0.08 0.33 0.88 0.64 0.56 0.33 -0.12

daη 0.01 -0.22 -0.95 -2.54 -1.85 -1.60 -0.95 0.34

naη -0.01 0.20 0.85 2.28 1.66 1.44 0.85 -0.30

yaη 0.66 0.83 1.34 2.48 1.99 1.81 1.34 0.43

haη

φ=0

0.00 -0.11 -0.47 -1.25 0.01 0.13 0.45 1.09

caη 0.05 0.14 0.28 0.30 0.16 0.33 0.28 -0.25

faη 0.05 0.05 0.08 0.20 0.15 0.11 0.08 0.07

kaη -0.04 0.00 0.21 0.89 0.54 0.36 0.21 -0.03

daη 0.11 0.00 -0.63 -2.55 -1.55 -1.04 -0.62 0.08

naη -0.10 0.00 0.55 2.29 1.39 0.93 0.55 -0.07

yaη 0.59 0.66 1.11 2.49 1.77 1.41 1.11 0.61

haη

φ=0.95

0.05 0.00 -0.30 -1.26 0.16 0.41 0.62 0.96

caη 0.32 0.32 0.45 0.29 0.95 0.78 0.45 -0.42

faη 0.00 0.02 0.05 0.20 0.00 0.03 0.05 0.09

kaη -0.22 -0.12 0.12 0.89 -0.02 0.06 0.12 0.02

daη 0.64 0.35 -0.34 -2.55 0.05 -0.18 -0.34 -0.06

naη -0.58 -0.31 0.30 2.29 -0.05 0.16 0.30 0.05

yaη 0.21 0.42 0.91 2.49 0.63 0.80 0.91 0.71

haη

φ=1

0.32 0.17 -0.17 -1.26 0.95 0.83 0.75 0.89

Notes: φ  is the persistence parameter on the market technology process; IES is the intertemporal elasticity

of substitution in consumption.  The table reports the elasticities of market consumption,  c,  next period's
aggregate capital,  f,  market capital, k, home capital, d,  market labor supply, n,  market output,  y, and

home output,  h, respectively.  The first panel reports  cfη , ffη , kfη , dfη , nfη , yfη , hfη ; the elasticities

c, f, k, d,  n, y, and h, respectively, with respect to this period's aggregate capital which do not vary with φ .

The last three panels give cfη , ffη , kfη , dfη , nfη , yfη , hfη ; the elasticities with respect to market

technology for selected values of φ .  Table 1 gives a summary of the parameter values for each case.



Table 5
Simulation Results

x=
c i w k n

A.  U.S. Data: std(y) = 2.0

)(

)(

ystd

xstd
.49 2.44 .65 .25 .76

),( yxcorr .90 .97 .65 .38 .76

B.  Standard RBC Model,  IES = 1:  std(y) = 1.0

)(

)(

ystd

xstd
.35 3.08 .56 .33 .47

),( yxcorr .90 .99 .98 .04 .98

C.  Case 1, Deterministic home technology model, IES = 0.2:  std(y) = 0.7

)(

)(

ystd

xstd
.28 3.18 1.10 .33 .13

),( yxcorr .98 .99 .99 .01 -.77

D. Case 2, Stochastic home technology model, IES = 0.2:  std(y) = 1.0

)(

)(

ystd

xstd
.28 3.21 .43 .35 .60

),( yxcorr .98 .99 .96 .02 .98

E. Case 3, Home capital model, IES = 0.2:  std(Y) = 0.7

)(

)(

ystd

xstd
.11 1.3 .88 .19 .15

),( yxcorr .94 .99 .99 .68 .85

F. Case 4, Symmetric home production model,  IES = 0.2:  std(Y) = 1.4

)(

)(

ystd

xstd
.17 1.3 .45 .56 .55

),( yxcorr .98 .99 .99 .98 .99

G. Case 5, Labor-intensive home capital model, IES = 0.2:  std(Y) = 0.6

)(

)(

ystd

xstd
.21 2.57 1.01 .26 .04

),( yxcorr .97 .99 .99 0.00 -.12

H. Case 6, Labor-intensive home production model, IES = 0.2:  std(Y) = 1.3

)(

)(

ystd

xstd
.24 2.51 .35 .34 .67

),( yxcorr .98 .99 .97 .74 .99



Notes:  All Series are filtered using the Hodrick-Prescott technique.  The following variables are in logs: y
is output, c is market consumption, i is investment, k is market capital, n is market hours, and w is average
productivity.  The top of each panel is the percentage standard deviation of output; std(x)/std(y) gives the
standard deviation of the series x relative to that of Y and corr(x,y) gives the correlation of x with y.  The
numbers are averages over 100 simulations of 150 periods each.



Table 6

Cross-Correlations of Output with x =
y c i n w

A.  U.S. Data
x(-4) 0.32 0.31 0.30 -0.15 0.67
x(-3) 0.54 0.52 0.52 0.07 0.77
x(-2) 0.74 0.69 0.71 0.31 0.80
x(-1) 0.90 0.83 0.87 0.55 0.77

x 1.00 0.90 0.97 0.76 0.65
x{+1) 0.90 0.80 0.88 0.87 0.40
x(+2) 0.74 0.66 0.72 0.86 0.16
x(+3) 0.54 0.50 0.52 0.78 -0.05
x(+4) 0.32 0.29 0.30 0.66 -0.26

B.  Case 6, Labor-intensive home production model
x(-4) 0.07 -0.03 0.08 0.12 -0.04
x(-3) 0.22 0.13 0.24 0.27 0.12
x(-2) 0.42 0.35 0.43 0.46 0.33
x(-1) 0.68 0.63 0.68 0.70 0.62

x 1.00 0.98 0.99 0.99 0.97
x{+1) 0.68 0.72 0.67 0.64 0.73
x(+2) 0.42 0.50 0.41 0.36 0.52
x(+3) 0.22 0.32 0.20 0.15 0.34
x(+4) 0.07 0.18 0.05 0.00 0.20

Notes:  Cross-correlations computed from simulated data of the home production model 6. All series are
filtered using the Hodrick-Prescott technique.  The following variables are in logs: y is output, c is market
consumption, i is investment, k is market capital, n is market hours, and w is average productivity.


