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 Table 1. Endowment values 
Ratio to the median (1986-1998, 89504 obs.) 

 e1 e2 e3 e4 e5 
 0.18 0.60 1.00 1.51 2.55 
 
 
 
 
 
 
 
Table 2. Transition matrix π(et+1|et) 
(1986-1998, 27633 obs.) 

 et+1 
 0.67 0.18 0.05 0.02 0.02 
 0.22 0.57 0.18 0.05 0.02 
et 0.06 0.19 0.56 0.18 0.03 
 0.03 0.05 0.18 0.60 0.15 
 0.02 0.02 0.03 0.15 0.78 
 
 
 
 
 
 
Table 3. Tax rates  
(1995-1998, 26333 obs.) 

 τ(e1) τ(e2) τ(e3) τ(e4) τ(e5) 
 -40% +8.5% +14% +16.5% +19% 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
Table 4. Results for benchmark parameters 

 High Risk Sharing (β=0.967) Low Risk Sharing (β=0.024) 
 Progressive Proportional Progressive Proportional 
Real Rate (R-1) 2.9% 3.1% 2.9% 117% 
Intermediation     

Government GI  19.7% 0.% 19.7% 0% 
Private PI 92.3% 94.5% 0.2% 0.6% 

Total TI 93.8% 94.5% 19.9% 0.6% 
Consumption Gini 0.028 0.025 0.349 0.383 
Ex Ante Welfare  +0.1% +26%  
 
 
 
 
Table 5. Total intermediation in various economies 

 Tax System 

 Progressive Proportional 
High Risk Aversion 97.4% 100% 
Low Risk Aversion 89.7% 90.5% 
High Persistence 92.4% 93.4% 
Low Persistence 94.6% 95% 
Benchmark 93.8% 94.5% 
 
 
 
 
Table 6. Results for bond economies 

 b=1, β=0.85 b=4, β=0.93 b=7, β=0.95 
 Prog. Prop. Progr. Prop. Prog. Prop. 
Real Rate (R-1) 2.9% -1% 2.9% 1.8% 2.9% 2.0% 
Intermediation       

Government GI 19.7% 0% 19.7% 0% 19.7% 0% 
Private PI 15.5% 24.8% 42.5% 38.4% 44.6% 42.2% 

Total TI 32.1% 24.8% 42.5% 38.4% 44.6% 42.2% 
Consumption Gini 0.22 0.25 0.15 0.16 0.13 0.14 
Ex Ante Welfare +8.9%  +4.6%  +3.5%  
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