
 1

Notes on the closed economy example (Alan Sutherland, September 2003) 
 
The following equations and notation correspond to the closed-economy model discussed in 
Sutherland (2002) (see the paper for a full description of the model and the equations).  
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Welfare in this model can be represented by the following equations: 
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where tW  is flow welfare in period t and tΩ  is the present discounted value of welfare.   
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The variables of the model are grouped into the following vectors:  
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The mat-file closed.mat contains example input matrices for the following parameter set: 
 
γ=0.75, β=0.95, φ=2, µ=2, δ=0.5, ψ=-0.1 and  σ ε

2 1=  
 
The script closed_numeric.m loads the input matrices and calls the solution functions.  The 
output is stored in SOL.  The output should correspond to the example solution reported in Table 
2 of Sutherland (2002).  
 
The text file closed_model.dat contains the equations of the model in symbolic form and 
closed_parameters.dat contains the set of parameter names and values.  The script 
closed_symbolic.m loads the symbolic version of the model, generates the numerical input 
matrices and calls the solution functions.  The output is stored in SOL.   
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