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Transitory shocks τ
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Baseline payoffs: γ= 0.05, ε= 0.2 (θ= 0.5, k= 8), c= 0.6
ε= 0.2, θ= 0.5, k= 8, σ= 0.3, Q=−∞, W= 0. p0 = 0.8, xv = 8%, x0 = 2%, λ0 = 0.1, λ= 0.3, τ= 0.

Solid line = baseline; each panel changes only its named parameter.


