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RAND Dynamic Programming
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« Sample restriction
— One of spouses is age 45-59 in 2006.
— Married

— One of spouses works(formal/ informal) in
2006.
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Program@| Flow Chart

Inputs Model Output
Estimation (i) Initial guess of | (i) Decision i
S Rules© =
(i) Fixed T, (i) Simulation© (optimal
Ex. contribution rate, (iii) Output@ parameters)
To=0.045 (iv) Moment
Matching®
Baseline = (i) Decision Baseline:
Simulation Fixed T, Rules© LFST(N, T);
Ex. contribution rate, | (jj) Simulation© | ASSETS(N, T),
To=0045 (i) Output® CONS(N, T,
Policy Experiment () Decision New Prediction:
Simulation New T, Rules© LFST(N, T)4
Ex. Higher contributions | (jj) Simulation© | ASSETS(N, T),
1=009 (i) Output® CONS(N, ),

Cf) N=200(# of simulations per household), T=661(# of households)




Program2| Flow Chart

(misc functions vil.R@IL}%'» ontel)

getdecisionrule(line 601}

ATe(backwards age 100 -> age 45)
vecLen(states: 6,912) | line 437

|—>Application for benefits [ line 699

LFST

line 392

line 1149

|—’ CONS| line 1476~1707
|—’ ASSETS

indiv_cppi} €




Program@| Flow Chart

 vecLen(vector length): & 6,9127{
V' Eg.Eg i 28 370 (- M0, g N0 -1.7, 0, 1.7)
(0712 a~H[o] StAICHA & AU A LI+
H=Ql. David =& 4(3.3), 4(34) FX)
v Marital status: 37}(single, married, widow)
v' NPS: 471 (min ben.2} max ben. L gl)
v' NPS: 47{(min ben.2f max ben. IL3h)

v’ Assets,: 167l|(a_Main_v5.R [line 235[ CHS| -
million, (0~2000)At0| 167 & AtE)

1274 47}

!

(B 24»0 20|OO
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Q1) benefit 37| A diH

= min. ben: 2006 E 7/} X| history O|&3l| Al 200640
2 E[SCH 7HE5H0] ben. A=

— Max. ben: 20063 O|=2E Z|CH 7} A H X
Al & B2 ben. A=

Q2) mortality shock 2} HIEH

= EANHO| SMHEH MEHEFE XIFEE linear
interpolation@ = ZA|¥ mortality rate© £ H3}

— 27t JHOI MZE/ANDOIE BT S| MBI
D.Sim(a_Main_v5.R2||line216)0f X%},
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Q2)
= getProfiles_v4.R2||line119~134({ 0| &.

Id #1 Life Table
Sim # | Death | Survival | Nsurvshk~U(0,1) Death?
rate rate
0.01 0.99 0.5 Alive
2 0.01 0.99 0.1 Alive
0.01 0.99 0.997 Dead
200 0.01 0.99 0.8 alive
alive dead
| v | v |

hsurvshk | | |
0 99% 100%
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Q3) moments H|ul A| 2= H|1d B

= Actual data setd} sim. set2| employed ==X}
Hl= H|1

— 7=|2I- (7=|2I-OI_|__|.L/_LE%O|__I_L) _._)kl()l Al'%E._l A
O| OH—IEP =2l HlE ArE
#of employed(wage earner & self—employed)

#of samples
Q4) moments Hl S |5l Z ot £=X|
— E[Assets], Var[Assets] by age,
— E[LFST], Var[LFST] by age, gender
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Q5) SMHzt == HIE Sl &=
=>[a_Main_v5.R— mi

Hdgs XN gmm decision rule
line 589 line 549

=3 H A2 femalel| earnings& 65A(| 771 X| Bt

=%t Az A88s%7| &0 2&H
F= /0M = QEAI S M B3t gl AL
—Ex.) inc_contrib=1%, start=2006, end=2010
4E0 AN 5 1% Ed=8 575 0.2%p/yrd S71)

20054 | 20061 | 20074 | 20081 | 20094 | 201044
4.5% 4.7% 4.9% 5.1% 5.3% 5.5%

sc_functions_v4.R— indval_v4.cpp]
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