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Steady State and Calibration for the US
In US data, we observe an investment-ratio of 25% and a
capital-to-output ratio of 10.4, a capital share of 0.33, and 0.55%
output per capita growth gx and 0.27% population growth
The LOM for capital in steady state implies:

i = (gx + n + ngx + δ) k
This implies:

δ = i
k − gx − n − ngx = i/y

k/y − gx − n − ngx

= 0.25
10.4 − 0.55%− 0.27%− 0.55%× 0.27% = 1.58%

The Euler equation implies for σ = 1:

1 = β

(
αy

k + (1− δ)
(1 + gx) (1 + n)

)

⇒ β = (1 + 0.55%) (1 + 0.27%)
0.33/10.4 + (1− 1.58%) = 0.9924

Topics in Business Cycles A Basic RBC Model Solving the Model Calibration 18/22


