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(Figure 1) The effect of a decrease in time preference rate ¢

k+x=K-(nt+gk-c=0




AR AR 11

T AR HFERE wgt £l o]Eth S AR PR RS wet o] 5] A
anle] EAS5A]] WSyt Fasitt. of7|A] Zo] o]} 22 A Y] A A
%z

She A2 AR Agol= w7 R AdRet] wiEelth
2. R
oAl A el A= AAF ARA AHINEE DAk 7Py ekl A

2 gl Rl AR N2 el FelaE DAl AR = SR A

o 4ol Yok A oudth ARAE J1E AFAEAA Fe 1,7}

FAFE 7y B0 B w) ARGl WlR RS ) fEe] dojuith A
o ‘FA'e gelo WEel AAd AL S744 shFnssh FUNE F Loft

rir
oY,
o
s
o
N
L)
[
2L
D)
[

Ho
o
rlo
o
)
|o
fru

WA 1, > 1y 5 AHRRD0] Lot

= el FelAE S AR s e dere dddeE Yk

= ak?il, wp = (1 —a)k? (16)

BE ko w, e AR Het FFest FAFUSRE 1,2 2ol ), =
AR A AR AET} Aol
2 (16) & AR A
7P Lol He A
el Ao wHe 2

o
Hu
g
o
_>|~1_,
o
o
kY

c(0) = ((‘)n)(a(())—&-?ﬂf_w#g) (17)



12 RFEEmE A67TH A1S

4 (76l 1A BIARE a(0)E VA ARLE B ohje) ool FgAHE
AT o7 ARRYL ThE @ nE 2L 79 dAE Bk AR

g A5 vdA 2 c(0)2 AN A FAVIES] AHEAE ko 2R 2

a(0)=k(0)+5(0), b(0)=k,—k(0), k(0)=k; (18)

71 b=

AR A

Y ol pv HYAHS FATH
A% A= Figure 2)2] 71 TFAVGH B B2 H5Z X8}
T ARSESE KR AE S8 A2 olBaT 98 7Y 4 (1294 FE
B 552 40—k~ 1+ gy — A 2] ok AR k9] 27k EAe] Lol
ol A2 Al E5F 2ol F () Ee F0) 9 @2 7He A A7t
2313 Tk o> 0 ) AAE k4o =k — (n+g)k—c=0 #AZ o},
2 <09 W £ 2ol AR el A2 A 7] taiA = v
=osl7| 2 g}
GEe A % Lol AAe) ZATgels 4] B4 (14)3 5, -

0+ gZRE AR An FHAe] fEE,
c= (rp—r,)ec (19)

ool HHAAL) AR A APAA N E k=k < 2] (19 7} BAE 49
gt} o] (Figure 2ollA Holxpd Aol v Ee4) S Yehle ¢;=0 2
Ng et FFo| olBeke otk ARRY Z 1, > E YO DE TS
A= Yepd &P A4S o0 A W c—00] "HTE 7|4 c—00]A|FE
c=0<& oMt c—0% 21 ARG &H|S7HEo] TFP 71 g Bok 5Ule] &
2zt r, =, BF 7] wiEelth 4 (1) (19 278 41T 2Hs7eS v

I
2

2) 4 (189l b(0) =k, — kS FHE FAFA Helol w2t A A A< e F8
AAFAE e, A2 299 A9ARE Fske Aol

o
3) AR F ALAELS QA k=k,2 §7] w#] k=00]ch



AR WA 13

3} P,

c={g—(r,—1))}e (20)

(Figure 2) The impact of capital opening: r, >r;
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(Figure 3) The impact of capital opening: r, <r;
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Capital Opening and Ramsey Model*

Kyungsoo Kim™*

Abstract

This paper explores the impact of capital opening in a small open economy
based on Ramsey model. In the neo-classical framework when the autarky
interest rate is higher than the foreign interest rate, capital opening triggers
immediate capital inflows in order to exploit an arbitrage opportunity. The
economy moves to new saddle point path. Both capital stock and consumption
discretely increase. An increase in lifetime income supports such consumption
increase. Moving to the new saddle path per capita consumption decreases at
the rate of the autarky and foreign interest difference. As consumption
decreases trade account turns into positive, but current account is negative,
always. In steady state external debt grows constantly. When the autarky
interest rate is lower than the foreign rate, all adjustment processes will be the
opposite. The results of this analysis are closer to the pessimism of capital
opening in emerging economies that emphasizes economic imbalances such as
external account worsening rather than the benefits of capital opening due to
common sense views such as consumption smoothing. Here, the deficit in this
paper reflects the benefits of capital opening. The current account surplus in
some emerging economies is a phenomenon due to the precautionary
motivation of savings in a second best world, which is in line with building up
foreign exchange reserves as self-insurance.
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