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Figure 1. Detrended age profiles of ln(consumption). Graph shows residuals from regressing
age profiles of the natural logarithm of consumption on a linear trend in age. Lines labeled “esti-
mated model (standard method)” and “estimated model (new method)” are simulated from the
model using parameter values in Table 1, columns 1 and 5, respectively.

a linear trend to rotate the empirical age profile so its slope is consistent with the age
profile that the structural parameters predict. The solid light line in Figure 2 illustrates
this rotated empirical age profile.

Table 1 shows that allowing arbitrary trends increases some standard errors but de-
creases others. In general, the parameter estimates remain relatively precise even after

Figure 2. Age profiles of consumption. Lines labeled “estimated model (standard method)”
and “estimated model (new method)” are simulated from the model using parameter values in
Table 1, columns 1 and 5, respectively. The line labeled “data (rotated according to new method)”
is the age profile in the data, rotated by the estimated consumption trend shown in Table 1, col-
umn 5.
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