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 Figure 4

 Mean Illiquid Assets of Households with Exponential and Hyperbolic Discount

 Functions
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 Source: Authors' simulations.

 Note: The figure plots mean illiquid assets for 5000 simulated households with high school graduate
 heads with exponential or hyperbolic discount functions.

 reduces the value of these assets. Such illiquid assets are particularly valuable to
 hyperbolics, since hyperbolics have a relatively low long-run discount rate.7

 Hyperbolics and exponentials dislike illiquidity for the standard reason that
 illiquid assets can't be used to buffer income shocks, but this cost of illiquidity is

 partially offset for hyperbolics since they value commitment and they more highly
 value the long-run dividends of illiquid assets. Hence, on net, illiquidity is more

 costly for a household with exponential discount functions than a household with
 hyperbolic discount functions, explaining why hyperbolics hold a higher share of
 their wealth in illiquid form.

 Conversely, households with hyperbolic discount functions tend to hold rela-
 tively little liquid wealth. Figure 5 plots the liquid financial assets and credit card
 debt for the two types of simulated households. Households with hyperbolic
 discount functions hold far more credit card debt and lower levels of liquid assets
 than households with exponential discount functions. The hyperbolic households

 7 The long-run discount rate of a hyperbolic consumer, -ln(8hYPerbo.ic) = -ln(.957) = .044, is calibrated
 to lie below the long-run discount rate of an exponential consumer, -ln(8exponentia1) = -ln(.944) =
 .058. To see these effects graphically, note that in Figure 1 both hyperbolic curves eventually rise above
 the exponential curve.
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