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What Business Cycles Cost Us
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compute expected utility
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that Unow
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Lets call that 
Uno-cycle
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Unow < Uno-cycle

• How much of an increase in consumption?
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The Question

Unow < Uno-cycle

• And, for some value of λ

Uλ = Uno-cycle

This gives us the 
benefit from eliminating 

uncertainty
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Since C runs 
about $7,000 

billion per year, 
this is equal to 

about $105 billion 
per year.
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