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The Life Cycle Model with Default6
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6 Emily C. Lawrence. “Consumer Default and the Life Cycle Model,” Journal of Money. Credit
and Banking. 27 (1995): 939-954.
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FiG. 1. No Default: The Decision to Borrow or Save
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FIG. 2. The Decision to Borrow or Save with Default Risk
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Classic Pyramid-Scheme Behavior
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