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1. The allocation of surplus/financing of a deficit stemming from the NFTR model block (i.e.
NLNB) by sectors is related to the acquisition/disposition of financial assets,

2. The amount of extension/shrinking of the total balance sheet, and

3. The allocation of existing wealth between different asset classes (portfolio choice)

As of now in this early modelling stage, some of these variables are determined by exoge-
nous forecasts from past data, others (at least partly) are determined by behaviour of agents.
Especially, NLNB is an endogenous outcome of the NFTR block. The portfolio choice as it is
implemented now is only partly subject to choice by the agents, as prices are still exogenous. Fur-
thermore, the extension/shrinking of agents’ balance sheets, which is exogenous at the moment,
clearly are decisions decisions of agents related to other behavioural choices in the mode. These
latter two issues are major areas where more work will be done for this model in the future.

3.2.1 Exogenous FTR

Extension of the Balance Sheet The extension or shrinking of agents’ balance sheets de-
picted in figure 19 below has been kept fixed after the year 2015 for similar reasons as for the
forecasts above, especially in order to keep the dynamics of the model as simple as possible.
This variable has special influence on model results since it steers the amount of new financial
assets entering the system. The extension of liabilities during the run-up to the financial crisis
2007/2008 is especially notable here. The steep decline after 2008 documents how the extension
of balance sheets by agents reduced and even became negative for most sectors, especially for
the banking agent and the RoW. The forecast after 2015 is chosen as the average of the balance
sheet extension of agents of all previous periods (to be discussed).


