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PUBLICATIONS 

      “Asset bubble and endogenous labor supply: a clarification” with Thomas Seegmuller. Economics      
Letters, 2020, p. 109537 

This paper analyzes the link between asset bubbles, endogenous labor and capital. We consider an OLG model 
with elastic labor supply. Asset bubble can appear if the interest rate at the equilibrium without bubble is 
lower than the growth rate of population. We find some conditions such that the bubble has a crowding-in 
effect, i.e. higher levels of capital and labor. In contrast to Shi and Suen (2014), our result is theoretically 
shown and does not require an elasticity of intertemporal substitution in consumption too high. Considering a 
non-separable utility function between consumptions when young and old, the crowding-in effect of the 
bubble holds for values of that elasticity close or equal to 1, which are empirically relevant values. Therefore, 
this paper shows that endogenous labor is a relevant channel that may contribute to explain that bubble 
episodes are characterized by higher levels of capital and employment. 
 
 

JOB MARKET PAPER 

      “Asset bubble, growth and labor supply”  

Bubbles are often associated to a rise of growth and labor. Their collapse is often accompanied by a reduction 
in working hours and a recession of economic growth. Taking into account this empirical evidence, we 
examine the interaction between asset bubbles, labor supply and economic growth. We consider an 
overlapping generations with elastic labor model in which we introduce productive public spending and lump-
sum transfers. The latter two are financed by tax burden on capital and labor incomes. First, we find that asset 
bubbles can (cannot) emerge when the labor supply equilibrium is lower (higher) than its value in equilibrium 
with bubble. Second, we show that labor supply is promoted by bubbles. The growth rate is also boosted by 
bubbles when the positive effect of labor supply occurred thanks to bubble (crowding-in effect) dominates the 
negative effect of bubbles (crowding-out effect). Thanks to endogenous labor supply, this paper challenges the 
conventional view supported by Grossman and Yanagawa (1993), Futagami and Shibata (2000) about a negative 
effect of bubbles in endogenous growth. 
 
   
 


