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Abstract

We study a mean field game formulation of the Huggett—Moll heterogeneous-agent econ-
omy under Kou double-exponential jump-diffusion productivity shocks. The stationary
equilibrium is characterised by a coupled PIDE-Kolmogorov system. A Wiener-Hopf re-
duction eliminates the non-local integral term, yielding a local PDE cascade solvable by
Howard iteration.

1 Model

Household productivity z; follows

N
dzy = po dt + o dW; + d(Z Jk> ,
k=1

where N; is a Poisson process with intensity A and Jj, are i.i.d. double-exponential: upward
jumps ~ Exp(n) with probability p, downward ~ Exp(7n_) with probability 1 — p.
2 Equilibrium System

The value function V («, z) and stationary density m(a, z) satisfy
pV = max{u(c) + AV} + LV, 0=A"m+ L*m,

where A is the local diffusion generator and L the jump operator.

3 Wiener-Hopf Reduction

Applying the Wiener-Hopf factorisation to L decomposes the non-local term into two auxiliary
first-order ODEs, reducing the PIDE to a local system amenable to standard finite-difference
upwind schemes.

4 Conclusion
The Kou specification introduces asymmetric tail risk absent from Brownian-motion bench-

marks. Numerical experiments show heavier left tails in the stationary wealth distribution rel-
ative to the Gaussian case.
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