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Pardon my intrusion into this article, but let me add a note to help explain equation 12.  

First note that

(a) Dt+1 = dDt + (1-r) + rDt - Dt

which is a mild simplification of equation 4 as found on page 236 of the article.  Then note that

ªDt =  Dt+1 - Dt.  Now, subtract Dt from both sides of equation (a) above and you have 

(b) ªDt = dDt + (1-r) + rDt - 2Dt

which can be re-arranged as

(c) ªDt = Dt(d+r-2) + (1 - r).

Now let us return to equation 12.  Let us substitute our equation for ªDt (equation c) as well as
the formula for the equilibrium point, D* (see equation 6 on page 238), into equation 12, and we
have (after noting the time subscript t=0),

(d) D0(d + r - 2)) + (1 - r) 
[(1-r)/(2-d-r)] - D0

which (after multiplying the top and bottom by -1) is the same as 

(e) D0(2-d-r)) - (1 - r) 
D0 - [(1-r)/(2-d-r)]

which (after multiplying the top and bottom by 2-d-r) is the same as 

(f) (2-d-r)[D0(2-d-r) - (1 - r)] which equals 2 - d - r.  
         D0(2-d-r) - (1-r)

This is where we want to arrive in equation 12.

Now, back to the article.
Courtney Brown


















































