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Abstract

This article investigates the existence of perfect-forsight equilibria in two-sectoral
two-period lived OLG Models. It extends the setting in Galor (1992) by allowing
for partial depreciation of capital, factor-intensity reversals, and subjective erro-
neous beliefs of agents. The generalisation thus allows to include the important
parameterisation of CES production functions which so far had to be ruled out.
The analysis of temporary equilibria precedes the description of a well-defined in-
tertemporal growth process. It shown that, generically, perfect foresight is possible
only locally in the sense that the economy may persistently assume states in which
beliefs cannot be self-fulfilling.
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