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Abstract:
This project is a replication study of a paper from 2010 by Delli Gatti et al. titled

“The financial accelerator in an evolving credit network”. The original model is an
agent-based simulation of evolving credit networks between firms and banks.
Credit-based expansion induces vulnerability for bankruptcy cascades and thus
the start of a recession as a consequence of a small shock to a single firm. In
addition to the replication, this paper discusses the monetary policy of
Quantitative Easing in the context of economic crises within the original model
from Delli Gatti et al.’s paper. Results from the original paper show a successful
modelling of endogenous business cycle fluctuations and the emergence of
bankruptcy avalanches matched with several stylized empirical facts. Due to
several errors in the original model that were found during replication, it was not
possible to reproduce the results. Despite its limited external validity, the original
model still provides a relevant description of the mechanisms behind the

emergence of economic crises.
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