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Categorizing Thailand as small country and the United States as large, the stylized fact
reveals a striking difference: The fluctuation of aggregate cycle is higher in the small country.
The research explores the reasons for this volatility using a two-country real business cycle
model, where the social planner faces with the different country sizes. After parameterization
and replication are performed, the benchmark economy roughly conforms to the stylized
fact in important dimensions. In the experiment, the country size parameters of the United
States are replaced on the parameter of Thailand. As the simulation results, the higher
fluctuation of Thailand’s aggregate cycle is almost totally attributable to the high variance

of the shocks.
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