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Abstract This paper investigates the stability of aggregate investment in the uncertain environ-
ment with interacting heterogeneous agents. Researchers have shown that there is a considerable
difference between the property of aggregate investment dynamics and the nature of individual
investment behavior; the individual investment activities exhibit intermittency and lumpiness at
the plant level. In addition, there exists persistent heterogeneity across firms. We demonstrate that
heterogeneity in capital adjustment processes of micro-agents contributes to creating the stability
of the aggregate process. We also show that this macro-stability is undermined in the uncertain
circumstance in which variance of the macroscopic distribution (i.e., the degree of heterogeneity
across firms) affects individual behaviors as externality. In other words, while heterogeneous behav-
iors always enhances the stability of aggregate investment, a coordination of interacting investors
weakens the stabilizing force. As a result, a slight shock is sufficient to induce the instability when

investors are highly sensitive to uncertainty over the economic environment.
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