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Abstract
We undertake a fundamental study of a model, originally proposed in the context of networked financial insti-
tutions interconnected by obligations. The model describes the equilibria of the network as the solutions of a
fixed point linear equation with a saturation nonlinearity. It is one of the simplest continuous models where shock
propagation phenomena and cascading failure e�ects occur. In this paper, we present explicit expressions for the
equilibria, we propose conditions for uniqueness that encompass the one present in the literature, and finally, we
study jump discontinuities of the equilibria when parameters cross certain critical thresholds. This is of particular
interest in the financial context, as it shows that even small shocks a�ecting the values of the assets of few nodes,
can trigger catastrophic aggregated loss to the system and cause the default of several agents.
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