Competitive equbibrium 1z defined by the following equations:

Demand equation for the flexable price sector household
Cf =xpupe — g0 (52)
Supply equation of feable price sector (food sector) firm
Tye = bulupe)¥(C)7(Agy) 0T (53)
Demand equation for sticky price sector household
G: = Tgtlat — I_r,:ﬂ* (54)

Supply Equation of sticky price sector (non-food sector) firm
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Price Index in sticky price good sector
1= [afll, )~ 4+ (1 - a)et?] ™ (36)

Real margpinal cost in the sticky price sector
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Market cleanng equation for Hexable price good

Yia = Aype = Cra = v(xpe) "G + (1 + A)C7 (58)
Market cleanng condition for sticky price good

Yo = Cap = (1 —¥)Tae) "G (58]



Ageregate Prnice Index
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Relation between headline and sticky price index
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Aggregation equation
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Monetary Policy Rule
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Food Productivity Process
in(A]) = papin(Azs) + £
Non Food Productivity Process
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Monetary Policy Shock
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