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  (1) Home country Euler equation 
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   (2) Foreign country Euler equation 

 

LABOR-LEISURE TRADEOFF EQUATIONS 
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   (3) Home country labor-leisure tradeoff equation 
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  (4) Foreign country labor-leisure tradeoff equation 

 

ALLOCATION OF CONSUMPTION ACROSS GOODS 
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    (5) Home consumption of non-traded goods 
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    (6) Home consumption of traded goods 
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    (7) Foreign consumption of non-traded goods 
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    (8) Foreign consumption of traded goods 

 , , ,(1 )H t HT t T tC p C
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  (11) Foreign consumption of home-produced traded goods 
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    (12) Foreign consumption of foreign-produced traded goods  

 

DEFINITION OF MARGINAL COST 
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    (13) Real marginal cost of home-produced non-traded goods 

| ,

, ,

(1 )P
R t t
H t t

T t HT t

w
MC

p p


    (14) Real marginal cost of home-produced traded goods 
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    (15) Real marginal cost of foreign-produced non-traded 
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    (16) Real marginal cost of foreign-produced traded goods 

 

PRODUCTION FUNCTIONS 
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PRICE DISPERSION INDICES 
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PRICING EQUATIONS 
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   (25) Optimal pricing equation  
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   (26) Optimal pricing equation 
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   (27) Optimal pricing equation 
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   (28) Optimal pricing equation 

 

AUXILIARY VARIABLES FOR PRICING EQUATIONS 
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ALLOCATION OF GOVERNMENT EXPENDITURE ACROSS GOODS 
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  (37) Home government consumption of non-traded goods 
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  (38) Foreign government consumption of non-traded goods 
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  (39) Home government consumption of home-produced 
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  (40) Foreign government consumption of foreign-produced 

traded goods 

 

GOVERNMENT BUDGET CONSTRAINT 
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LAW OF GOVERNMENT EXPENDITURE 
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RELATIVE PRICES DEFINITION 
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EVOLUTION OF PRICES 
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CENTRAL BANK INTEREST RATE RULE 
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GOOD AND LABOR MARKET CLEARING 
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INFLATION DEFINITIONS 
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INTERNATIONAL RELATIVE PRICES 
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  (70) Home terms of trade 
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  (71) Relative price of foreign-consumed tradable goods basket 
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 (72) Home real exchange rate 

 

TOTAL OUTPUT DEFINITION 
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