
maxEt

[

∞
∑

t=0

βt lnCt

]

(0.1)

subject to
Ct +Kt+1 − (1− δ)Kt = Yt (0.2)

Yt = AtK
α

t
(0.3)

lnAt = ρ lnAt−1 + ǫt (0.4)

Euler equation is

1

Ct

= βEt

[

1

Ct+1

(

α
Yt+1

Kt+1

+ 1− δ

)]

(0.5)

Log-linearized version is

− ct = Et[−ct+1 + (1− β(1 − δ))(yt+1 − kt+1)] (0.6)
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