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  (1) Euler equation 
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     (2) Labor-leisure tradeoff equation 
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t t t tMC w        (3) Marginal cost definition 

 

t t tY L         (4) Production function 
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          (5) Price dispersion index evolution 
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     (6) Pricing equation 
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   (7) Auxiliary variable pricing 1 
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    (8) Auxiliary variable pricing 2 
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VAT t t t t t tC w L G        (9) Government budget constraint 

 

t G tG Y         (10) Law of government expenditure 
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         (11) Evolution of price index 
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(12) Interest rate rule 

 

t t tY C G          (13) Goods market  

equilibrium 

 


