1 Closed Economy Model

1.1 Dynamic System

We can now combine all of our equations together.

Our model has 24 of the following variables: ¢, = %ﬁl’m), Yiro141 = Mg}}r—ii{”l), wy =
I?D/tt my = >Qt = Qt ydy = tt,Ht = PtTfl, W1 e, Xo, e, Ye, Ity Ky, Gy, Hyy Ry, @y Ay, Sy ag, v, X, €4, A,
and 24 equatlons
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Technological Constraints and Laws of Motion
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Stochastic Processes

In(e;) = peln(es—1) + (1 — pe)ln(e) + &f
e = Xo/ X1 = exp(y +e;')
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Steady-State

pt = exp(7)

2
)



