
Lifetime utility maximisation for households： 
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The budget constraint： 
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tC  is consumption, 
1,tI  is investment, 

1,tN  is labour 
1,tK is capital, 

1,tB  is foreign bonds, 
,b tr  

is bond rates, 
1,tw is wages, 

1,tu  is capital rates, 
1,a tp  is price of a tradable good. The subscripts f 

and m denote different sectors whose capital and labour are considered heterogeneous in the model. 

Capital movement equation: 
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First-order conditions on 
tC 、

1,tN 、
1, 1tK +

 and 
1, 1tB +

： 
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