
Omega =
1 − α

1 − α + α ε

psi n ya =
1 + ϕ

α + ϕ+ (1 − α) σ

lambda =
1 − α

1 − α + α ε

(1 − θ) (1 − θ β)

θ

kappa =

(
σ +

α + ϕ

1 − α

)
1 − α

1 − α + α ε

(1 − θ) (1 − θ β)

θ

(1)πt = β πt+1 + ỹt

(
σ +

α + ϕ

1 − α

)
1 − α

1 − α + α ε

(1 − θ) (1 − θ β)

θ

(2)ỹt =
(−1)

σ

(
it − πt+1 − rnatt

)
+ ỹt+1

(3)it = πt φπ + φy ŷt + νt

(4)rnatt = (1 − ρz) zt + at (1 − ρa)
1 + ϕ

α + ϕ+ (1 − α) σ
(−σ)

(5)rrt = it − πt+1

(6)ynatt =
1 + ϕ

α + ϕ+ (1 − α) σ
at

(7)ỹt = yt − ynatt

(8)νt = ρν νt−1 + ενt

(9)at = ρa at−1 + εat

(10)yt = at + (1 − α) nt

(11)zt = ρz zt−1 − εzt

(12)∆mt = 4 (πt + yt − yt−1 − η (it − it−1))

(13)m− pt = yt − it η
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(14)iannt = it 4

(15)rr,annt = rrt 4

(16)rnat,annt = rnatt 4

(17)πannt = πt 4

(18)ŷt = yt − (ȳ)

(19)πt = pt − pt−1

(20)yt = ct

(21)wt − pt = σ ct + ϕnt

(22)
w

p t
= wt − pt

(23)mt = m− pt + pt

(24)µt = yt

(
−
(
σ +

α + ϕ

1 − α

))
+ at

1 + ϕ

1 − α

(25)µ̂t = ỹt

(
−
(
σ +

α + ϕ

1 − α

))
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Table 1: Parameter Values

Parameter Value Description

α 0.250 capital share
β 0.990 discount factor
ρa 0.900 autocorrelation technology shock
ρν 0.500 autocorrelation monetary policy shock
ρz 0.500 autocorrelation preference shock
σ 1.000 inverse EIS
ϕ 5.000 inverse Frisch elasticity
φπ 1.500 inflation feedback Taylor Rule
φy 0.125 output feedback Taylor Rule
η 3.770 semi-elasticity of money demand
ε 9.000 demand elasticity
θ 0.750 Calvo parameter
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