
List of (Log)Linearized equations

• IS-curve(
1 + Φγ̃−1

)
ŷt = g̃t

(
1 + Φγ̃−1 − ρg

)
+ Φγ̃−1 (ŷt−1 − g̃t−1)

−
(
1 − Φγ̃−1

) [
R̃t − Et[π̃t+1] + (ρd − 1)dt

]
+Et[ŷt+1]−

(
ρa − Φγ̃−1

)
at;

(1)

• Phillips curve

(1+β)π̃t = κ(1−Φγ̃−1)−1
[
ŷt − g̃t − Φγ̃−1[ŷt−1 − g̃t−1 − at]

]
+κµt+π̃t−1−βEt[π̃t+1];

(2)

• Natural Level of output

ŷnt = g̃t + Φγ̃−1(ŷnt−1 − g̃t−1 − at) − (1 − Φγ̃−1)µt; (3)

• Monetary policy rule

R̃t = ρR(ξt)R̃t−1 + ρR(ξt)[ψπ(ξt)π̃t + ψy(ξt)ỹt] + σRεR,t (4)

• Total governement purchases

g̃t = ρg g̃t−1 + (1 − ρg)φeS ẽ
S
t−1 + σgεg,t (5)

• Fiscal Rule

τ̃t = ρτ (ξt)τ̃t−1 + (1− ρτ (ξt))
[
δb(ξt)b̃

m
t−1 + δeẽt

]
+ δy(ŷt−1− ŷnt−1) +στ ετ,t

(6)

• debt

b̃mt = β−1b̃mt + bmβ−1(R̂mt−1,t − π̂t − ŷt + ŷt−1 − at) − τ̃t + ẽt + t̃pt; (7)

• return of the long term bond

R̃mt,t+1 = R−1ρP̂mt+1 − P̃mt (8)

• No arbitrage:

R̃t = Et

[
R̃mt,t+1

]
(9)

• Expenditure, short term component:

ẽSt = ρeS ẽ
S
t−1 + (1 − ρeS )φy(ŷt−1 − ŷnt−1) + σeS εeS ,t (10)
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• Long Term Component:

ẽLt = ρeL ẽ
L
t−1 + σeLεeL,t (11)

• Term Premium:
t̃pt = ρtpL t̃pt−1 + σtpεtp,t (12)

• Technology:
at = ρaat−1 + σaεa,t (13)

• Demand Shock:
dt = ρadt−1 + σdεd,t (14)

• Markup Shock:
µt = ρµµt−1 + σµεµ,t (15)
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