3 Model

Model Summary
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Such that
Individual “s budjet Constraint ¢ = (1 — 1) [weng + me] (3.1.2)
Time available to work 1=[n;+ ] (3.1.3)
Firm profits ;. = F(ny) — wen, (3.2.1)
Tecnology F(ny) = zn}™® (3.2.2)
Government “s budjet constraint
(@41 represent is the oil savings and Gy + apyq = Te[weng + ) + [P+ (1 +1)a,. (3.3.1)
IP; the Oil revenues)
Stochastic processes IP y z Jes1=plje + €1 ; j € {z, P}y €], ,~iid (0,0?).

First order conditions of this problem
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Intrat al —=01-a)= 3.4.2
ntratempora a—ny) ( ) e ( )
Feasibility condition ¢+ G+ a1 =y 1P+ (1 +1)a; (3.4.1)
Total GDP yI =y, + 1P, (3.4.1)

In Dynare I asume that n; 1s given according to the data for México, and 13 1s also given by its
level of steady satate.




