
CIA model as in Walsh p112
The preference of the households is given by:
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The CIA is given by:
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The budget constraint takes the following form:
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Aggregate output, yt is given by the following production function:
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The technology shock follows an AR(1) process and is given by:

zt = ρzt−1 + ξt (5)

The rate of growth of money is equal to mt = (1+θt)
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mt−1

The FOC are
ct : c−Φ
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λ1t : ct =
mt−1
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+ τt (11)

λ2t : ct + kt + mt + bt = yt + (1 − δ)kt−1 +
mt−1 + (1 + it−1)bt−1

1 + πt
+ τt (12)

My Dynare equations are:
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yt = ct + it (15)

kt = it + (1 − δ)kt−1 (16)
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wt = (1 − α)
yt
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zt = ρ1zt−1 + e1t (21)
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θt = ρ2θt−1 + ρ3zt−1 + e2t (23)
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