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Tel Aviv University
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Eitan Berglas School of Economics

New Keynesian Macroeconomics

Homework no. 2

Notation:
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Variables:

Mt = money holdings at the end of date t

 it = interest rate

 Problem 1

Derive equation 

 
[image: image2.wmf]t

i

t

C

t

i

Y

m

ˆ

ˆ

ˆ

h

h

-

=

  

 Problem 2

Derive the Fisher equation 
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Hint: You may use both – the first class note of the NK course as well as:
< http://www.tau.ac.il/~razin/intleconmacagan.ppt >
 Problem 3

Derive the difference equation in 
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 where: 
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Hint: Step by step derivation is given by the first class note of the NK course.

Problem 4

Derive the equilibrium price level equation,
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Hint: Step by step derivation is given by the first class note of the NK course.
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