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Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco
de la Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the
work by researchers from the institution. This series is indexed at Research Papers in Economics
(RePEc).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully
responsible for the opinions expressed in them, as well as for possible mistakes. The opinions
expressed herein are those of the authors and do not necessarily reflect the views of Banco de la
Republica or its Board of Directors.
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This document presents a dynamic stochastic general equilibrium model with rule of thumb (Non-
Ricardian) agents and both nominal price and wage rigidities. The model follows closely that of Gali et
al. (2004) and expands it to include a second way form of heterogeneity (besides the Non-Ricardian
agents), namely the nominal wage stickiness & la Calvo, as in Erceg et al. (2000). Special attention is
given to the algebraic details of the model. The model is calibrated and its dynamics are explored trough
the analysis of impulse response functions.
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