The model with nominal rigidities is:

yd = m – p + v,

ys = ((p – E[p]) +((u – a E[u]),

w = E[p] + a E[u], 

a = ((/(+(. And

 

The model without nominal rigidities is:

yd = m – p + v,

ys = ((1-a)u,

w = p + au,


a = ((/(+(.

Find P* and Y* for model with nominal rigidities?
