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Consumption-Saving

Consumption Saving problem

V (s−1) = max
{ct ,st}

∞

∑
t=0

βtU (ct )

ct + st = yt + (1+ r) st−1

Intertemporal BC

Euler Equation

Solving the problem (SS)
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Neoclasscial Growth framework

Social Planner problem

V (k0) = max
{ct ,st}

∞

∑
t=0

βtU (ct )

ct + it = f (kt ) = Akα
t

kt+1 = (1− δ) kt + it

Euler Equation

The recursive formula using shooting algorithm

Transition path

Steady State
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Neoclasscial Growth framework

Dynamic programming framework

V (k) = max
{ct ,st}

{
U (c) + βV

(
k ′
)}

c + i = f (k) = Akα

k ′ = (1− δ) k + i

Euler Equation

Envelope Condition

Value Function and Policy function

Transition path

Steady State
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Neoclasscial Growth framework: Constant Growth

Growth:

V (k0) = max
{ct ,st}

∞

∑
t=0

βtU (ct )

ct + it = f (kt ) = Atkα
t

kt+1 = (1− δ) kt + it
At = (1+ g)At−1

Euler Equation

Balanced Growth Path

Transition path

Steady State

Seyed Ali Madanizadeh (Sharif U. of Tech.) Neoclassical Growth Model April 3, 2017 5 / 5


