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which, plugged into the expressions for sectoral hours worked, gives:

=
ly = —e(1- X)w}v
AJV ey
ly = exwy
Then:
kp o= yp=ly
=N N
which imply:
kp = (1-x)of

= ~T
Plug the expressions for ks and g into the clearing condition in the T-goods market to have

G o= —(1 -y sg; + 555
then, given that the relative price is:
zZy = (1—-y)af
from the intra-temporal condition:
& = Ay -ar- [(1—¢)+(1—x) <§+

. e ~N 2N
Hence, finally, from the cleating condition in the N-goods market (¢; = y ) the reduced-form expres-

sion for ED;V is:

SN _ 2T
~N _ YTy

(Uf—

L xe + (1= ) (57 + 04 )|

So, as the economy in the long-run shifts to a distribution with permanently more elderly, in comparison

to the initial steady state, there will be a consumption bias towards N-goods: %va - ﬁ? > (. This will

induce an increase of the relative wage of the N-sector, (,Aujfv > 0, in order to drain some hours worked

in the N-sector, necessary to meet the new relative demand of N-goods. How much the relative wage

increases in the long run depends on the representative household’s preferences to work in either sector,

as captured by the parameters X, €. Accordingly, the relative price of N-goods will be higher, Zy > 0.
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