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In this document we lay out the microeconomic foundations of a dynamic stochastic general equilibrium model
designed to forecast and to advice monetary policy authoritiesin Colombia. The model is called Policy Analysis
Tool Applied to Colombian Needs (PATACON). In companion documents we present other aspects of the
model and its platform, including the estimation of the parameters that affect the dynamics and the impulse
responses functions.

The series Borradores de Economiais published by the Economic Studies Department at the Banco de la
Republica (Central Bank of Colombia). 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.



