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		Abstract

		We study general equilibrium with nonconvexities. In these economies there exist sunspot equilibria without the usual assumptions needed in convex economies, and they have good welfare properties. Moreover, in these equilibria, agents act as if they have quasi-linear utility. Hence wealth effects vanish. We use this to construct a new model of monetary exchange. As in Lagos-Wright, trade occurs in both centralized and decentralized markets, but while that model requires quasilinearity, we have general preferences. Given our specification looks much like the textbook Arrow-Debreu model, we think this constitutes progress on the classic problem of integrating money and general equilibrium theory. We also use the model to discuss another classic issue: the relation between inflation and unemployment. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Rocheteau,  Guillaume and Rupert,  Peter and Shell,  Karl and Wright,  Randall D., General Equilibrium With Nonconvexities, Sunspots, and Money (December 2005). FRB of Cleveland Working Paper No. 05-13,  Available at SSRN: https://ssrn.com/abstract=1025475 or http://dx.doi.org/10.2139/ssrn.1025475 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Guillaume Rocheteau (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Federal Reserve Bank of Cleveland  ( email )

			

			
			
				
				
				
					PO Box 6387
Cleveland, OH  44101-1387
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				National University of Singapore (NUS)  ( email )

			

			
			
				
				
				
					1E Kent Ridge Road
NUHS Tower Block Level 7
Singapore, 119228
Singapore

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Peter Rupert

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Santa Barbara (UCSB) - Department of Economics  ( email )

			

			
			
				
				
				
					2127 North Hall
Santa Barbara, CA  93106
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Karl Shell

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Cornell University - Department of Economics  ( email )

			

			
			
				
				
				
					414 Uris Hall
Ithaca, NY  14853-7601
United States
607-255-5277 (Phone)
607-255-8838 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.karlshell.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Randall D. Wright

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Wisconsin - Madison - Department of Finance, Investment and Banking  ( email )

			

			
			
				
				
				
					975 University Avenue
Madison, WI  53706
United States
608-263-3860 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Federal Reserve Banks - Federal Reserve Bank of Minneapolis 

			

			
			
				
				
				
					90 Hennepin Avenue
Minneapolis, MN  55480
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       60

			

		
		
		
			Abstract Views

			      853

		

		
		 
		
			Rank

			  640,634

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       35 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Federal Reserve Bank of Cleveland Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Federal Reserve Bank of Cleveland Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              165

                                    

                                    
                                        PAPERS

                                              644

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        A Unified Framework for Monetary Theory and Policy Analysis

                        
                            By
                                
                                
                                    
                                    Ricardo Lagos
                                     and 
                                
                                    
                                    Randall Wright
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A Unified Framework for Monetary Theory and Policy Analysis, Second Version

                        
                            By
                                
                                
                                    
                                    Ricardo Lagos
                                     and 
                                
                                    
                                    Randall Wright
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Liquidity, Business Cycles, and Monetary Policy

                        
                            By
                                
                                
                                    
                                    Nobuhiro Kiyotaki
                                     and 
                                
                                    
                                    John Moore
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Money in Search Equilibrium, in Competitive Equilibrium, and in Competitive Search Equilibrium

                            
                                By
                                    
                                    
                                        
                                        Guillaume Rocheteau
                                         and 
                                    
                                        
                                        Randall Wright
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Money and Price Dispersion

                            
                                By
                                    
                                    
                                        
                                        Gabriele Camera
                                         and 
                                    
                                        
                                        Dean Corbae
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Individual and Aggregate Real Balances in a Random Matching Model

                            
                                By
                                    
                                    
                                        
                                        Ruilin Zhou
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Search, Money and Capital: a Neoclassical Dichotomy

                            
                                By
                                    
                                    
                                        
                                        S. BoragÌ†an Aruoba
                                         and 
                                    
                                        
                                        Randall Wright
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Search, Money and Capital: A Neoclassical Dichotomy, Second Version

                            
                                By
                                    
                                    
                                        
                                        S. BoragÌ†an Aruoba
                                         and 
                                    
                                        
                                        Randall Wright
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Efficiency of Monetary Exchange: How Divisibility of Money Matters

                            
                                By
                                    
                                    
                                        
                                        Aleksander Berentsen
                                         and 
                                    
                                        
                                        Guillaume Rocheteau
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
