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The intertemporal budget constraint is:
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Then the Lagrangian is:

L =u(C1) —v(l1) + B8 (u(C3) —v(l))
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Differentiating with respect to [y, l», C1, and
C'>, and tidying things up, gives the optimality
conditions:



w'(C1) = B(1 + )/ (C2)

wu'(C1) = v'(l1)

wu'(Co) = v/ (1)



