[bookmark: _GoBack]We reconsider the issue of optimal monetary and fiscal policy in a fully edged DSGE model augmented for a share of agents excluded from asset market participation (Rule of Thumb consumers) when many fiscal instruments are available. Limited asset market participation entails a stronger use of the consumption tax in place of the labor tax in steady state. Along the business cycle, monetary policy stabilizes inflation while fiscal policy can play an important role in attenuating the effect of productivity shocks on income distribution.
