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Course Description

The objective of this course is to introduce students to the research methods of mod-
ern macroeconomics and to some modern macroeconomic models. Accordingly, this
course is an introduction to advanced macroeconomic theory rather than macroeco-
nomic issues and the course concentrates on basic macroeconomic analysis tools and
basic macroeconomic models. Topics include introduction to macroeconomics, two-
period economies with micro foundations, the method of dynamic programming, the
Solow model and Neoclassical growth model, models with overlapping generations,
real business cycle model, and endogenous growth models.

Prerequisites

Intermediate Macroeconomics, Intermediate Microeconomics,
Basic mathematical techniques.

Course Assessment

Problem Sets: 30% Midterm Test (TBA): 30% Final Exam: 40%

1



Course Outline

I. Introduction

• Stylized Facts of Growth
• Features of Business Cycles
• Introduction to Macroeconomic Models

II. Two-Period Economies with Micro Foundations

• A Deterministic Endowment Economy
• A Deterministic Production Economy
• A Stochastic Endowment Economy
• Ricardian Equivalence and Lucas Critique

III. Dynamic Programming: Method and Applications

• Method of Dynamic Programming
• Some Applications

IV. The Solow Growth Model

• Assumptions and Restrictions
• Steady State Equilibrium
• Transitional Dynamics
• Decentralized Growth Model
• A Standard Neoclassical Growth Model

V. Models with Overlapping Generations

• Basic Assumptions and Notation
• The Model
• Competitive Equilibrium
• Extensions and Applications

VI. Real Business Cycle (RBC) Model

• “Standard” RBC Model
• Calibration and Simulation
• Predictions of the Standard RBC Model
• Main Criticisms of the RBC Model

VII. Endogenous Growth Models

• The Simple AK Model
• Learning-By-Doing and Knowledge Spillovers
• A Simple Model of Human Capital
• Human Capital Accumulation Model
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