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Course Objective

We will focus on basic general equilibrium concepts used in Macroeconomics as
well as on tools used to analyze dynamic models. To be more specific, this course will
emphasize on two kinds of dynamic models: one is the infinite-period representative
agent model and the other is the overlapping generations model (OLG model). Both
types of models are studied under the framework of general equilibrium with the firm
microeconomic foundation as part of it. Although most of time we will use a discrete
time version for discussion, we also learn how to deal with a continuous time version
when the chosen models are presented in a continuous time setting.

The organization of this course is tentatively scheduled as follows: I will start
from introducing the OLG models, using the textbook of McCandless and Wallace
(1991). You will see the result of the first welfare theorem that holds in most of the
infinite-period representative agent models no longer holds here. In the real economies
part of the book, we study the issues of a competitive equilibrium under pure
exchanges or under a simple production technology; Ricardian equivalence; asset
pricing, and growth. For the monetary economies part, whether or not money is
neutral, legal restrictions and monetary policies will be discussed.

As for the rest of the semester, we will cover a basic infinite-period representative
agent model in which the equilibrium consumption and investment are determined
(Blanchard and Fisher, 1989, Wickens, 2012). We will show the competitive
equilibrium outcome under a decentralized economy coincides with the optimal
outcome solved by a central planner. Then, I will use the first few chapters of Romer

(2012) to discuss the topic of economic growth, from a simple exogenous growth




model to a more complicated endogenous growth model.
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Teaching materials

1. Blanchard, Oliver J. and Stanley Fisher, Lectures on Macroeconomics, 1989,

MIT Press.

2. McCandless, George T. Jr. with Neil Wallace, Introduction to Dynamic

Mecroeconomic Theory - An Overlapping Generations Approach, 1991,

Harvard University Press

3.  Romer, David, Advanced Macroeconomics, 4™ ed., 2012, McGraw-Hill.

4.  Wickens, Michael, Macroeconomic Theory: A Dynamic General Equilibrium

Approach, 2™ ed., 2012, Princeton University Press.
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1. 114.09.09 Introduction (Syllabus)/OLG Model Chl
Textbook Ch.1
2. 114.09.16 OLG Model Ch2 : Competitive Equilibrium Textbook Ch.2
3. 114.09.23 OLG Model Ch3 : Introducing a Government Textbook Ch.3
4. 114.09.30 OLG Model ChS5 : Long-Term Government Bonds Textbook Ch.5
5. 114.10.07 OLG Model Ché6 : Infinitely Lived Assets Textbook Ch.6
6. 114.10.14 OLG Model ChS : A Storage Technology Textbook Ch.8
7. 114.10.21 OLG Model Ch10 : Monetary Economics Textbook Ch.10
OLG Model Ch12 : Legal Restrictions and
8. 114.10.28 . Textbook Ch.12
Monetary Policy
9. 114.11.04 Midterm Exam
Consumption and Investment: Basic Infinite Horizon
10. 114.11.11 Handout 1 and 1.1
Models
Consumption and Investment: Basic Infinite Horizon
11. 114.11.18 Handout 1 and 1.1
Models
12. 114.11.25 The Government in the Decentralized Economy Handout 2
13. 114.12.02 Economic Growth | Handout 3
14. 114.12.09 Economic Growth 11 Handout 4
15. 114.12.16 Banking Models Handout 5
16. 114.12.23 Final Exam
17. 114.12.30 pAgY R EAIG LT o AR ER
18. 115.01.06 PABY R EARIEGA T R EAH




