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Macroeconomic Theory II: Syllabus

In the second semester of the macroeconomic theory sequence we will use the tools developed
before to study general equilibrium models with heterogeneous agents. We will analyze optimal fiscal
and monetary government policies, models useful for analyzing the effects of social security reforms,
equilibrium search, optimal contracts and credit market frictions. In order to better understand
the models, we will also use computer simulations in Matlab.

The grade distribution will be based on problem sets, midterm and final. Policies related to
student conduct will be strictly enforced.

Topics

Papers with * will be covered in class.

General equilibrium with heterogeneous agents Cooley (1995, Chapter 4) and Ljungquist
and Sargent (Chapter 13 and 14), and Ljungquist and Sargent 2nd edition (Chapter 17), Ven-
tura (1999)*, Conesa and Krueger (1999)*, Imrohoroglu (1992)*, Krusell and Smith (1998)*,
Aiyagari (1994b), Aiyagari (1994a) Sargent (1999), Diaz-Gimenez, Prescott, Fitzgerald, and
Alvarez (1992), Huggett (1993), Huggett (1996), Huggett (1997), Huggett and Ventura (1999),
Lucas (1980), Lucas (1992).

Equilibrium search Lucas and Prescott (1974)* and its version in Stokey, Lucas, and Prescott
(1989) in Chapter 13, Alvarez and Veracierto (1999a)*, Alvarez and Veracierto (1999b), Ve-
racierto (2001), Lagos (2001). Sargent (1987) and Sargent and Ljungquist (2000) provide a
good survey of search.

Asymmetric Information and Optimal Contracts Mas-Collel etal. (Chapter 14, 1995),
Marcet and Marimon (1999), Hansen and Imrohoroglu (1992), Cooley, Marimon, and Quadrini
(2001), Cooley and Quadrini (1999), Rogerson (1985), Clementi and Hopenhayn (2002), Phe-
lan and Townsend (1991), Atkeson and Lucas (1992), Atkeson and Lucas (1995).

Capacity constraints and politico-economic equilibrium Cooley, Hansen, and Prescott
(1995), Hansen and Prescott (1998), Klein and Rios-Rull (2004)*, and Krusell, Quadrini,
and Rios-Rull (1997)*.

Credit markets and frictions Kiyotaki and Moore (1997), Kiyotaki and Moore (2001), Fuerst
(1995), Smith and Wang (2000), Gertler (1988), Gertler and Gilchrist (1994), Gentry and
Hubbard (2000), Lucas (1978), Bernanke and Gertler (1989), Williamson (1987), Kehoe and
Levine (1993), King and Levine (1993), Levine (1997), Jermann and Quadrini (2003), Gomes
(2001), Fuerst (1992), Fazzari, Hubbard, and Petersen (1988), Quadrini (1999), Diaz-Gimenez,
Prescott, Fitzgerald, and Alvarez (1992),

Textbooks

Cooley, Thomas F., Editor. Frontiers of Business Cycle Research. Princeton University Press:
1995.
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and Chicago: Manuscript, University of Chicago, 1999.

Lucas, Robert E., Jr. Studies in the Business Cycle Theory. Cambridge: MIT Press, 1984.
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