Advanced Macroeconomics Il (20.855)

Degree/study: Bachelor’s degree degree in Economics / Administration and Business
Management

Year: 3" and 4"

Term: 3rd

Number of ECTS credits: 5 credits

Hours of student commitment: 125 hours

Language or languages of instruction: Catalan (with readings in English)

Teaching Staff: Jordi Gali (jgali@crei.cat, 23.413)

1. Introduction to the subject

The course provides an introduction to some of the main tools and models used in modern
macroeconomic analysis. Its content focuses on the study of economic fluctuations and the
role of economic policy in relation to these fluctuations.

2. Competences to be attained

General competences:

- Reading, understanding and interpretation of academic texts in Catalan, Spanish and English.
- The ability to coherently argue one’s own positions.

- Independent reasoning with critical distance.

- The ability to apply the knowledge acquired flexibly and creatively.

Specific competences:

- Knowledge of the basic characteristics of economic fluctuations

- The ability to analyze the equilibrium of basic macroeconomic models.

- The ability to assess the empirical relevance of these models.

- The ability to interpret the evolution of the economy from the perspective of the models
analyzed.

3. Contents

The course studies the following five topics and subtopics:

I. Economic Fluctuations: Concepts and Evidence

Trend and cycle. Cyclical component extraction methods. Analysis of the second moments of
the cyclical component of macroeconomic variables (amplitude, persistence and correlation
with GDP). The international business cycle. Changes over time in the levels of volatility.
Possible explanations.

Il. Real Models of the Economic Cycle and Fiscal Policy

The basic real model of the economic cycle without capital. The real model of the economic
cycle with capital. Empirical implications and evidence. Criticism. The effects of fiscal policy:
government spending and taxes. Ricardian equivalence. Dynamics of debt and deficits.



lll. Monetary models of the Economic Cycle and Monetary Policy

The classic monetary model. Empirical evaluation. The basic neo-Keynsian model. The effects
of monetary policy. Optimal design of monetary policy. Empirical evidence for monetary policy
rules.

IV. Economic Fluctuations and the Labour Market

Macroeconomic unemployment models: efficiency wages, market power (unions,
insiders/outsiders). The search and matching model. Empirical evidence on flows in the labour
market. Unemployment determinants.

V. Economic Fluctuations and Financial Markets.

Modelling of imperfections in the financial markets. The investment accelerator. Implications
for monetary policy. Financial crises: empirical evidence.

4. Assessment

Final exam: 80%
Participation in seminars: 20%
The same criteria apply to resit examinations.
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5.3. Teaching Resources

The teacher uses slides in class, and these are posted on the website.

6. Methodology

The teacher gives 20 theoretical lessons to the whole group (30 hours). This is complemented
by six seminars in which the students solve questions and exercises that have already been
submitted, with the active participation of students.

7. Schedule of activities

Week 1: Theoretical lesson 8 April
Theoretical lesson 9 April

Seminars

Week 2: Theoretical lesson 15 April
Theoretical lesson 16 April

Week 3: Theoretical lesson 22 April
Seminars

Week 4: Theoretical lesson 29 April
Theoretical lesson 30 April
Seminars

Week 5: Theoretical lesson 6 May



Theoretical lesson 7 May

Week 6: Theoretical lesson 13 May
Theoretical lesson 14 May
Seminars

Week 7: Theoretical lesson 21 May
Week 8: Theoretical lesson 27 May
Theoretical lesson 28 May
Seminars

Week 9: Theoretical lesson 3 June
Theoretical lesson 4 June

Week 10: Theoretical lesson 10 June
Theoretical lesson 11 June
Seminars

Final exam: June 20, 9-11 am

Resit examination: date to be determined



