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Annotation

The course consists of two parts:
Part I: Microeconomics
Part I1: Macroeconomics

Part I: Microeconomics (24 contact hours)

The aim of this part of the course is to cover a number of important topics in microeconomic
theory as well as to acquaint students with how theoretical microeconomic models are used in
academic research papers. While students may find some of the topics familiar from
intermediate microeconomics classes, the topics covered in this course are approached with
more mathematical rigour than in intermediate courses.

Outline:

1. Consumer theory (5 hours, Dr Justina Klimaviciiité)

v —

v —

4. Markets under perfect and imperfect competition (3 hours, Dr Robertas Zubrickas)

5. Information, incentives, and behaviour (7 hours, Dr Robertas Zubrickas)

6. Student presentations of academic papers which cover some of the topics and/or use some of
the modeling techniques studied in the previous sessions (4 hours)

Learning outcomes: In this part of the course students will deepen their knowledge of
microeconomic theory and gain or improve their analytical skills needed for microeconomic
modeling. Moreover, they will be acquainted with how microeconomic models are employed in
academic papers and will have an opportunity to analyze some of such papers in detail. Finally,
students will improve their skills of presenting academic research.

Part I1: Macroeconomics (24 contact hours)

The aim of this part is to provide an overview of the workhorse models of modern
macroeconomics and their role in understanding macroeconomic data. To that end, this part
starts with invoking the key facts about economic growth and business cycles and proceeds by
relating key models to these facts. Some relevant tools and applications follow.

This course could be viewed as the first in the sequence of PhD macroeconomics courses as it
focuses on the foundational models in modern macroeconomics with a representative agent and




a representative firm, the only exception being heterogenous firms in the Ney Keynesian model.
Frictions in financial and labor markets are also left for other courses. Nevertheless,
supplementary readings and the discussion during the course link the discussed models to their
more sophisticated peers. Finally, this part reflects on the remaining challenges and the criticism
of macroeconomic models that became in particular strong after the financial crisis of 2007.

Also, this course is too short to give equal attention to all key models. To that end, two models
receive higher emphasis: the neoclassical growth model and the real business cycles model. In
this way, mathematical rigour and the need for presenting applications is balanced with
providing a helicopter view of modern macroeconomics.

Outline:

1. Facts of economic growth and business cycles (2 hours, Dr Eglé Jakucionyté)
2. Tools: dynamic optimization in discrete time (2 hours, Dr Eglé Jakuc¢ionyté)
3. Theories of economic growth (9 hours, Dr Eglé Jakucionyté)

3.1. Pareto optimal allocations, competitive equilibrium, welfare theorems

3.2. Neoclassical growth model

3.3. Endogenous growth model

3.4. Application in Matlab/Octave
4. Models of business cycles (11 hours, Dr Eglé Jakucionyté)

4.1. Real Business Cycles model

4.2. New Keynesian model

4.3. Application in Dynare

4.4. Criticism to modern macroeconomic models

Learning outcomes: Students will deepen their understanding of the core structure of modern
macroeconomic models. Most importantly, students will be able to provide key intuition of
model results. Students will learn how to write a code for a couple of basic model examples,
improving their skills in Matlab/Octave and Dynare. After taking this course, students will also
be able to follow more specialized courses in macroeconomics with less difficulty, get better
understanding of academic papers on modern macroeconomics and obtain basic skills to start
modelling themselves.

Evaluation:
Final Grade = Grade of Part | * 0.5 + Grade of Part Il * 0.5

The Grade of Part | will consist of two parts: a written exam (60%) and a presentation of a
research paper (40%).

The exam will cover all the material of Part I.

Presentations of research papers will take place in the last session of Part I. Students will have
to present a paper chosen from the list proposed by the lecturers. Depending on the number of
students enrolled in the course, presentations will be made either individually or in groups. The
length of each presentation will also be determined depending on the number of students in the
course. Students will be required to have a good understanding of the model used in the paper




and to be ready to answer questions on that, but in their presentations they will also be expected
to find the right balance between the mathematical rigour and the intuition behind the equations
(more guidelines will be given during the course).

The Grade of Part Il will consist of two parts: a written exam (70%) and a take-home
assignment (30%).

The exam will cover all the material of Part II.

The assignment will require to make small modifications in the application code and interpret
the results using the discussed macroeconomic theory.

Required reading

Part I:

Mas-Colell, Andreu, Michael D. Whinston, and Jerry R. Green. Microeconomic Theory. Oxford
University Press, 1995.

Some additional references and the list of papers for presentations will be given when relevant
during the course.

Part I1:

Jones, C. 1. (2016). The facts of economic growth. In Handbook of macroeconomics (Vol. 2,
pp. 3-69). Elsevier.

Krueger, D. (2012). Macroeconomic theory. Lecture Notes. Ch. 2, 3, 5. Available at
https://users.ssc.wisc.edu/~aseshadr/econ714/MacroTheory.pdf

Krusell, P. (2014). Real macroeconomic theory. Lecture notes. Ch. 10. Available at
http://hassler-j.iies.su.se/courses/macroll/Notes/Perbook2010.pdf

Gali, J. (2015). Monetary Policy, Inflation, and the Business Cycle: An Introduction to the
New Keynesian Framework and Its Applications. Princeton University Press. Ch. 3

Additional references and suggested readings will be specified during the course.
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