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INTERNATIONAL UNIVERSITY OF JAPAN 
Graduate School of International Relations 

Academic Year: 2015/2016 

Term: Fall 

 

Course  
Course code 

DCC5281 

Course title 

Monetary Economics and Policy Analysis 

Name of Instructor Lin Ching-Yang Credit Number: 2 

Instructor’s contact 

Information 

Office#:  

323 

Office Hours: TBA 

 

E-mail: 

 clin@iuj.ac.jp 

Class Schedule  

Day / Time 

TBA 

 

Course Description:  
This course provides students with the necessary knowledge and quantitative analysis skills of the modern 
business cycle theory and the stabilizing monetary policy. Our analysis is based upon the dynamic stochastic 
general equilibrium (DSGE) framework. This framework, built on the micro-foundations, has been 
increasingly adopted to study business cycle fluctuations by not only academia but also policymakers 
(research institution). It is important to have both broad and deep understanding of this approach.  
 
We start by building the basic concept through a standard real business cycle (RBC) model. That is, how the 
productivity shocks generate persistent economic fluctuations by influencing firms and consumers’ 
decision-making. The quantitatively effects will be examined through calibration. Next, we introduce the 
nominal rigidities and market frictions into the baseline model to illustrate the effect of monetary policy, and 
to explain how the economy can be corrected from inefficient to efficient fluctuations through the stabilizing 
monetary policy. We also demonstrate the level of welfare improvement achieved by various kinds of 
(realistic) monetary policy (the Taylor style rules).  
 
Lastly, we illustrate some recent developments in this filed: (1) the new open economy model (NOEM), by 
which researchers study the policy implications for those counties largely influenced by global economy. (2) 
the Bayesian estimation of the DSGE model, by which researchers examine the influences of various 
structure shocks and the role of markets frictions in a economy.       
 

Learning Objective: The objective of this class is to equip students with the ability to conduct research in the 
field of macroeconomics. This includes constructing research questions based on empirical evidence, and 
analyzing them based on theoretical models.  
 
Career Relevance: This course will provide the knowledge and analytical skills for PhD/master students who 
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consider working in institutions that are involved in conducting monetary policy analysis, such as IMF and 

the central bank. 

 

Course Context or Rationalization: The course will also help students who will write a dissertation related to 

the topics of business cycle and monetary policy.  

 

Delivery Methods: This course is lecture-based. However, students are strongly encouraged to participate in 

the class discussions. 

 

Assessment: There will be at least four (4) assignments (60%) and one final exam (40%). For the assignment, 

a student may opt to work alone or in a group of up to three (3) members. The purpose of these assignments 

is to help students review the concepts. In each assignment, the students will be asked to solve a model and 

explain its implication. Some of the problem sets involve computational analysis. 

Prerequisite: All the master’s level required courses or equivalent in the International 
Development/Economics Program.  
 

Textbook(s) Required book: 
1. “Monetary Policy, Inflation, and the Business Cycle: An Introduction to the New 

Keynesian Framework (Second edition)” by Jordi Galí 
Reference book: 
2. “Monetary Theory and Policy (third edition)” by Walsh, Carl E.  
 

Class Outline 1. The stylized facts regarding monetary policy and other economic activity (I) 
2. The stylized facts regarding monetary policy and other economic activity (II) 
3. The basic concept of a monetary model (Goodfriend(2002)) 
4. The basic concept of a monetary model (Goodfriend(2002)) 
5. An real business cycle (RBC) model without friction (Gali Ch2) 
6. An real business cycle (RBC) model without friction (Gali Ch2) 
7. An basic New Keynesian Framework (NKM) (Gali Ch3) 
8. An basic New Keynesian Framework (NKM) (Gali Ch3) 
9. Numerical analysis: Calibration and Dynare  
10. Numerical analysis: Calibration and Dynare 
11. Model implications and impulse responses analysis (Gali Ch3) 
12. Model implications and impulse responses analysis (Gali Ch3) 
13. Optimal Monetary Policy (Gali Ch4 ) 
14. Optimal Monetary Policy (Gali Ch4 ) 
15. Optimal Monetary Policy (Gali Ch4 ) 
16. Optimal Monetary Policy (Gali Ch4 ) 
17. Monetary policy and unemployment rates 
18. Monetary policy and unemployment rates 
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19. A small open economy model (Gali ch7) 
20. A small open economy model (Gali ch7) 

Others (if any)  
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