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Course Description: 
This is a survey course in macroeconomics and is designed to develop a structural understanding 
of the economy as a whole. This course gives students the background they need to understand 
the broad movements in the global economy. Key topics include long-run economic growth, 
business-cycle, inflation, rates, monetary and fiscal policy, wage inequality, unemployment. By the 
end of the course, students should be able to understand the discussions of macroeconomic issues 
in the level of graduate school. 
 
There are three objectives in this course. The first objective is to offer an overview of the most 
important topics studied in macroeconomics with the help of rigorous theory. We will use formal 
mathematical models where the behavior of optimizing agents (households, …firms, government, 
etc.) is aggregated in the economy through the notion of general equilibrium. The second objective 
is to understand the economic insights embedded into the equations associated to the agent’s 
optimization and to the equilibrium conditions of the economy. The third objective is learning the 
answer to important macroeconomic questions such as: what are the engines of economic growth? 
Why is there unemployment in the labor market? What causes recessions? What moves the 
stock-market? What is the impact of taxes and government spending? And so on. Ideally, when you 
address these questions, you will think through the lenses of the model you have studied. 
Learning Objectives: Please see the above.  
Career Relevance:  
Course Context or Rationalization:  
Delivery Methods: lecturing and TA sessions  
 
Discussion Sections: 
There are weekly discussion sections by TAs. You are assigned to a discussion section. Attendance at 



discussion sections is highly recommended. Sections usually cover the problem set due the following 
week and questions regarding material from the lectures. If you need to switch sections talk to the TA of 
the section you wish to attend. Your TA will decide to whom you need to turn in your assignments. 
Assessment: 
Grades will be based on two things, exams and problem sets. There will be one midterm and a 
cumulative final. Problem sets count for 10% of your final grade and exams count for the remaining 90% 
(the midterm 40% and the final exam 50%). The midterm will be held in class and the final is scheduled 
on the final examination week. There will be no makeup exam. I encourage you to work in groups when 
solving homework problems. However, I expect you to turn in your own version of the answer. Late 
assignments will not be accepted. 
Prerequisite: 
PRC2010 Basic Microeconomics, PRC4020 Basic Macroeconomic, and DCC5210 Mathematics for 
Economics and Management (A) and DCC 5310 Mathematics for Economics and Management (B). 
Keep in mind that this course is considerably more demanding than the standard macro course, 
especially in terms of the background knowledge of mathematics required. In particular, students 
should be more than familiar with basic calculus, functions differentiation and integration, 
unconstrained and constrained static optimization. 
 
Textbook(s) Required:  

 Macroeconomics, by Stephen D. Williamson (5th Edition), published by Prentice 
Hall. 

 Introduction to Economic Growth, by Charles Jones (3rd Edition), published by 
Norton. 
 

The material of the course is presented in the two weekly lectures; at the end of each 
week a problem set will be handed covering the presented material. The problem set 
is due one week later; each weekly discussion section is meant for you to help you 
with the material contained in the problem set. There will be at least 5 problem sets. 
 

Class Outline 1. Preliminaries (W. ch.1): What is Macroeconomics? Economics as a Social 
Science. How does Macro work? Macroeconomic Models as Artificial 
Economies. Why do we care about learning macroeconomics? 

2. Growth Facts (J, ch.1): The empirical evidence on cross-country disparity 
3. Growth Accounting (J. ch.1): Using the production function to decompose the 

sources of growth between factor accumulation and TFP. 
4. Growth Model I (W. ch.6 and J, ch.2): The Solow growth model 
5. Growth Model II (J, ch.3): Human Capital, Growth models with R&D, Policy 

analysis in growth models, Proximate vs Fundamental causes of growth 
6. Growth Model III (J, ch.8): Introduction of Endogenous Growth Theory: 

AK-model 
7. The Economy I: Preferences, Commodity Set (W, ch. 4): The Primitives of an 

Economy: Agents, Household's Preferences, Budget Constraint, Commodity 



Set, How to solve the household problem 
8. The Economy II: Technology, Government and Market Structure (W, ch. 4): 

Production technology, Firm's problem, Government budget constraint, Market 
structure. 

9. Competitive Equilibrium and Pareto Optimality in a Static Economy (W, ch. 5): 
Formal definition of competitive equilibrium, MRS=MRT: a graphical approach, 
Comparative Statics across competitive equilibria. The Social Planner Problem, 
Equivalence of equilibrium and efficient allocations, Welfare theorems. 

10. Intertemporal Macroeconomics : Consumption and Savings (W, ch. 8): 
Introduction to Dynamic Optimization, Intertemporal substitution and the optimal 
consumption-saving decision of the household 

11. The Permanent Income Hypothesis: The Permanent Income Hypothesis, 
Motives for saving 

12. Competitive Equilibrium in a Dynamic Economy (W, ch. 8): Definition of 
Competitive Equilibrium in a two-period production economy 

13. Investment Theory (W, ch. 9): The optimal investment problem of the firm with 
an infinite horizon 

14. Fiscal Policy I: Ricardian Equivalence (W, ch. 8): The equivalence between 
taxes and debt in financing government expenditures 

15. Optimal Taxation and Social Security: A "smoothing" result in the optimal design 
of household taxation. Demographic trends. The PAYG system and comparison 
with fully-funded system. 

16. Business Cycles I: Facts (W, ch. 3): The business cycles: facts and 
measurement 

17. Business Cycles II: Model (W, ch. 11): The Real Business Cycle model 
18. Labor Markets : Facts and Theory (W, ch. 15): Facts on unemployment and 

labor force participation, the search model, role of unemployment insurance 
19. Time Series Analysis (if we have time) 

Others (if any)  
 

 


