ECON 6025: MACROECONOMICS THEORY I1
(Semester II - 2020/2021)
Department of Economics

The University of the West Indies - Mona

Lecturer: Nken Moise

Email: nken.moise@Quwimona.edu.jm

Office: McIntyre Complex E-208

Class: TBD. (virtual Classesﬂ use the Black Board Corporate (BBC) link in OurVLE to access
virtual classroom).

Office Hours: by Appointment

Prerequisite: ECON 6024

Course Description:

This course is the second part of a two-course series in macroeconomic theory at the graduate
level. Topics in this course include alternative theories of fluctuations; rational expectations;
inflation and monetary policy; and budget deficits and fiscal policy. Strong emphasis is placed

on empirical application and policy implications.

Learning Outcomes:

Upon completing this course, the successful student should be able to:

e Show how income, interest rates, and other macroeconomic variables are determined in

IS-LM models of closed, small- and large-open economies.

e Use the IS-LM framework to derive the Aggregate Demand curve and show how relevant

macroeconomic variables cause shifts in the curve.

e Derive the short-run Aggregate Supply curve under various assumptions about nominal

wage and price rigidities.

e Understand and describe the concepts, tools and implementation of monetary and fiscal
policy; their limitations and relative advantages and disadvantages, and how they interact

with aggregate economic activity.

Modes of Delivery:
This class meets twice a week. Students will make literature review related to papers that have

applied and/or policy orientation after the lecturer completes the syllabus. Both the material

LAl lectures are recorded and/or pre-recorded.



presented by the lecturer and in the literature review will be included in the exam. In addition,

problem sets (not for grading) will be assigned for practice.

Assessment:

g Weighting Due dates
(online) class presentation 10% during the period March,29-April, 9, 2021
Mid-semester Examination 30% TBD
Final Examination 60% exam period is Monday April 26-Friday May 14, 2021

*Papers submitted after the deadline will not be accepted.

Resources:

Required Textbook: Romer, David (2011), Advanced Macroeconomics, 4th edition, McGraw-

Hill-Irwin.

Supplementary Text: Mankiw, Gregory (2016), Macroeconomics, 9th edition, Worth Publishers.

Course Outline:




Lecture notes Topics/Information

Readings!

Traditional Keynesian Theories of
Part 1 Fluctuations

e The IS-LM Model and Aggregate Demand
— Closed Economy
— Open Economy
e Deriving the Short-Run Aggregate Supply
Curve

Sections 6.1, 6.2,
6.3, 6.4, 6.10

Microeconomic Theories of Fluctuations
Part 2

Sections 6.5, 6.6,

6.7, 6.8, 6.9
e Model of Imperfect Competition and Price-
Setting
e Real Rigidity
e The Lucas Model
Part 3 Inflation and Monetary Policy Chapter 11

e Inflation, Money Growth and Interest Rates
e Monetary Policy and the Term Structure of
Interest Rates
e Rules vs. Discretion
— The Dynamic Inconsistency of Low-
Inflation Monetary Policy
— Addressing the Dynamic Inconsistency
Problem
e Stabilization Policy
e Interest-Rate Rules and the Conduct of Pol-

icy




Part 4

Budget Deficits and Fiscal Policy Chapter 12
apter

The Government Budget Constraint
Ricardian Equivalence: Theory and Practice
Strategic Debt Accumulation

Debt Crises
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Important Notes:

e This syllabus may be revised occasionally throughout the semester. That is, some topics

may be added or deleted depending on the pace of the course. All changes to this syllabus

will be announced in class and posted on the web.

Student participation is heavily weighted in this course. Each student is required to make
a class presentation. The papers are listed in the resource section above. Each presen-
tation should last no more than 30 minutes and should address the following questions:
What is the paper about? What is the main methodology? What are the main conclu-
sions of the paper? What is a limitation of the paper? At the end of the presentation, the
student is required put forward at least two questions or comments to stimulate discussion

of the paper.



