Micro to Macro Minicourse

Syllabus

Per Krusell & Kurt Mitman

Contacts: per.krusell@iies.su.se, kurt.mitman@iies.su.se

Location: 7Fama” Room at SHoF

Dates:

Oct 24 & 25 14.30-17.00
Oct 31 14.30-17.00, Nov 1 9.00-11.30
Nov 7 & 8 9.00-11.30

Aim of the course: Go over models and empirical analysis of macroeconomics and inequality.

Course plan: Here is a rough outline for the six lectures of the course:

Introduction, covering a key method: recursive competitive equilibrium. Different macroe-
conomic household structures: OG vs. dynastic vs. in-between, heterogeneity in one or
more dimensions.

Wealth inequality: models with complete markets, and a discussion of facts surrounding
the distribution of wealth, income and consumption.

Models with (exogenously) incomplete markets: equilibrium determination of wealth in-
equality. Discussion of models with endogenous default. Short discussion of frictions in
the labor markets.

Aggregate uncertainty. Models and questions: Ricardian equivalence, the welfare costs of
business cycles, asset pricing, portfolio choice, aggregate labor supply, and other applica-
tions.

Heterogeneity and macroeconomic policy: implications of heterogeneity for the transmis-
sion and efficacy of monetary and fiscal policy.

Computation of incomplete markets models: steady states, MIT shocks and aggregate
uncertainty.



Office hours: By appointment

Course Topics
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Theory and Applications, Ninth World Congress, Cambridge University Press.

Krueger, D., Mitman, K., and Perri, F. (2016). Macroeconomics and heterogeneity,
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complete Markets, Macroeconomic Dynamics 6, 284306.
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sumers and Aggregate Shocks, manuscript (troi.cc.rochester.edu/mias/shockagl3.pdf).

Telmer, C. (1993), Asset Pricing Puzzles and Incomplete Markets, Journal of Finance
48, 18031832.

3. Precautionary savings, Labor market risk and Aggregate Fluctuations

Ravn, M. O. and Sterk, V. (2018). Macroeconomic fluctuations with hank & sam:
an analytical approach. Working paper

Bayer, C., Liitticke, R., Pham-Dao, L., and Tjaden, V. (2015). Precautionary savings,
illiquid assets, and the aggregate consequences of shocks to household income risk.
Working paper. Revise and resubmit, Econometrica

Den Haan, W., Rendahl, P.,; and Riegler, M. (2015). Unemployment (fears) and
deflationary spirals. CEPR Discussion Paper 10814
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Guerrieri, V. and Lorenzoni, G. (2015). Credit crises, precautionary savings, and
the liquidity trap. mimeo

4. Incomplete markets, heterogeneity, and monetary policy

Gornemann, N., Kuester, K., and Nakajima, M. (2012). Monetary policy with het-
erogeneous agents. Working paper 12-21, Federal Reserve Bank of Philadelphia
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Working paper
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5. Fiscal Policy and Unconventional Monetary Policy

McKay, A., Nakamura, E., and Steinsson, J. (2015). The power of forward guidance
revisited. Working paper. forthcoming, American Economic Review

Hagedorn, M., Manovskii, I., Luo, J., and Mitman, K. (2018a). Forward guidance.
mimeo

Cochrane, J. H. (2015). The new-keynesian liquidity trap. Working paper, University
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at http://papers.nber.org/sched/efgwl8

Brinca, P., Holter, H. A.; Krusell, P., and Malafry, L. (2016). Fiscal multipliers in
the 21st century. Journal of Monetary Economics, 77:53 — 69
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e Bhandari, A., Evans, D., Golosov, M., and Sargent, T. (2018). Inequality, business
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6. Housing and Aggregate Fluctuations
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