Economics 8108

Professor Patrick Kehoe

Spring 2007, Blegen 335,  Tu-Th 2:30-3:45
Macroeconomic Theory: Part IV

The purpose of this course is to strengthen your understanding of dynamic general equilibrium theory under uncertainty. We will also discuss monetary models.

Course Requirements:

We will have homework assignments every week, a midterm exam and a final. The assignments will constitute 25%, the midterm 25%, and the final 50% of your grade.

Office Hours:

By appointment. My office is 968 Heller Hall. My e-mail address is pkehoe@nber.org
Teaching Assistant:

The TA is Citirad Slavik. His e-mail address is cslavik@econ.umn.edu. He will hold a

recitation section each week.

Textbooks:

Required: Recursive Macroeconomic Theory: Lars Ljungqvist & Thomas Sargent, MIT Press.

1. One-sided Enforcement Problems

*L-S Chapter 19, 19.1-19.4

Thomas, Jonathan and Tim Worrall. 1988. Self-Enforcing Wage Contracts. Review of Economic Studies,  55, 541-554. 

2.  Insurance with Private Information
*L-S Chapter 19, 19.5 
Thomas, Jonathan and Tim Worrall. 1990. Income Fluctuation and Asymmetric Information: An Example of a Repeated Principal-Agent Problem.Journal of Economic Theory, 51, 367-390. 

Townsend, Robert. 1982 Optimal Multiperiod Contracts and the Gain From Enduring Relationships, Journal of Political Economy, 90 (6), 1166-86. 
Atkeson, Andrew and Robert Lucas. 1992. Efficiency and Equality in a Simple Model of Efficient Unemployment Insurance, Journal of Economic Theory, 66, 64-88.

Atkeson, Andrew and Robert Lucas. 1995. On Efficient Distribution with Private Information, Review of Economic Studies, 59, 427-53. 

3. Insurance with Unobservable Storage

*L-S Chapter 19, 19.6

Cole, Harold and Narayana Kocherlakota. 2001. Efficient Allocations with Hidden Actions and Hidden Storage, Review of Economic Studies, 68 (34), 523-42.

4. Two Sided Lack of Commitment 

*L-S Chapter 20

Kocherlakota, Narayana. Implications of Efficient Risk Sharing without Commitment, Review of Economic Studies, 63 (4), 595-609.

5. Sustainable Plans

*L-S Chapter 21

6. Optimal Monetary Policy

Athey, Susan, Andrew Atkeson, and Patrick Kehoe. 2005. The Optimal Degree of Discretion in Monetary Policy, Econometrica, 73 (5), 1431-75. 
