Syllabus 742B.

This is a second-year class in advanced macroeconomics. The first half is taught
by Robert King. The aim of the class is (1) to learn some tools to handle dynamic
models, and (2) to cover some interesting substantive areas for research.

This classe draws on material at the intersection of 10, labor and macroeconomics.
The motivation for this work is (i) the large amount of heterogeneity across firms, e.g.
in productivity or survival rates; and (ii) the large amount of reallocation : job flows
and worker flows are large. The macroeconomic consequences of these facts have not
been fully analyzed yet, so I believe this is an interesting ground for future research.
1. Outline (previsional)

e Week 1: Introduction. Models of firm dynamics with entry/exit. Adjustment
costs.

Readings: Hopenhayn 1992 JPE. Hopenhayn and Rogerson 1993 JPE.

o Week 2: Models of firm dynamics with financing constraints.

Readings: Cooley and Quadrini 2001 AER.

o Week 3: Job creation and Job destruction: facts and models.

Readings: Caballero and Hammour AER 1994, Campbell and Fisher 2001 AER.

e Week 4: The Mortensen-Pissarides model. Review of recent work by Shimer
and Hall.

Readings: Shimer 2005 AER and “Reassessing...”, Hall 2005 Macro annual.
e Week 5: Simple search model and Lucas-Prescott islands.

Lucas and Prescott 1974 JET.

e Week 6: Models with irreversible investment.

Caballero and Pindyck IER 1996, Veracierto AER 2000.



2. References
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Investment
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3. Textbooks

There is no textbook for the class. However some topics I will talk about are covered
in Ljunqvist and Sargent, which may thus prove quite useful. Also the Stokey-Lucas-
Prescott book is a very useful reference on dynamic programming.

Ljungjvist and Sargent: “Recursive Macroeconomic Theory” (2nd edition, MIT
Press).

Nancy Stokey (with Lucas and Prescott): “Recursive Methods for Economics
Dynamics” (Harvard University Press).

4. Grading

I will ask you to replicate the results of a paper on the list or another paper of your
choice (subject to my approval). Of course, once you've replicated the results you



may as well make some simple modifications. This could be numerical or empirical.
I will ask you to write a 6-pages summary of what you did, and will ask to see your
code.

5. Contact Info

Frangois Gourio
Office: XXX, 270 Bay State Road.
Best way to reach me is email: XXX.
Office hours: XXX.



