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Overview of Course

The goals for this course are the following:

(i)

(i)

(i)

(iv)

(v)

Introduce students to important papers and research questions with high empirical
content and relevance to macroeconomics, broadly defined.

Introduce students to basic methods for analyzing quantitative economic models
that serve as a basis for empirical investigations.

Introduce students to a variety of empirical methods and data sources that can be
used to test, calibrate and develop models of interest for macroeconomics and
related fields.

Inspire students to think hard about best practices in empirical work, and how to
combine creativity, tools, and high standards to produce successful research.

Assist students in building up a toolbox of simulation and estimation computer
programs that can be used as a basis for future research.

Grade:

60% for homework assignments. There are two types of homework
assignments: (1) reading reports on some of the papers from class along with class
participation; and (2) computer-based projects. Acceptable homework must have
both report and code (if applicable). The code should be self-contained so that
anyone can run it (which means that I should be able to run it and reproduce the
results you present in your report). The computer projects may be done in small
groups (no more than three students per group), but each homework must be
submitted individually. You can use any programming language that you like. 1
will be talking mostly about (1) Dynare (for simulating DSGE models); (2) Stata
for estimation; and (3) Matlab for estimation. 1 will grade the homework
assignments on a scale of 0 to 10. If you turn in a complete homework on time
but received less than 10 points because of programming errors, | will return the
homework assignment to you so that you can make corrections and hand it in for



a regrade (only one regrade). My goal is for you to finish the class with a toolbox
of programs that don’t have errors in them.

40% for a written paper related to the material covered. (10 to 15 pages
including graphs and tables, main text double-spaced with 1.50-inch right-hand
margin.) Include a brief summary of the literature on the topic and relevance of your
contribution. A project that does no more than replicate a study on a different or
extended data set would be acceptable, but it nevertheless needs to be written as if it
were a short article to be submitted to a journal and include a self-contained
explanation of the methodology. You must meet with me by Friday May 10 to
discuss your proposed paper and get approval. A hard copy of the paper should be
turned in by 11:00 AM Tuesday June 11. (You can put it in my mailbox on the
second floor of the Econ department if I am not in my office.) NOTE: By University
rules on Academic Integrity, you cannot submit the same (or extremely similar) work
to two classes for credit. If your paper for this class is on the same topic as your
paper for another class (such as 3" year paper), you need to make sure that there is
enough difference in content that you are not violating rules of academic integrity.

Resources for Class

We will be doing some “real-time” programming, model simulation, and empirical
estimation in class, so you should bring your laptop to class. (If you do not have a laptop,
talk to me and we will arrange something.) You have access to the following programs.

1. Matlab

2. Dynare (available for free at: http://www.dynare.org/ )

3. Harald Uhlig’s Smets-Wouter Simulator (available for free at:
https://www.wiwi.hu-
berlin.de/de/professuren/vwl/wipo/research/Macro_App_Soft/SmeWouToolkit
(you might have to add the extension ".exe" to the file after downloading it.)

4. Software for empirical estimation (such as Matlab, Stata, R, Eviews, etc.)

The following reading list includes many papers on each topic. You must read all *
papers, preferably before class. | expect you to read some, but certainly not the majority
of the papers. This reading list is meant to be a useful bibliographic reference so that you
may concentrate on topics that interest you.


http://www.dynare.org/
https://mail.ucsd.edu/owa/redir.aspx?C=LUi4tJwyaM--9YKaWdIYx12UjXx3E2JaK-hB5aCUBxul4Y6T8aHUCA..&URL=https%3a%2f%2fwww.wiwi.hu-berlin.de%2fde%2fprofessuren%2fvwl%2fwipo%2fresearch%2fMacro_App_Soft%2fSmeWouToolkit
https://mail.ucsd.edu/owa/redir.aspx?C=LUi4tJwyaM--9YKaWdIYx12UjXx3E2JaK-hB5aCUBxul4Y6T8aHUCA..&URL=https%3a%2f%2fwww.wiwi.hu-berlin.de%2fde%2fprofessuren%2fvwl%2fwipo%2fresearch%2fMacro_App_Soft%2fSmeWouToolkit
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I11. The Effects of Government Spending and Taxes

A. Theory
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1. Neoclassical Models
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B. Estimating the Aggregate Effects of Government Spending
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Fiscal Policy.” American Economic Journal: Economic Policy 4 (2): 1-27.
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C. Measuring the Aggregate Effects of Taxes
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*Mertens, Karel, and Morten O. Ravn., “A Reconciliation of SVAR and Narrative
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Mertens, Karel, and Morten O. Ravn. 2013. "The Dynamic Effects of Personal and
Corporate Income Tax Changes in the United States.” American Economic
Review, 103(4): 1212-47.

D. Cross-Sectional and Panel Data: Theory and Evidence
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Multipliers: What Have We Learned?” American Economic Journal: Economic
Policy.

*Nakamura, Emi, and Jon Steinsson. "Fiscal stimulus in a monetary union: Evidence
from US regions.” The American Economic Review 104.3 (2014): 753-792.

*Farhi, Emmanuel, and lvan Werning. "Fiscal multipliers: Liquidity traps and currency
unions.” Handbook of Macroeconomics 2 (2016): 2417-2492.



Nekarda, Christopher J. and Valerie A. Ramey, “Industry Evidence on the Effects of
Government Spending,” American Economic Journal: Macroeconomics: Vol. 3
No. 1 (January 2011).

IV.  Household Consumption Responses to Fiscal Shocks

*Parker, Jonathan A, Nicolas S. Souleles, David S. Johnson, Robert McClelland,
“Consumer Spending and the Economic Stimulus Payments of 2008,” The
American Economic Review, 103 (October 2013): 2530-2553.
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the aggregate demand for consumption.” Journal of Monetary Economics 68
(2014): S20-S36.

*Gelman, Michael, Shachar Kariv, Matthew D. Shapiro, Dan Silverman, and Steven
Tadelis. "How individuals respond to a liquidity shock: Evidence from the 2013
government shutdown.” Journal of Public Economics (2018).
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Paycheck: Does the Effectiveness of Fiscal Stimulus Depend on How it is
Delivered?” American Economic Journal: Economic Policy, 4 (August 2012):
216-250.
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American Economic Review 99, no. 2 (2009): 374-79.
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July 2014.
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http://onlinelibrary.wiley.com/doi/10.1111/ecta.2014.82.issue-4.x/issuetoc
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V. Monetary Policy

A. Theoretical Models

(Review your notes from 201C)

Christiano, Lawrence J, Martin Eichenbaum, Charles L. Evans, “Nominal Rigidities and

the Dynamic Effects of a Shock to Monetary Policy,” Journal of Political
Economy, Vol. 113, No. 1, February 2005.

Smets, Frank and Raf Wouters, “An Estimated Dynamic Stochastic General Equilibrium
Model of the Euro Area,” Journal of the European Economics Association,
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Bayesian DSGE Approach,” American Economic Review, 97(3) June 2007: 586-
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McKay, Alisdair, Emi Nakamura, and Jon Steinsson. "The power of forward guidance
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2004): 1055-84 .
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Economics. 2010.

Tenreyro, Silvana, and Gregory Thwaites. "Pushing on a string: US monetary policy is
less powerful in recessions.” American Economic Journal: Macroeconomics 8,
no. 4 (2016): 43-74.

*Gertler, Mark and Peter Karadi, “Monetary Policy Surprises, Credit Costs, and
Economic Activity,” American Economic Journal: Macroeconomics, 7(1)
(January 2015) 44-76.

Nakamura, Emi, and Jon Steinsson. "High-frequency identification of monetary non-
neutrality: The information effect.” The Quarterly Journal of Economics 133, no.
3(2018): 1283-1330.

Gurkaynak, Refet S., Brian Sack, and Eric Swanson. "The sensitivity of long-term
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models." American economic review 95, no. 1 (2005): 425-436.
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Shocks,” December 2018 working paper.
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10 (2014): 3154-85.
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V1. News
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*Barsky, R. B., and E. R. Sims (2011) “News shocks and business cycles," Journal of
Monetary Economics, 58(3), 273-289.
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Identification of News Shocks,” November 2017 working paper.
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Economics (2016).
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