
Incomplete syllabus for Macro 534, spring 2001

Grading

� Homeworks (50%). Some homeworks will be theoretical, and some will be computational.

� Final exam (50%). Date: to be determined (say, mid- to late April).

Schedule

We meet on

1. Wednesdays 12.30{3.15 beginning 1/24 and ending 4/11, with the following exceptions: 2/28
(out of town), 3/7 (spring break), 3/28 (out of town). This makes a total of 9 times.

2. The following additional Thursdays at 5.00{7.45: 3/29 and 4/5. In addition, the following
Mondays at 5.00-7.30: 3/19, 3/26, and 4/9.

Topics

We will cover a variety of topics, including origins of wealth inequality, time-inconsistent pref-
erences, growth, and money. Ljungqvist and Sargent (2000) is a very useful book, which covers
perhaps half of the material we will talk about in class. Speci�c papers are listed below; stars
indicate speci�c importance.

1. WEALTH INEQUALITY. Approximately 6 classes, covering

(a) Implications for inequality in a variety of complete-markets models. The aggregation
theorem. Possible readings: Chatterjee (1994).

(b) Incomplete asset markets by assumption, without aggregate shocks: the Aiyagari and
Huggett models. Possible readings: Aiyagari (1994?), Huggett (1993?), Huggett (1997),
and Huggett and Ospina (1997), D��az-Gim�enez, Quadrini, and R��os-Rull (1997?), Casta~neda,
D��az-Gim�enez, and R��os-Rull (2000?).

(c) Incomplete asset markets by assumption, with aggregate shocks. Possible readings:
Krusell and Smith (1998?), Storesletten, Telmer, and Yaron (2000), and Gourinchas
(2000).

(d) Contracting with incomplete information; preliminaries, using a �nite-period model:
Townsend (1982?). A long list of readings is as follows. The case of simple consump-
tion insurance: Atkeson and Lucas (1992, 1995?), Green (1987), Cole and Kocherlakota
(1997?), Aiyagari and Alvarez (1995?), Fernandes and Phelan (1998), Allen (1985), Wang
(1995), Thomas and Worrall (1990?), Smith and Wang (2000); Moral hazard: Spear
and Srivastava (1987), Hopenhayn and Nicolini (1997?), Phelan and Townsend (1991),
Phelan (1995), Atkeson (1991); Adverse selection: Hopenhayn and Nicolini (1999); In-
complete enforcement: Alvarez and Jermann (1998), Kocherlakota (1996?), Albuquerque
and Hopenhayn (1998?), Kehoe and Levine (1993), Krueger (1998?); and Renegotiation
proofness in dynamic contracts: Jamison (1998), Wang (1998).
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2. TIME-INCONSISTENT PREFERENCES. Approximately 3 classes. Covering recent work
by David Laibson & Co., Gul and Pesendorfer, Krusell, Kuru�s�cu, and Smith, and Barro.

3. ECONOMIC GROWTH. Approximately 3 classes. A brief survey of recent empirical and
theoretical work.

4. MONEY. Approximately 2 classes. Discussions of models of money: old, new, and old ones.
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