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Topic 1: Economic growth and technological progress 
- Economic growth: empirical facts 
- Real and nominal convergence: causes of presence or absence, facts about 
convergence in the modern world 
- Exo- and endogenous technical progress in growth models (Solow model vs. 
Romer model) 
- Endogenous savings: Ramsey model, model derivation, steady state, effects of 
selected shocks, Ricardian equivalence 
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Topic 2: The business cycle and monetary policy: 
- Cyclical properties of the economy: empirical facts 
- Monetary policy: monetary transmission mechanism, standard and non-
standard monetary policy instruments 
- Real Business Cycle (RBC) model: model derivation, dynamic properties of the 
model, costs of cyclical fluctuations, implications of the model for counter-cyclical 
policy 
- New Keynesian (NK) model: model derivation, dynamic properties of the model, 
monetary policy in the NK model, implications of the model for countercyclical 
policy 
- Microeconomic empirical observations on price behavior and their implications 
for macroeconomics 
     - basic microeconomic empirical observations on the behavior of prices 
     - implications for macroeconomics of empirical observations on price 
behavior, in particular for the evaluation of macroeconomic models (RBC vs NK) 
and the effectiveness of monetary policy 
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Topic 3: Fiscal Policy: 
- The government spending multiplier in the empirical literature 
- Government spending multiplier in RBC, NK and OLG models 
- The effect of crowding out private consumption by government spending: theory 
vs. empirical evidence 
- Ways of modifying standard models in order to bring their results closer to 
empirical observations (non-Ricardian households (hand-to-mouth), government 
spending in the utility, finite lifetime horizons). 
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Topic 4: Heterogeneity and non-rational behavior 
- Lifecycle behavior of households and income distribution: empirical facts 
- Overlapping generations (OLG) model: model derivation, competitive 
equilibrium, dynamic properties of the model 
- Fiscal policy in the OLG model: Pareto efficiency, optimal fiscal policy, dynamic 
efficiency and inefficiency 
- Rational expectations: theoretical assumptions and empirical observations. 
Selected ways and effects of departing from the assumption of rational 
expectations in macroeconomic modelling 
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