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Course Description and Objectives 

This course studies the theories of long-run economic growth and business cycles. In addition, the effectiveness of different macroeconomic stabilization policies to promote growth and to stabilize business cycles is also covered.  A key objective of the course is to realize the significance of theory in the policy-making process. A second objective is to appreciate that policy actions significantly affect consumer and firm behavior. Thus a good understanding of macroeconomic theory, how stabilization policies are implemented in practice, and their effects on key economic players and hence overall economic activity are the main objectives of this course.

Text
Macroeconomics, Updated Edition, McGraw-Hill-Irwin by J. Bradford DeLong, 2002.  

Readings - Reserve readings are available at the Lovejoy Library under “EC 502 Reserve Materials”. They are also available through the Library’s website. To use this service, please visit the Lovejoy Library site (http://www.library.siue.edu/lib/) and click on “course reserves”.
Office Hours
Office:  Alumni Hall, Room 3143, Economics and Finance Dept.

Office Hours:  M and F, 10:00 –11:00 a.m.; W and Th, 2:00-3:00 p.m.; or by appointment.

Email:  akutan@siue.edu
Study Guide

There is a Study Guide to accompany the textbook.  I may use it as a basis for a number of homework and exam questions.  It is available at the University Center’s bookstore.

Grading

Weekly quizzes

30%

     90-100%
 = A
     

Comprehensive Final Exam 
30%

     80-89%  
 = B

Homework


20%

     70-79%  
 = C

Research Paper  

20%

     60-69%
 = D






100%

less than 60 % =  F

Exam and quiz questions may include true-false, multiple-choice, short- and long-answer questions, and application problems. No make-up exams will be given.  Exceptions will be made for students with documented illness. Late homework will not be accepted. Details of the research paper, which will have strong empirical focus, will be distributed later during the semester.  

Tentative Course Outline and Reading Assignments

Part I:

Long-Run Economic Growth



Chapters 4-5

Note: Please read chapters 1-3 before this week. I assume that you are familiar with key basic macroeconomic concepts covered in these chapters from your intermediate macroeconomic class. There will be a quiz on chapters 1-3 next week.

Part II:

Business Cycles



Chapters 9-12

Required reading (on reserve):

Stock, J. and M. Watson. “Business Cycle Fluctuations in US Macroeconomic Time Series”, Handbook of Macroeconomics, Volume 1, 1999, pp. 3-63.

Note: Please read chapters 6-8 before chapters 9-12. I assume that you are familiar with topics covered in these chapters from your intermediate macroeconomic class. There will be a quiz on chapters 6-8 before we start covering Part II.
Part III:
Stabilization Policy



Chapters 13-15

Part IV:
Special topics (Unless indicated, all articles listed below are required readings and available as reserve materials in the Lovejoy library as well as Library’s website under “course reserves”).

Special topic 1: Monetary Policy Regimes

Bernanke, B.S. and F.S. Mishkin. “Inflation Targeting: A New Framework for Monetary Policy.”Journal of Economic Perspectives, 11(2), Spring 1997, 97-116.

Bordo, M. and A. J. Shwartz. “Monetary Policy Regimes and Economic Performance: The Historical Record.” Handbook of Macroeconomics, Volume 1, 1999, pp. 149-234.

Fischer, S. “ Distinguished lecture on Economics in Government: Exchange Rate Regimes: Is the Bipolar View Correct? Journal of Economic Perspectives, 15(2), Spring 2001, 3-24.

Mishkin, F.S. “Monetary Policy Strategies for Emerging Market Countries: Case Studies from Latin America.” Comparative Economic Studies, Summer 2002, 45-82.

Special topic 2: Monetary Transmission Mechanism
“The Transmission Mechanism of Monetary Policy”, Bank of England, Monetary Policy Committee.

C. Bean, J. Larsen and K. Nikolov  "The monetary transmission mechanism: theory, evidence and policy implications" European Central Bank Working Paper No 133, Jan 2002, 1-67. http://www.ecb.int/pub/wp/ecbwp113.pdf 

Mishkin, F.S. “The Transmission Mechanism and The Role of Asset Prices in Monetary Policy”, NBER Working Paper 8617, December 2001.

Kashyap, A. K. and J. C. Stein. “The Role of Banks in Monetary Policy: A Survey with Implications for the European Monetary Union”, Economic Perspectives, Federal Reserve Bank of Chicago.

Optional readings: Articles available (PDF format) in the following websites. Although they are optional, they will be very useful for your research paper. 

1.  Conference on “Financial Innovation and Monetary Transmission” http://www.ny.frb.org/pihome/news/speeches/finmon/finmon.html
2. Conference Proceedings on “Monetary Policy Transmission in the Euro Area” http://www.ecb.int/events/conf/other/mtn/mtn.html . 

3. Bank of Canada publications on monetary transmission 

http://www.bank-banque-canada.ca/en/topic/top-mpt.htm
Special topic 3: Financial Development and Economic Growth

Levine, R. “Financial Development and Economic Growth: Views and Agenda.”, Journal of Economic Literature”, June 1997, 688-726.

Beakert, G., C. Harvey and C. Lundblad. “Emerging Equity Markets and Economic Development.” Journal of Development Economics, 66, 2001, 465-5004.

Special topic 4: Global Financial Instability

Mishkin, F.S. “Global Financial Instability: Framework, Events and Issues” Journal of Economic Perspectives, 13(4), Fall 1999, 3-20.

Rogoff, K. “International Institutions for Reducing Global Financial Instability” Journal of Economic Perspectives, 13(4), Fall 1999, 21-42.

Caprio, G. and P. Honohan. “Restoring Banking Stability: Beyond Supervises Capital Requirements” Journal of Economic Perspectives, 13(4), Fall 1999, 43-64.

Edwards, S. “How Effective Are Capital Controls?” Journal of Economic Perspectives, 13(4), Fall 1999, 65-84.

As the course progresses, I reserve the right to make necessary changes in the course outline.

Academic Ethics

Any form of academic dishonesty is strictly forbidden.  This may include the following: copying a classmate’s homework and turning it in as your homework; referring someone else’s work as your work without citing the full reference for it; using “cheat sheets” during exams; and any other forms of plagiarism.  For further information what constitutes plagiarism, consult your instructor or the Student Handbook.

