
DEPARTMENT OF ECONOMICS
CARLETON UNIVERSITY

ECON 5021 W
Macroeconomic Theory

Professor Hashmat Khan Winter 2015

COURSE INFORMATION
Lectures: Monday, 11:35am-2:25pm (Canal Building 2104)
Tutorials: Monday, 5:35-6:55pm (Southam Hall 515)
Office: LOEB-D891
Office Hours: Monday, 10:00am-11:00am or by appointment
Contact: hashmat.khan@carleton.ca, Tel 613 520 2600 (Ext 1561)

COURSE DESCRIPTION
This course introduces advanced techniques and topics in macroeconomic theory at a Mas-
ter’s level. We will cover a range of theoretical models of business cycles, economic growth,
consumption, investment, unemployment, income distribution and inquality.

The main objectives of the course are:

• To develop analytical skills for studying a range of dynamic equilibrium models. By the
end of the course, you should be able to solve macroeconomic models using methods
of constrained optimization in continuous and discrete time.

• To understand interactions between macroeconomic theory and data. By the end
of the course, you should know what insights macroeconomic models give in better
understanding business cycles, growth, consumption, investment, inflation, and unem-
ployment.

• To highlight some important current issues and debates in macroeconomics after the
2007-2008 global financial crisis.

COURSE MATERIAL

• Lecture Notes. The lecture notes will present theoretical macroeconomic models and
their implications, and evaluate their usefulness in understanding macroeconomic phenom-
ena. Each week, the lecture notes will be posted via cuLearn on Mondays (by 10am). The
lecture notes are not a substitute for the required readings.
• Required Textbook: David Romer (DR) Advanced Macroeconomics Fourth Edition
(McGraw-Hill), 2012.
• Additional Required Readings: For each topic additional readings assigned in the
lectures. These articles can be accessed from the library.
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TOPICS

1. Economic Growth

• The Solow Growth Model

• The Ramsey-Cass-Koopmans Model

• Overlapping Generations Model

• Endogenous Growth

Lecture notes

DR: Chapter 1, 2, 3 (selected parts)

Assigned readings

2. Consumption

• The Permanent-Income Hypothesis (PIH)

• The Random Walk (RW) Hypothesis

• The Interest rate and Saving

• Consumption and Risky Assets

• The Equity Premium Puzzle

• Precautionary Savings

• Liquidity Constraints

Lecture notes

DR: Chapter 8

Assigned readings

3. Real Business Cycles

• Two period general equilibrium model with and without uncertainty

• Shocks: for example, productivity, preference, labour supply

• Atemporal and Intertermporal substitution

2



• Income and wealth effects

• Generalizations, limitations and critiques

Lecture notes

DR Chapter 5

Assigned readings

4. Business Cycles under Real and Nominal Frictions

• Imperfect Information

• Incomplete Nominal Adjustment

• Imperfect Credit Markets

Lecture Notes

DR Chapters 6, 7 (selected parts)

Assigned readings

5. Unemployment

• Search and Matching Models

Lecture notes

DR: Chapter 10 (selected parts)

Assigned readings

6. Income distribution and Inequality

• Empirical evidence

• Theoretical approaches

• Current debates

Lecture notes

Assigned readings
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COURSE EVALUATION

Weekly Assignments 30%
Midterm Exam (Saturday, February 14th, 1pm-4pm) 30%
Final Exam 40%

100%

Notes: The assignment will be posted on Fridays and will be due the following Friday. No
deferred midterm exam. If a student misses the midterm exam for a valid and documented
reason, the 30% weight will be added to the final exam. The final exam will be held during
the April Examination Period as scheduled by the University.

ACADEMIC ACCOMMODATIONS and POLICIES

Disabilities: Students with disabilities requiring academic accommodations in the course
are encouraged to contact a coordinator at the Paul Menton Centre to complete the necessary
letters of accommodation. After registering with the PMC, make an appointment to meet
and discuss your needs with me at least two weeks prior to the midterm exam. This is
necessary in order to ensure sufficient time to make the necessary arrangements. Please meet
the deadlines for submitting completed forms to the PMC for formally scheduled exam.

Religious obligations: Consult Equity Services or an Equity Advisor (ext. 5622) for the
current policy and a list of days.

Parental leave: Requests for academic accommodation is to be made during the first two
weeks of class, or as soon as possible after the need for accommodation is known to exist.
For more information consult Equity Services.

Plagiarism: Please be aware that plagiarism is serious offence at Carleton and should be
recognized and avoided. For further information on how to do so, please see “Pammett on
Plagiarism and Paraphrasing” at www.carleton.ca/economics/courses/writingpreliminaries.
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