Syllabus of Macroeconomics II, 2011/2012
I. Motivation (The Ramsey Growth Model)
II. Deterministic Dynamic Programming
1. Deterministic multistage decision problems.

2. The Bellman Equation.

3. Theorems of Blackwell and Boyd. Local Contractions.

4. Resolution methods (value function iteration, policy improvement algorithm).

III. Deterministic Dynamics
1. Euler Equations.
2. Linearization of Euler Equations and stability.

IV. Stochastic Dynamic Programming
1. Mathematical preliminaries (measures, integration, Markov processes).
2. Stochastic multistage decision problems.

3. The Bellman Equation.
4. The Stochastic Growth Model.

5. Lucas’ Tree Model.

V. Stochastic Dynamics (if time permits)
The course has three aims: 1) get you acquainted with Dynamic Programming both deterministic and stochastic, a powerful tool for solving infinite horizon optimization problems; 2) analyze in detail the One Sector Growth Model, an essential workhorse of modern macroeconomics and 3) introduce you in the analysis of stability of discrete dynamical systems coming from Euler Equations.
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Assessment System: Based in homeworks (20%), a mid-term (20%) and a final (60%).

Instructor: Juan Pablo Rincón-Zapatero. Office 15.2.38. jrincon@eco.uc3m.es
TA:
