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Tentative course outline

1. Introduction to computation

• Finite-precision arithmetic

• Function approximation

• Nonlinear equations: solving for steady states and optimal labor supply

2. Growth Model

• Solving the deterministic growth model by discretization and value function iteration

• Improving efficiency and accuracy.

• Assessing accuracy. den Haan and Marcet (1994)

• Solving the stochastic growth model.

• Discretizing AR(1)’s.

3. Heterogeneous agents and exogenous market incompleteness

• Stationary measures and all that

• The risk free rate. Huggett (1993)

• Endogenizing the capital stock. Huggett (1997)
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• Aiyagari (1994)

• Aggregate fluctuations. Krusell and Smith (1998)

4. Linear and quadratic approximations

• Klein (2000)

• Gomme and Klein (2006)

5. OLG with heterogeneity

• Rios-Rull (1996)

• Gomme, Rogerson, Rupert, and Wright (2004)

6. Health/Estimation and calibration in macroeconomics

• Gourinchas and Parker (2002)

• Scholz, Seshadri, and Khitatrakun (2006)

• Domeij and Johannesson (2006)

• De Nardi, French, and Jones (2006)

• Hall and Jones (2007)

7. Endogenous imperfect risk sharing

• Limited enforcement

– Kehoe and Levine (2001)

– Kocherlakota (1996)

– Krueger and Perri (2004)

– Krueger and Perri (2003)

– Kehoe and Perri (2002)

• Moral hazard

– Thomas and Worrall (1990)
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– Atkeson and Lucas (1992)

– Atkeson and Lucas (1995)

– Wang (1995)

– Smith and Wang (2006)

8. Growth/development and fertility

• Barro and Becker (1988)

• Barro and Becker (1989)

• Galor and Weil (2000)

• Boldrin and Jones (2002)

• Boldrin, Jones, and De Nardi (2005)

• Doepke (2005)

• Lagerlof (2006)

Useful Textbooks

• Heer, Burkhard and Alfred Maussner. 2005. Dynamic General Equilibrium Modelling.
Berlin, Germany: Springer.

• Judd, Kenneth L. 1998. Numerical Methods in Economics. Cambridge, MA: MIT Press.

• Cooley, Thomas. (ed.) 1995. Frontiers of Business Cycle Research. Princeton, N.J.:
Princeton University Press.

• Press, William H.; Saul A. Teukolsky; William T. Vetterling; and Brian P. Flan-
nery. 1992. Numerical Recipes in C. New York, N.Y.: Press Syndicate of the University of
Cambridge.

Also Numerical Recipes in Fortran 77, Numerical Recipes in Fortran 90, and Numerical Recipes
in C++.
All but C++ are available at
http://www.library.cornell.edu/nr/index.html.

• Marimon, Ramon and Andrew Scott. 1999. Computational Methods for the Study of
Dynamic Economies. Oxford University Press.

• Ljungqvist, Lars and Thomas Sargent. 2000. Recursive Macroeconomic Theory. Cam-
bridge, MA: MIT Press.
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• Miranda, Mario J. and Paul L. Fackler. 2002. Applied Computational Economics and
Finance. Cambridge, MA: MIT Press.

• Adda, Jerome and Russell Cooper. 2003. Dynamic Economics. Cambridge, MA: MIT
Press.

• Stokey, Nancy; Robert E. Lucas, Jr.; and Edward C. Prescott. 1989. Recursive
Methods in Economic Dynamics. Cambridge, MA: Harvard University Press.

• Rudin, Walter. 1987. Real and Complex Analysis. McGraw-Hill.

• Chung, Kai Lai. 2000. A Course in Probability Theory. Academic Press.

• Cinlar, Erhan. 1975. Introduction to Stochastic Processes. Prentice Hall.

• Williams, David. 1991. Probability with Martingales. Cambridge University Press.
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