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MODULE AIM: The purpose of this module is to introduce you to the concepts and tools modern 
economists use in day-to-day work, evaluating and assessing various policies and scenarios. You will be 
aware from your undergraduate training of smaller, more contained models intended essentially to teach 
you how to think like an economist. Examples you will no doubt have seen include supply and demand, 
the Keynesian Cross, IS-LM and the Solow-Swann model. 

These models are useful as parables and to get a ‘back of the envelope’ sense of what happens 
when, say, a tax is introduced by the government, or the economy experiences a large leap forward in 
technology, or a minimum wage is introduced. 

But what happens when someone in power, or someone who pays your salary, comes to you and 
asks you ‘how many jobs will be created if I increase government expenditure by 20%?’ or ‘how many 
households will end up below the poverty line if I reduce child benefit by 10%?’  

What kinds of tools do you need to answer those questions, and what data are available to you to 
help you do that? More importantly, how confident can you be that the answer you will give is the right 
one? The quotes from Hayek and Keynes above give you some idea of what to expect when starting this 
module.  

This is an introduction to the methods used at the business end of macroeconomics, as it were.  
There are many schools of macroeconomics. You will learn about them in the philosophy of economics 
module this semester. I’ll also refer to them within the lectures, but they will not be our focus.  
Our focus will be on identifying patterns we see in time series data, building stories about those patterns, 
and reporting those patterns to others. We are interested, as Taylor (2004, pg. 1) writes, in 
“macroeconomic frameworks that constrain social and economic actors and aggregates of their actions”.  

The goal of the module therefore is to teach students the main models used in professional and 
applied macroeconomics. This module covers the development of macroeconomic theories from the 
Post-War period to today, showing the main models of the Lucasian synthesis-the Solow growth model, 
the overlapping generations model, real business cycle theory, search theory and recursive models, the 
standard new-Keynesian and post-Keynesian macroeconomic models.  

The module examines how these models have developed in reaction to major economic events 
like the Great Depression, and discusses the benefits and costs of different types of macroeconomic 
models in relation to current macroeconomic data.  

 
LEARNING OUTCOMES: The learning outcomes for this module are: 

• Understand the development of macroeconomic theory from the post-war period to today; 
• Understand the basic models used by professional economists, and their pitfalls; 
• Interpret macroeconomic data; 
• Analyse macroeconomic data using simple models; 
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• Develop potential macroeconomic models in labs. 
• Appreciate the models used in professional discourse amongst professional economists.  
• Appreciate the costs and benefits of macroeconomic modeling in applied policy analysis.  

 
MODULE CONTENT/SYLLABUS:  
 
PRIME TEXT(S):	  David Romer, Advanced Macroeconomics, 4th Edition, London: McGraw Hill, 2012. 
 
I’ll also supplement the lectures with lots of lecture notes, readings, and STATA codes. 
 
OTHER RELEVANT TEXTS: 

• Minford, P. and Peel, D. Advanced Macroeconomics: A Primer, Edward Elgar Press, 2002.  
• Blanchard, O. and Fisher, S., Lectures on Macroeconomics, MIT Press, 1999. 
• Amighini, A. Giavazzi F. and Blanchard, O. Macroeconomics: A European Perspective, Pearson, 

2011.  
• Taylor, L. Reconstructing Macroeconomics. Harvard University Press, 2004. 

 
COURSE OUTLINE:  
 
Lecture 1. Introduction to the module: key concepts, facts, and definitions. Modeling dynamic processes, 

the Solow Model. Reading: Romer, Chapter 1.  
Lecture 2. Making the bridge between undergraduate and graduate macro: ISLM with bells on. Reading: 

Lecture notes.   
Lecture 3. Consumption and Investment 1: The Basic infinite horizon model. Reading: Romer, Chapter 

2, Blanchard and Fischer, Chapter 2.  
Tutorial 1. Introduction to STATA, basic data handling and retrieval. 
Lecture 4. Consumption and Investment 2: The Diamond model with government debt. Reading: Romer, 

Chapter 2.  
Tutorial 2. Finding, cleaning, and understanding basic time series data using STATA. 
Lecture 5. Real Business Cycle Models. Reading. Romer, Chapter 5.  
Tutorial 3. Dealing with Macroeconomic Data 1: Panel Data 
 Types of panel data sets, Homogenous slope and non-homogenous slope panel data sets. 

Application: Saving and Consumption Behaviour in Ireland. Reading: Qi, Y., Smith, B.L., and J. 
Guo (2007).  

Lecture 6. Real Business Cycle Models 2: Applications. Reading Romer, Chapter 5. 
Tutorial 4: Dealing with macroeconomic data 2: Time Series Data. 
Lecture 7. Models with Nominal rigidities: the New Keynesian approach. Reading: Romer, Chapter 6, 

Minford and Peel, Chapter 3, Blanchard and Fisher, Chapter 8.  
Tutorial 5. Time series econometrics: ARCH, GARCH and VAR.  
Lecture 8. The DSGE approach. Reading: Romer, Chapter 8.  
Tutorial 6. Time series econometrics 2: ARCH, GARCH, and VAR.  
Lecture 9. The DSGE approach 2: Reading: Romer, Chapters 8 and 9.  
Tutorial 7. Solving Rational expectations models by hand (and not by hand). 
Lecture 10. Stock flow consistent macroeconomics. Reading: Taylor, 2004, Chapters 1, 2.  
Tutorial 8. A simple stock flow consistent model in Excel. 
Lecture 11. Stock flow consistent macroeconomics II: Estimation and Calibration. Reading: Kinsella and 

Tiou-tagba-aliti (2012).  
Tutorial 9. Estimation of stock flow consistent models.  
Lecture 12: Recap and Review of the module.   
 
COURSE REQUIREMENTS: We have 3 contact hours per week. I will take the tutorial hours myself, for the 

most part. The (rough) division will be 2 hours of theory, and 1 hour of empirics. Tutorials start in 
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week 3. You will get very used to time series analysis and to STATA, a program you will become 
somewhat expert in by the end of this MSc course, as several modules will use it.  

 
ASSESSMENT: Five bi-weekly home works worth 40% (I take your best 4), an economics ‘log’ worth 
10% and a take home exam worth 50%. 

 
ECONOMICS ‘LOG: I want each of you to keep a log of your opinions about economics and about 
current economic issues that you find interesting. I want you to make at least one log entry per week. It 
should typically be about one page. The idea is to help you develop a file of your own economic ideas 
and opinions. This will be very helpful when choosing a thesis topic or coming up with your own ideas. 
Upload the log to the SULIS site at the end of each week.  
 
The Christmas exam will be a series of 10 short questions and 5 longer questions, of which you must do 
3. The repeat exam will be the same format. 
 
FEEDBACK: Lectures will have details of in-term assessments, individual feedback will be given on all 
homeworks during office hours. Tutorials will be highly interactive and there will be opportunities for 
one on one feedback for each student.  
         


