
Macroeconomics I (210D) Fall 2010

Michelle R. Garfinkel Office hours: WF 3-4pm
Office: SSPB 3257 Email: mrgarfin@uci.edu

Course description. As the first of the 3-quarter graduate-macro se-
quence, this course covers the historical foundations and evolution of mod-
ern macroeconomic theory. Topics include: the equilibrium determination
of output, employment, prices, wages and interest rates; the causes and
consequences of economic fluctuations; monetary and fiscal policies; micro-
foundations; and the role of expectations.

Textbooks. A rough course outline and a list of readings follow on the next
page. A textbook treatment of much of the material covered in lecture can
be found in one or more of the following textbooks. Only the first two are
currently in print and only the first is available at the campus bookstore.

• David Romer, Advanced Macroeconomics, McGraw Hill, 3rd ed., 2006.

• William H. Branson, Macroeconomic Theory and Policy, Harper and
Row, 3rd ed., 1989.

• Bennett T. McCallum, Monetary Economics: Theory and Policy, Mac-
Millan, 1989.

Romer’s textbook provides a broad overview of the current thinking in
macroeconomics, dealing not only with some of the topics of primary in-
terest in this class, but also with topics to be covered in the subsequent
two courses of this three-quarter sequence. The other two textbooks are
somewhat dated; nevertheless, Branson’s textbook is especially useful for
understanding sections 1-4 of the course, which focus largely on the Keyne-
sian theory of aggregate demand and economic fluctuations and the “micro-
foundations” of that theory, while McCallum’s text will help you tackle the
last section on rational expectations (including the more technical journal
articles listed on the next page). Used copies should be floating around
among 2nd year + graduate students.

Problem sets and the final exam. Over the quarter, I will assign problem
sets on a fairly regular basis to help you develop a solid command of the
material. These will be posted on the course web page (see UCI’s eee course
web pages). I strongly encourage you to work together in study groups. But,
each student must submit his/her own set of solutions. Your final grade will
be based solely on your performance on the problem sets and the final exam,
scheduled for Friday, December 10.
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Course outline and readings.

1. Economic fluctuations Romer, 5
(3 weeks) Branson, 3-8

2. Consumption Romer, 7
(2 weeks) Branson, 12

3. Investment Romer, 8
(1 week) Branson, 13

4. Money Romer, 10
(1 week) Branson, 14-15

5. Rational Expectations McCallum, 8,9
(3 weeks) Romer, 6 parts A and B

Journal articles*

Journal articles:

Thomas Sargent, “A Note on the ‘Accelerationist’ Controversy,” Journal of Money,
Credit, and Banking 8, 1971.

Robert E. Lucas, “Some International Evidence on Output-Inflation Trade-offs,”
American Economic Review 63(3), 1973.

Robert J. Barro, “Rational Expectations and the Role of Monetary Policy,” Jour-
nal of Monetary Economics (2), 1976.

Stanley Fischer, “Long-term Contracts, Rational Expectations and the Optimal
Money Supply Rule,” Journal of Political Economy 85(1), 1977.

Thomas Sargent and Neil Wallace, “Rational Expectations, the Optimal Mone-
tary Instrument, and the Optimal Money Supply Rule,” Journal of Political
Economy 83(2), 1975.

Thomas Sargent, “The Observational Equivalence of Natural and Unnatural Rate
Theories of Macroeconomics,” Journal of Political Economy 84(3), 1976.

Robert E. Lucas, “Econometric Policy Evaluation: A Critique,” Journal of Mon-
etary Economics 2, supplement Carnegie-Rochester Conference Series vol. 1,
1976.

Finn E. Kydland and Edward C. Prescott, “Rules Rather Than Discretion: The

Inconsistency of Optimal Plans,” Journal of Political Economy 85(3), 1977.


