The goal of the course is to provide the student with a clear understanding of the
dynamic programming technique of analyzing economy with uncertainty. This
technique is indispensable for reading articles and writing thesis in the field of
macroeconomics, and is also used for the numerical approximation of economic models.

Completion of Macroeconomics | and Econometrics | (or equivalent knowledge) is
assumed. Participants are encouraged to review matrix algebra and propability theory

before the course starts.
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The course will be based on the textbook designated below. Excercises are assigned once
in a week or two, since solving problems by your hand (or by your computer) is as

important as the lecture itself. They will be reviewed at separate sessions.

The chapters to be covered in the course are as follows:

Chapter 1: time series analysis

Chapters 2-4: dynamic programming

Chapter 5: search, matching, and unemployment

Chapter 7: competitive equilibrium with complete markets
Chapters 9-10: asset pricing

Chapters 13-14: incomplete markets (if time remains)

Lars Ljungqvist and Thomas J. Sargent,

Recursive Macroeconomic Theory, MIT Press, 2000

( )

Nancy L. Stokey and Robert E. Lucas,

Recursive Methods in Economic Dynamics, Harvard University Press, 1989

Homework assignments and a final exam



