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ADVANCED MACRO ECONOMIC ANALYSIS

Course Objective:

This course aims to equip students with knowledge and skills to understand
advanced macroeconomic models, consumption and investment theories to
analyse their significance in macroeconomic issues and policy responses.

Course Learning Outcomes:

Upon completion of this course, the student shall be able to achieve the following
outcomes:

COL1: Compareandcontrastdifferentmacroeconomicmodels,
consumptiontheories and explain their significance.

CO2: Explain various theories of investment and interrelation
between inflation interest and investment.

CO3: Analyse different post-Keynesian approaches to

demand for money

CO4: Critically examine the Neo-classical and Keynesian

Synthesis

CO5: Evaluate the Macroeconomic Crises and related Policy

Issues.

Unit-1:MacroEconomyModelsandConsumption
e Micro-foundationsof Macroeconomics
e ClassicalsvsKeynesians;New-Classical TheoryandNew-KeynesiansTheory
e Kuznets‘sConsumptionPuzzle
e ConsumptionExpenditureModels:Fisher‘sTheoryofOptimallnter-temporal
Choice, Rational Expectations and Random-walk

Unit-2: Investment
e Theoriesoflnvestment:Neo-
classicalTheory,KeynesTheory, Tobin’s‘Q’Theory Finance
e CostofCapital:Concept,Importance andComponents
¢ InterrelationsbetweenlInflation, InterestRateand Investment
e Policiesaffectinglnvestment.



Unit-3:MoneyandInflation

Post-Keynesian approaches to Demand for Money: Patinkin’s Real
Balance Effect, Baumol Inventory Model, Tobin’s Speculative Model,
Friedman’s Modern Quantity Theory in brief

Inflation-Unemployment Debate: Theory of Adaptive Expectations,
Expectation- Augmented Phillip’s Curve, Rational Expectation Model in
brief

MonetaryPolicy:Objectives, InstrumentsandApplications
Lucas’SupplyFunction;PolicylneffectiveTheoremandLucas’ Critique.

Unit-4:Neo-classicalandKeynesianSynthesis: 1S-LM

Neo-classicalandKeynesianviewsonDeterminationandEffectsofInterestRates
Neo-classicalandKeynesianSynthesis:1S-LMBasicModel

Extension of IS-LM model with government sector, models with labour
market and flexible prices
FiscalandMonetaryPolicyinlS-LMModel;FiscalPolicyandCrowdingoutEffect.

Unit-5:Macroeconomic PolicyandCrises

MacroeconomicPolicy:lIssues, Target IndicatorsandInstruments

Important Macroeconomic Policies: Gradualism vs Shock Therapy
Economic Policy, Seingorage Policy and Barro-Ricardo Hypothesis
Political Economy of Stabilisation and Adjustment

Analysis of Economic Crises and Solutions: East Asian Crisis, Global
Financial Crises, Sovereign Debt Crisis, Bank Failures, COVID-19
Crisis.
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SuggestedActivities:

Unitl:DebateonClassicalandKeynesianschoolsofth

ought. Unit 2: Quiz on theories and concepts of

investment

Unit3:Posterpresentationonpost-
Keynesiandevelopmentsonmoney Unit 4: Class room test on
shifts in IS-LM curves



Unit5:Seminarsondifferenteconomiccrises,suchastheEastAsianCrisisorth
e Global Financial Crisis



