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Euro Area Business Cycle Network Training School

Monetary Policy Design in the New Keynesian Model
CREI and Universitat Pompeu Fabra, Barcelona
9-12 December 2008

Deadline 15 September 2008 

General Description

The 8th EABCN Training School will be a four-day course on “Monetary Policy Design in the New Keynesian Model”.

Professors Jordi Galí and Tommaso Monacelli will teach the course. It will be primarily aimed at participants in the Euro Area Business Cycle Network, but applications will also be considered from doctoral students, post-doctoral researchers and economists working for commercial organisations (for which a fee will be charged). 

The objective of the course is to discuss the construction and use of New Keynesian Models in the analysis and design of monetary policy. The lectures will provide an overview of the recent literature on monetary policy design in the context of the New Keynesian framework. Different versions of the New Keynesian model and their implications for monetary policy will be analyzed in turn, including: (i) the basic New Keynesian model with sticky prices, (ii) the Erceg-Henderson-Levin model with sticky prices and wages, (iii) unemployment and real wage rigidities, (iv) economies open to trade in goods and assets; (v) economies featuring imperfections in credit markets.

The tentative outline of the course is:

1. The Basic New Keynesian Model (taught by Jordi Galí)
1.1. A baseline model for monetary policy analysis 

1.2. The new Keynesian Phillips curve 

1.3. The output gap and the natural rate of interest 

1.4. The effects of monetary policy shocks 

1.5. The effects of technology shocks

2. Monetary Policy Design in the Basic New Keynesian Model a Baseline Model for Monetary Policy Analysis (taught by Jordi Galí) 

2.1. A benchmark case 

2.2. Optimal monetary policy and its implementation 

2.3. The Taylor principle 

2.4. Simple monetary policy rules 

2.5. Second order approximation to welfare losses 

2.6. Evidence on monetary policy rules

3. Extensions of the Basic NK Model (I) (taught by Jordi Galí)
3.1. Monetary policy tradeoffs and labour market frictions

3.2. Cost-push shocks 

3.3. Nominal and real wage rigidities 

3.4. Unemployment

4. Extensions of the Basic NK Model (II) (taught by Tommaso Monacelli)
4.1. Open Economies

4.2. A benchmark small open economy NK model

4.3. Incomplete pass-through

4.4. Optimal policy: alternative approaches

4.5. Medium-scale open economy models

5. Extensions of the Basic NK Model (III) (taught by Tommaso Monacelli)
5.1. Durable goods, investment and credit market imperfections

5.2. Sticky prices and durable goods

5.3. Credit frictions on the households' side

5.4. Credit frictions on the firms' side

5.5. Credit frictions and banking

   Administrative Information

The course will take place at the Universitat Pompeu Fabra, Barcelona, and the participants will be invited to make their own arrangements regarding their accommodation and meals. Further information will be available to applicants shortly. Candidates should fill in the enclosed form and return it to CEPR’s Meetings Manager, Nadine Clarkel (nclarke@cepr.org) by September 15th, 2008. We ask that you send a current version of your CV with your application.  EABCN and CEPR gratefully acknowledge the generous provision of facilities by the Universitat Pompeu Fabra for this course.

       About the Instructors

Professor Jordi Galí holds a PhD from Massachusetts Institute of Technology. He was an Assistant Professor at the Graduate School of Business, Columbia University, and Professor at New York University and since 2001 he is a Professor of Economics at Universitat Pompeu Fabra, Barcelona. Since 1999 he is Director of the Centre de Recerca en Economia Internacional (CREI), Barcelona. He is Research Associate of the NBER, Research Fellow of CEPR and Associate Editor of leading economics journals. 

Professor Tommaso Monacelli holds a PhD from New York University. He was an Assistant Professor at Boston College and Reasearch Junior Professor at IGIER, Universita’ Bocconi, Milan, and since 2005 he is an Associate Professor of Economics at Universita’ Bocconi. He is a Research Affiliate of CEPR.


 







