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The course aims to provide students with the basic analytical tools to understand the 
basic macroeconomic problems of modern economies. The main focus of the course is 
on developing the macroeconomic theory at an intermediate level. After looking at 
some basic facts we will then study  short and medium term economic models in closed 
and open economies in order to understand the way output is determined in equilibrium 
and how the economy adjusts to policy shocks. Furthermore we will focus on 
understanding inflation, unemployment and the role of fiscal and monetary policy.  
 
Course Outline: 
 
1. Introduction:  

1.1. Macroeconomics and Macroeconomic Problems.. 
1.2. Macroeconomic Variables. 
1.3. National Accounts and the Basic Economic Identities. 

Blanchard. Chapters 1 & 2. Dornbusch and  Fisher Chapter 1 and 2.   
 
The Short Term:  
2. The Goods Market. 

2.1 The demand for goods: Consumption, Investment and Public Expenditure. 
2.2 The Equilibrium Output. 
2.3 The Fiscal Policy. 
2.4 The Keynesian Multiplier. 

Blanchard. Chapter3. Dornbusch and Fisher Chapters 9 and 10.   
 
 3.  Financial Markets. 
 3.1. The demand for Money. 

3.2. The Money Supply and the Equilibrium Interest Rate. 
3.3. The Monetary Policy. 

Blanchard. Chapter 4. Dornbusch and Fisher. Chapter 10. 
   
 4.  Goods and Financial Markets: The IS-LM Model. 
 4.1. The Goods Market and the IS Relation.  

4.2. The Financial Market and the  LM Relation. 
4.3. The IS-LM  Model.. 

Blanchard. Chapters 5 and 7. Dornbusch and Fisher. Chapter 10.   

 5.  Fiscal and monetary Policy in the IS-LM Model 
 5.1. Monetary Policy. 
 5.2. Fiscal policy. 
 5.3. Combined Fiscal and Monetary Policy. 
Blanchard. Chapter 5. Dornbusch and Fisher. Chapter 11.  
 
The Medium Term.  
6..  The Labor Market. 
 6.1. Labor Demand and Supply. 

6.2. Wage Determination. 
6.3. Price Determination. 



6.4. The Natural Rate of Unemployment.  
Blanchard.  Chapter 6. Dornbusch and Fisher. Chapter 6 
 
7.  The AS – AD Model.  

7.1. Aggregate Supply. 
7.2. Aggregate Demand. 
7.2. Equilibrium in the Short Term and the Medium Term.. 
7.3. The Effects of a Monetary Expansion. 
7.4. A Decrease in the Budget Deficit. 
7.5. Supply Shocks. 

Blanchard Chapter 7. Dornbusch and Fisher Chapter 6 

Ampliaciones: 
8.  Openness in Goods and Financial Markets. 

8.1. Openness in the Goods Markets. 
 8.2. Openness in Financial Markets. 
 8.4. The IS in an Open Economy. 
 8.5. Equilibrium Output and the Trade Balance. 
 8.6. Financial Markets Equilibrium. 
 8.7. The IS-LM in an Open Economy..  
Blanchard. Chapters 18 and 19. Dornbusch and Fisher Chapter 12.  

9.  The natural Rate of Unemployment and the Phillips Curve 
9.1. Inflation, Expected Inflation and Unemployment. 
9.2. The Phillips Curve. 
9.3. Inflation, Deflation and the Phillips Curve 

Blanchard Chapter 8. Dornbusch and Fisher. Chapter 6 
 
10.   Inflation, Economic Activity and Nominal Money Growth. 

 10.1. Output, Unemployment and Inflation. 
 10.2. The Effect of Money Growth. 

10.3. Disinflation.. 
Blanchard. Chapter 9. Dornbusch and Fisher Chapters 7,8. 
 
 
Assessment 
 
There will be marked questions and assignments during the course and students will be 
encouraged to participate in discussions of case studies presented by the instructor. 
There will be two or three partial exams during the term and a final exam on all the 
contents of the course for students who have failed them. Class attendance is 
mandatory.  
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