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Contents and Reading

The learning approach in macroeconomics has been fairly popular in re-

cent years. The lectures cover two topics in the area.

General background:

Sargent, T.J. (2008), Evolution and Intelligent Design, American Eco-

nomic Review, vol.98, 5-37.

Books and survey papers on learning:

Evans, G.W. and S. Honkapohja (2001), Learning and Expectations in

Macroeconomics, Princeton University Press. For background read chapters

1, 2, 4, 8, 11-12. For technical background: chapter 6 and sections 7.3 and

7.4.

Below it is referred to as GE-SH book. The book has a web site at

www.valt.helsinki.fi/geshbook/.

This site contains errata, problem sets and other supplements for the book.

The following are recent surveys and overviews of adaptive learning in

macroeconomics:

Evans, G.W. and S. Honkapohja (2009), “Learning andMacroeconomics”,

Annual Review of Economics, 1:15.1—15.30.

Evans, G.W. and S. Honkapohja (1999), “Learning Dynamics”, in Taylor,

J.B. and M. Woodford, eds., (1999), Handbook of Macroeconomics, Volume I

A, Elsevier: Amsterdam, 449-542. (Below this paper is referred to as GE-SH

survey.)
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Sargent, T.J. (1999), The Conquest of American Inflation, Princeton

Univ. Press.

Wenzelburger, J. (2006), Learning in Economic Systems with Expectations

Feedback, Lecture Notes in Economics and Mathematical Systems, Berlin:

Springer Verlag.

Reading:

1. Persistent learning dynamics

Analysis of constant gain algorithms and other types of persistent learning

dynamics. Sargent’s inflation model.

GE-SH book, chapters 3.3, 14.

Sargent, T.J (1999), The Conquest of American Inflation, Princeton Uni-

versity Press.

Cho, I.-K., N. Williams and T.J. Sargent (2002), “Escaping Nash Infla-

tion”, Review of Economic Studies, 69, 1-40. (Most technical parts to be

omitted.)

Marcet, A. and J.P. Nicolini (2003), “Recurrent Hyperinflations and Learn-

ing”, American Economic Review, 93, 1476-1498.

Evans, G.W., S. Honkapohja and N. Williams (2010), “Generalized Sto-

chastic Gradient Learning”, International Economic Review, 51, 237-262.

Honkapohja, S. and K. Mitra (2003), “Learning with Bounded Memory

in Stochastic Models”, Journal of Economic Dynamics and Control, 2003,

27, 1437-57.

Kasa, K. (2004), “Learning, Large Deviations and Currency Crises”, In-

ternational Economic Review, 45, 141-173.

Ellison, M. and T. Yates (2007), “Escaping Volatile Inflation”, Journal

of Money, Credit and Banking, 981-993.

Cogley, T. and T.J. Sargent (2005), “The Conquest of US Inflation:

Learning and Robustness to Model Uncertainty”, Review of Economic Dy-

namics, 8, 528-563.

Primiceri, G.E. (2006), “Why Inflation Rose and Fell: Policy-Makers’ Be-

liefs and U.S. Postwar Stabilization Policy”, Quarterly Journal of Economics,

121, 867-901.

Sargent, T.J., N. Williams and T. Zha (2006), “Shocks and Government

Beliefs: The Rise and Fall of American Inflation”, American Economic Re-

view, 96, 1193-1224.
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Orphanides, A. and J.C. Williams (2007), “Robust Monetary Policy with

Imperfect Knowledge”, Journal of Monetary Economics, 54, 1406-1435.

Milani, F. (2007), “Expectations, Learning and Macroeconomic Persis-

tence”, Journal of Monetary Economics, 54, 2065-2082.

2. Fiscal policy and learning

RBC models, fiscal policy changes and learning dynamics. Balanced bud-

get rules, Ricardian equivalence, anticipated fiscal policy and learning.

Reading:

GE-SH book, chapter 10.

Giannitsarou, C. (2006), “Supply-side Reforms and Learning Dynamics”,

Journal of Monetary Economics, 53, 291-309.

Evans, G.W. and B. McGough (2005), "Indeterminacy and the Stability

Puzzle in Non-Convex Economies", Contributions to Macroeconomics, 5(1),

Article 8.

Duffy, J. and W. Xiao (2006), “Instability of Sunspot Equilibria in One

Sector RBC Models under Adaptive Learning”, Journal of Monetary Eco-

nomics 54, 879-903.

Evans, G.W., S. Honkapohja and K. Mitra (2007), “Anticipated Fiscal

Policy and Adaptive Learning”, Journal of Monetary Economics 56, 930-953.

Evans, G.W., S. Honkapohja and K. Mitra (2010), Does Ricardian Equiv-

alence Hold When Expectations are not Rational?; CEPR working paper,

May.

Evans, G.W. and S. Honkapohja (2007), “Policy Interaction, Learning

and the Fiscal Theory of Prices”, Macroeconomic Dynamics, 11, 665-690.

Eusepi, S. and B. Preston (2010), Debt, Policy Uncertainty and Expec-

tations Stabilization,

Journal of the European Economics Association, forthcoming.
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