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Advanced Macroeconomics Theory
David Romer:<ilsll
10 s (S Jiadl) & S  (e Cile g gall (1 pe 5 daa iy lldall @ i) G
Chapter 2
Infinite-Horizon and Overlapping Generations Models
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- Part A: The Ramsey—Cass—Koopmans Model
2.1 Assumptions:
* Firms
* Households
2.2 The Behavior of Households and Firms
- Early Mercantilist Writing on Value and Profits
* Households’ Budget Constraint
* Households’ Maximization Problem
* Household Behavior
2.3 The Dynamics of the Economy
* The Dynamics of ¢
* The Dynamics of k
* The Phase Diagram



* The Initial Value of c
* The Saddle Path
2.4 Welfare
2.5 The Balanced Growth Path
* Properties of the Balanced Growth Path
* The Social Optimum and the Golden-Rule Level of Capital
2.6 The Effects of a Fall in the Discount Rate
* Qualitative Effects
* The Rate of Adjustment and the Slope of the Saddle Path
* The Speed of Adjustment
2.7 The Effects of Government Purchases
* Adding Government to the Model
* The Effects of Permanent and Temporary Changes in
Government Purchases

* Empirical Application: Wars and Real Interest Rates



