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Course Information
Instructor: Ronald Wolthoff
E-mail: ronald.wolthoff@utoronto.ca
Office hours: Thu 15:00 – 16:00, GE 214 (or by appointment)
Class: Tue 9.10 – 11.00 (GE100), Thu 9.10 – 11.00 (GE100)
TA: Erhao Xie (erhao.xie@mail.utoronto.ca)

Description
This course will cover equilibrium models of markets with frictions.

Evaluation
Your grade will be determined by the final exam. There will be two homework assignments. You are
encouraged to make these assignments, but they will not be graded. The solution to each assignment
will be discussed by the TA in a tutorial.

Tentative Course Outline (subject to change)

Class dates: January 6, 8, 13, 15, 20, 22, 27, 29; February 3, 5, 10.
Exam: February 12, 9.10 - 11.00

The class will cover a selection of the following topics

• Background Material: Poisson processes; (continuous-time) Bellman equations; continuous-time
optimization; Nash bargaining; HP filter.

• Moral Hazard in the Labor Market: Chapter 9.1-9.4 of Romer, Shapiro and Stiglitz (1984).

• Indivisible Labor: Hansen (1985), Rogerson (1988).

• Search Frictions

– Search Models: Lucas and Prescott (1974), Pissarides (1985), Mortensen and Pissarides
(1994), Chapter 1 and 2 of Pissarides (2000).

– Efficiency: Hosios (1990), Moen (1997).

– Business Cycles / Unemployment-Volatility Puzzle: Shimer (2005), Hagedorn and Manovskii
(2008), Menzio and Shi (2011).

• Private Information in Asset Markets: Guerrieri et al. (2010), Chari et al. (2011), Chang (2012),
Guerrieri and Shimer (2012).
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