
Applied Monetary Economics

Roberto A. De Santis∗

May 2024

Syllabus

This course targets graduate students with a background in economics or related fields.

It aims to equip students with the analytical tools and knowledge necessary to understand

and evaluate monetary policy decisions and their implications for the economy.

The course is organised in 15 hours: 8 hours are dedicated to lectures and 7 hours to

student presentations based on the reading of the literature or group projects.

I Conventional vs Unconventional Monetary Policy

Exploration of unconventional monetary policy tools, such as quantitative easing, forward

guidance, and negative interest rates. Explaining the Taylor rule, a widely-used guideline

for setting interest rates based on inflation and output deviations from target levels.

Number of hours: 2

References: Taylor (1993); Christiano et al. (1999); Krishnamurthy and Vissing-Jorgensen

(2011); Bernanke (2020).

II Identification of Monetary Policy Surprises

Overview of empirical techniques used to identify monetary policy surprises including time

series analysis, econometric models, and event studies. The identification of monetary policy

surprises involves determining unexpected changes in monetary policy actions or announce-

ments that deviate from market expectations.
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Number of hours: 2

References: Kuttner (2001); Cochrane and Piazzesi (2002); Faust et al. (2003); Romer

and Romer (2004); Faust et al. (2004); Bernanke and Kuttner (2005); Gürkaynak et al.

(2005); Hanson and Stein (2015); Gertler and Karadi (2015a); Ramey (2016); Cieslak (2018);

Altavilla et al. (2019); Jarociński and Karadi (2020); Swanson (2021); Miranda-Agrippino

and Ricco (2021); Bauer and Swanson (2023a,b).

III Monetary Policy Transmission Mechanisms

Monetary policy transmission mechanisms describe how changes in monetary policy actions,

such as interest rate adjustments or changes in the money supply, affect key economic vari-

ables such as output, inflation, and employment. There are several channels through which

monetary policy influences the economy: (i) The interest rate channel describes how changes

in the central bank’s policy rate affect interest rates in financial markets, influencing bor-

rowing, spending, and investment decisions. (ii) The credit channel focuses on the impact

of changes in credit conditions (e.g., bank lending standards, availability of credit) on eco-

nomic activity and aggregate demand. (iii) The exchange rate channel focuses in he changes

in the exchange rates and the impact on exports cheaper and imports. (iv) The expectations

channel describes the effects of forward guidance, communication by central bank officials,

and credibility of policy commitments, which can shape expectations and influence spending

and investment decisions. (v) The asset price channel is associated to the effect on the the

present value of future cash flows, influencing asset valuations and investor behavior. Rising

asset prices can boost household wealth and confidence, leading to increased consumption

and investment.

III.A Linear Models

Number of hours: 2

References: Christiano et al. (1999); Gertler and Karadi (2015a); Ramey (2016); Jarociński

and Karadi (2020); Miranda-Agrippino and Ricco (2021); Bauer and Swanson (2023a).
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III.B Nonlinear Models

Number of hours: 2

References: Granger and Teräsvirta (1993); Mumtaz and Surico (2015); Tenreyro and

Thwaites (2016); Angrist et al. (2018); Bruns and Piffer (2021); De Santis and Tornese

(2024).

IV Students’ Readings and Projects

Number of hours: 7

1. Baumeister and Hamilton (2018)’s structural model

2. The role of credit spreads in the transmission mechanism

• Gertler and Karadi (2015b)

• Caldara and Herbst (2019)

3. Discuss the findings in Tenreyro and Thwaites (2016) and De Santis and Tornese

(2024)’s nonlinear models

4. Discuss the findings in Canova and Perez Forero (2024)’s nonlinear model

Date Number of Lectures Presentations Location
hours and discussions

21 October 2024 2 1 Bicocca

22 October 2024 2 1 Bicocca

23 October 2024 2 1 Bicocca

24 October 2024 2 1 Bicocca

25 October 2024 2 1 Bicocca

08 November 2024 2 1 Team

15 November 2024 2 1 Team

22 November 2024 1 1 Team

Table 1: Schedule of Lectures and Presentations

The final valuation could be based on an exam, the discussion of a paper or the replication

of a paper.

3



References

Altavilla, Carlo, Luca Brugnolini, Refet S. Gürkaynak, Roberto Motto, and Giuseppe Ragusa

(2019) “Measuring euro area monetary policy,” Journal of Monetary Economics, 108 (C),

162–179.
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