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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: 10 hours are dedicated to lectures and 5 hours to

student presentations based on projects.

I Lecture 1:

Conventional vs Unconventional Monetary Policy, Tay-

lor rule, Romer and Romer (2004)’s regression

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. Discussing

the Romer and Romer (2004)’s regression.

Number of hours: 2

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

(2011); Bernanke (2020).

∗Roberto A. De Santis, European Central Bank, Sonnemannstrasse 20, 60314 Frankfurt am Main, Ger-
many. Email: roberto.de santis@ecb.europa.eu.
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II Lecture 2:

The 3-Equation New Keynesian Model

The basic 3-equation New Keynesian model is a cornerstone of modern macroeconomic

theory, often used to analyze monetary policy and economic fluctuations. It consists of three

main equations: the IS curve, the Phillips curve, and the monetary policy rule.

The IS curve represents the relationship between output (or economic activity) and the

real interest rate. It is derived from the equilibrium condition in the goods market, where

total output equals total demand. In this model, output is negatively related to the real

interest rate. Expectations about future policy actions can affect current economic decisions,

thereby impacting the IS curve and overall economic dynamics.

The Phillips curve captures the relationship between inflation and economic activity (or

the output gap), derived under the hypothesis of price rigidities and the forward-looking

behavior of firms and households. In the New Keynesian model, the New Keynesian Phillips

Curve (NKPC) incorporates expectations of future inflation. Expectations play a crucial

role in this model. The forward-looking nature of the Phillips curve means that anticipated

future inflation influences current inflation.

The monetary policy rule describes how the central bank sets the nominal interest rate

in response to deviations of inflation from its target and the output gap. The rule captures

the central bank’s objective to stabilize both inflation and output.

Number of hours: 2

References: Gaĺı (2015).

III Lecture 3:

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 (2015); Ramey (2016); Cieslak (2018);

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

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

IV Lecture 4:

Monetary Policy Transmission Mechanisms and Non-

linearities

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. Results form linear and nonlienar models

will be presented.

IV.A Linear Models

Number of hours: 2

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

mura and Steinsson (2018b,a); Jarociński and Karadi (2020); Miranda-Agrippino and Ricco

(2021); Bauer and Swanson (2023a).

IV.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).
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V Lecture 5:

Taylor rules and Transmission of Monetary Policy

Shocks

Baumeister and Hamilton (2018) allow to estimate contemporaneous structural relations as

in DSGE models, while at the same time leaving the lag structure estimated as in traditional

VARs. The estimation of the 3-equation New Keynesian model in linear and non-linear

settings.

References: Baumeister and Hamilton (2018); Cardamone and De Santis (2024).

VI Data and Codes

• Romer and Romer (2004)’s surprises and codes:

https://github.com/johanneswieland/RomerShocks

• Bauer and Swanson (2023a,b)’s surprises:

https://www.frbsf.org/about-us/economic-research/center-for-monetary-research/

• Antoĺın-Dı́az and Rubio-Ramı́rez (2018)’s code:

https://www.aeaweb.org/articles?id=10.1257/aer.20161852

• Fabio Canova’s Empirical Macro Toolbox’s code:

https://sites.google.com/view/fabio-canova-homepage/home/empirical-macro-toolboxh.pqpzwv2xip50
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VII Location and Timetable

The lectures will take place in Bicocca, Edificio U7, Piano 2, Stanza 2104 (aula seminari

economia).

Date Number of hours Lectures Presentations and discussions Location

21 October 2024 2 (17:00-18:30) 1 Bicocca

22 October 2024 2 (08:30-10:00) 1 Bicocca

23 October 2024 2 (08:30-10:00) 1 Bicocca

24 October 2024 2 (08:30-10:00) 1 Bicocca

25 October 2024 2 (08:30-10:00) 1 Bicocca

22 November 2024 1 (08:30-09:15) 1 Team

29 November 2024 2 (17:00-18:30) 1 Team

6 December 2024 2 (17:00-18:30) 1 Team

Table 1: Schedule of Lectures and Presentations

VIII Evaluation

The final evaluation will be based on the presentation and discussion of a paper, with 20

minutes allocated for the presenter, 10 minutes for the discussant, and 15 minutes for open

discussion.

Date Paper Presenter and Discussant
22 Nov Carvalho et al. (2012): Taylor Rule

Estimation by OLS

Presenter: Pietro Corti

Discussant: Alessio Barbalonga
29 Nov From Uhlig (2005) to Diaz-Ramirez

(2018): Sign restrictions and Mone-

tary Policy Shocks

Presenter: Daniele Esposito

Discussant: Pietro Corti

29 Nov Mumtaz, Surico (2015): “The

Transmission Mechanism in Good

and Bad Times”

Presenter: Waqas Khan

Discussant: Aniello Piscopo

06 Dec Tenreyro, Thwaites (2016): Pushing

on a String: US Monetary Policy Is

Less Powerful in Recessions

Presenter: Alessio Barbalonga

Discussant: Daniele Esposito

06 Dec Piffer (2021): Monetary policy

shocks over the business cycle:

Extending the Smooth Transition

framework

Presenter: Aniello Piscopo

Discussant: Waqas Khan
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