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Lectures in Behavioral Macroeconomics 

Course Description 

Modern macroeconomics has been dominated by the paradigm of the utility maximizing representative agent with 
rational expectations (DSGE-models). In these lectures an alternative paradigm is provided based on the notion that 
agents have cognitive limitations preventing them from having rational expectations. A behavioral macroeconomic 
model is developed and the implications of that model for monetary and fiscal policies are derived. These results are 
contrasted with those obtained in standard DSGE-models. 

Format of sessions 

Monday 10 September 2018 
10:00-13:00; 14:00-15:30 (student presentations) 

Tuesday 11 September 2018 
10:00-13:00; 14:00-15:30 (student presentations) 

Wednesday 12 September 2018 
10:00-13:00; 14:00-15:30 (student presentations) 

Thursday 13 September 2018 
10:00-13:00; 14:00-15:30 (student presentations) 

Friday 14 September 2018 
10:00-13:00; 14:00-15:30 (student presentations) 

Exam 

Students are expected to give a presentation on an assigned topic and later hand in a short paper (at most 10 
pages). 

Venue 

Otto von Guericke University Magdeburg, Faculty of Economics and Management, Universitätsplatz 2, 39106 
Magdeburg, Building 22, room A-225 (Fakultätszentrum)  

Registration 

Please contact Sabine Wolf, E-mail: sabine.wolf@ovgu.de, until August 15, 2018. 

The course is limited to 25 participants. 
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Detailed Program 
• The need for a new approach in macroeconomic modeling 
• How to build a behavioral macroeconomic model 
• Main features of the behavioral model 
• The role of animal spirits in the business cycle 
• Contrast with DSGE-model 
• Optimal monetary policies in the behavioral macroeconomic model 
• The business cycle theories underlying the DSGE-model and the behavioral model 
• Inflation targeting and the Zero Lower Bound in a behavioral macroeconomic model 
• Structural reforms and stabilization in a behavioral model 
• Fiscal policies in a behavioral model 
• International synchronization of the business cycles and animal spirits 
• A behavioral model of the foreign exchange market.  
• Bubbles and crashes in the foreign exchange markets 
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