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Introduction to Computational Economics Prof. Galo Nuño Banco de España 1-3 September 2010, Universitá degli Studi di Cagliari “An economic experiment consists of the act of placing people in an environment desired by the experimenter, who then records the time paths of their economic behavior. Performing experiments that use actual people at the level of national economies is obviously not practical, but constructing a model economy and computing the economic behavior of the model’s people is. Such experiments are termed computational ” Finn E. Kydland and Edward C. Prescott
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Course goals



For the last two decades, macroeconomics has increasingly become a discipline that relies more and more on the construction of computational models as testbenchs of new ideas. In particular, since the seminal work by Kydland and Prescott (1982), a large share of research has been centered on the design of rational expectations, dynamic general equilibrium models. These models include di¤erent blocks that analyze the microfounded behaviour of households, …rms and the government. The advantage of these models is that they are not subject to the “Lucas’Critique”as agents form expectations rationally and the model’s parameters are structural. These models are now routinely used by Central Banks and International Organizations as tools to perform policy analysis and forecasting (Smets and Wouters, 2007). The aim of this course is to introduce computational methods in economics. In particular the course will be focused on the construction and analysis of real business cycles (RBC) models in Matlab, using the Dynare package. The course will be practical in nature, with sessions where students will program all the necessary routines. The couse is self-contained. The only requirement for students is to have had a previous exposure to the Ramsey model and a basic knowledge of Calculus.
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