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Professor Marcet’s research focuses on four main areas: expectations learning models,
dynamic model solving techniques, fiscal policy and time series. Highlights of his work
include his collaboration with the Nobel Prize in Economics Thomas Sargent, whose
analysis has been used in many articles to justify (or not) the use of DSGE models with
rational expectations used in many central banks to predict the effects of policy
changes. More recently he has studied learning models to explain the behavior of the
economy and the design of macroeconomic policies. He showed that the
hyperinflations observed in many countries in the 1980s can be explained naturally
with learning models. The economic policy recommendation that emerges from his
model is to promote a real reform and to anchor inflation expectations using exchange
rate rules, in line with what today is thought to effectively have ended the 80s
hyperinflations.

In fiscal policy, Prof. Marcet's research has shown that, contrary to what some authors
had suggested, a drastic reduction in the tax on capital would lead to a great
redistribution of wealth that would strongly harm large sectors of the population with
low capital income, and that optimal policy entails running large deficits in recessions.
Recent work on models of learning shows that investors' expectations about stock
prices are a key determinant of stock price volatility.
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