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The course will cover recent research exploring the role of unemployment
and wage rigidities in the design of monetary policy. The core of the lectures
will focus on a simple modification of the standard New Keynesian model for
which a concept of unemployment can be defined. Several applications of the
proposed framework will be discussed including:

(i) construction and analysis of model-based measures of the output gap

(ii) role of unemployment in the optimal design of monetary policy

(iii) empirical evidence on the New Keynesian Wage Phillips curve

(iv) unemployment in an estimated New Keynesian model: Smets-Wouters
revisited.

The course will be self-contained, but will take for granted some familiarity
with the basic New Keynesian model at the level of chapters 3-6 in Gali, Jordi
(2008): Monetary Policy, Inflation, and the Business Cycle. An Introduction
to the New Keynesian Framework, Princeton University Press (Princeton, NJ).

A list of selected readings is provided below.
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