UC San Diego, Econ 3 Spring 2009

Economics 3 - Principles of Macroeconomics
2:00 — 2:50pm, MWF, Solis Hall 107

Instructor: Michael Bauer

Office: Sequoyah Hall 235

Email: mbauer@ucsd.edu
Office Hours: Wednesdays, 12-1:30 pm
Class Web Page: www.aplia.com

Course Description

Macroeconomists study the economy as a whole, and are thus concerned with concepts such as aggregate
output and employment, interest rates, inflation and price stability, business cycles, monetary and fiscal policy,
as well as long-term economic growth. But these concepts are important to a much broader audience than just
economists: They concern us all, since our jobs, wealth, and economic well-being crucially depend on how the
economy is doing. For this reason, the news is full of discussions about the current state of the economy.

The key objective of this course is that you become familiar with these concepts, so that are in a position to
follow and participate in the discussions about the current, past, and future economic situation. More
specifically, after successful completion of the course you will be able to:

e understand and characterize the different components of aggregate output, namely consumption,
investment, government spending, and net exports,
e describe the different reasons and possible remedies for unemployment,

e grasp the importance of interest rates, and financial markets in general,

e understand why inflation is bad for us, and why deflation is even worse,

e identify the different goals and tools of monetary policy and fiscal policy,

e describe the determinants of business cycle fluctuations (short term) and economic growth (long term),

e explain what got us into the current mess.

Prerequisites
ECON 1 (Principles of Microeconomics) and an enthusiasm for current macroeconomic issues.

Required Reading

Frank, Robert H. and Ben S. Bernanke (2009), Principles of Economics, 4th ed., McGraw-Hill. There is a UCSD
custom version of this textbook available at the UCSD Bookstore for $93.00. The custom is identical to the 4t
edition in every way except that it has an indifference curve appendix, has a different cover, and is cheaper (the
publisher’s price for the textbook is $165).
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There will be additional reading assignments from the following sources: The Economist, Wall Street Journal,
New York Times, Financial Times, and others. The assignments will be announced on the course website.

Homework

Problem sets will be assigned on a regular basis. You are required to use Aplia for these. On Aplia, you will find
two kinds of assignments:

Homework assignments — There will be both problem sets and news analyses. Answers are submitted online.
The due date for each assignment is clearly stated in Aplia. Most (but not all) assignments are due Sundays at
11:45pm. Carefully read how assignments are graded in Aplia. In calculating your final grade, | will consider the
percentage of questions in each assignment you answer correctly. In order to allow flexibility for students who
are sick, who have critical conflicts or who are having computer problems the night an assignment is due, the six
homework assignments with the lowest percentage scores will be dropped.

Experiments — | will explain more about the experiments as the dates of the experiments approach.
Participation in the experiments and the accompanying assignments count as homework assignments in terms
of your final grade. However, extra credit points will be given to a few students who perform particularly well in
the experiments.

Teaching Assistants
Contact details and weekly office hours:

e Laura Gee, l1gee@ucsd.edu, Sequoyah Hall 231, Tuesdays, 1-2pm
e Stephen Morris, sdmorris@ucsd.edu, Sequoyah Hall 236, Thursdays, 1-2pm

e Sarada, ssarada@ucsd.edu, Economics 118, Mondays, 10-11am
Sections

You are strongly encouraged to attend the section that you signed up for. The TAs will lead discussions and in
particular go over practice problems — you will profit most from this if you attempt the assigned questions by
yourself before attending the section.

e BO1: Laura Gee, Mondays, 9-9:50am, Peterson Hall 104
e BO02: Stephen Morris, Wednesdays, 3-3:50pm, Peterson Hall 104

e BO03: Sarada, Fridays, 11-11:50am, Peterson Hall 104
Exams
There will be two midterms and a cumulative final:

e Midterm 1: Friday, April 24™ in class
e Midterm 2: Wednesday, May 20", in class
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e Final Exam: Friday, June 12”‘, 3:00-6:00pm, location TBA

Grades

Homework (20%), Midterm 1 (20%), Midterm 2 (20%), Final (40%).
Grades for the course will be curved.

Administrative Issues

1. If you have a documented disability, please come to talk to me as soon as possible so that | can make
suitable accommodations for you. If you believe that you have a disability and desire accommodation,
please register with the Office for Students with Disabilities.

2. Students found guilty of academic dishonesty will earn a failing grade for the course. In addition, the
Council of Deans of Student Affairs will impose a disciplinary penalty.

3. If you need to miss a midterm for a verifiable medical/legal/sports reason, your midterm grade will be
your grade on the final. Failure to notify me promptly that you must miss a midterm will result in a zero
grade for that midterm. Unexcused absences will also result in a zero.

4. If you arrive late to an exam, | will allow you to take the exam in the time that remains as long as no one
has turned in his/ her exam and left the room. Once a classmate has turned in his/her exam, you will
earn a zero on the test if you arrive late.

5. UCSD now has automated waitlists. If you have any questions regarding adding the class, please refer to
Triton Link or contact the undergraduate advisors in Sequoyah Hall 245. The Economics Department
does not allow late adds (adds after the second week).

Tips to Doing Well
My recommendations for you on how to do well in the class:

e  Work carefully through practice problems in the book and on Aplia, and of course through the
homeworks.

e Attend the lectures — listen carefully, take notes and ask questions. If something is unclear to you and
you don’t want to ask a question in class, note the question and ask me or the TAs during office hours.

e Read through the relevant book sections and assigned readings. Make notes of questions that come up.

e Attend the sections and participate actively. If some practice problems are concepts give you trouble,
don’t hesitate to ask the TAs to go over it — preferably in advance, via email.

e Follow the news about current economic developments. Discuss with your classmates as well as with me
and the TAs.
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Outline of the Course

Introduction

Macroeconomics: Issues and Data
Chapter 16: Spending, Income and GDP
Chapter 17: Inflation and the Price Level

Chapter 18: Wages and Unemployment

The Economy in the Long-Run
Chapter 19: Economic Growth
Chapter 20: Savings, Capital Formation, and Financial Markets

Chapter 21: The Financial System, Money, and Prices

The Economy in the Short-Run
Chapter 22: Short-Term Fluctuations
Chapter 23: Spending and Output in the Short Run
Chapter 24: Stabilizing the Economy: The Role of the Federal Reserve
Chapter 25: Aggregate Demand and Aggregate Supply

Chapter 26: Macroeconomic Policy

International Economy
Chapter 27: Exchange Rates and the Open Economy
Chapter 28: International Capital Flows (p. 824-831)

Remark:

Although we will follow the outline of the book, we will discuss additional material, in particular current issues.
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Aplia - Student Registration and Payment Instructions

Course Name: Economics 3 - Macroeconomics - Spring 2009
Start Date: 03/30/2009
Instructor: Michael D Bauer

Course Key: 2JQZ-H9SV-ZSSK

Registration

If you have never used Aplia before...
1. Connect to http://www.aplia.com.
2. Click the New Student link and enter your Course Key: ZJQZ-H9SV-ZSSK. Continue following the
instructions to complete your registration.

If you have used Aplia before...
1. Connect to http://www.aplia.com.
2. Sign in with your usual e-mail address and password and enter your Course Key when prompted: ZJQZ-
HI9SV-ZSSK. If you are not prompted for a new Course Key, click the Enter Course Key button to enroll in
a new Aplia course. Enter your Course Key when you are prompted.

* You will have different payment options after you register for your course. If you choose to pay later, you can
use Aplia without paying until 11:59 PM on 04/18/2009.

Payment

Option 1: Aplia Access
e From Aplia: Purchase access to your course from Aplia's website for $35.00 USD.
e From Bookstore: You may be able to purchase an Aplia Access Card from your campus bookstore.

Option 2: Physical Textbook with Aplia Access
e From Bookstore: You may be able to purchase an Aplia Access Card and a physical book together as a
bundle from your campus bookstore.

* If you purchased an Aplia Access Card from a bookstore, enter the Access Card's payment code on Aplia's
website as payment for your Aplia course.



