EC7320, Monetary Economics

Readings for Lecture on 9/10/2010 and the following lecture

1. Restricted Market Participation Models:

e Joydeep Bhattacharya, Mark G. Guzman and Karl Shell, “Price Level Volatility: A
Simple Model of Money Taxes and Sunspots,” Journal of Economic Theory, Vol 81(2),
1988, 401-430.

e Aditya Goenka and Karl Shell, "When Sunspots Don't Matter," Economic Theory, Vol.
9(1), January 1997, 169-178.

Then we will briefly discuss the set up in the following models as a way of generating restricted
market participation in other contexts (but will not go through the detailed analysis of the papers
as they use techniques developed so far in the course.)

e Aditya Goenka, “Fiscal Rules and Extrinsic Uncertainty,” Economic Theory, 4(3), 1994,
401-416.

e Aditya Goenka, “Rationing and Sunspot Equilibria”, Journal of Economic Theory, 64(2),
1994, 424-442.

e Aditya Goenka and Stefano Matta, “Manipulation of Endowments and Sunspot
Equilibria,” Economic Theory, 36(2), 2008, 267-282.

2. Incomplete Markets:

We will cover incomplete markets not in the historical order of the development of the literature,
and start with real assets, and then look at financial assets.

Real Assets:

e Aditya Goenka and Christophe Prechac, “Stabilizing Sunspots,” Journal of Mathematical
Economics, 42(4-5), 2006, 544-555.

e Andreu Mas-Collel, “Three Remarks on Sunspots and Asset Redundancy,” in P.
Dasgupta, D. Gale, O. Hart and E. Maskin (Eds.) Economic Analysis of Markets and
Games: Essays in Honor of Frank Hahn, Cambridge, MA: MIT Press.

The following paper revisits necessity of multiplicity.

e Piero Gottardi and Atsushi Kajii, “The Structure of Sunspot Equilibria: The Role of
Multiplicity,” Review of Economic Studies, 66(3), 1999, 713-732.

The following paper generalizes Goenka and Prechac (2006).


http://www.sciencedirect.com/science?_ob=MImg&_imagekey=B6WJ3-45J5B61-1M-1&_cdi=6867&_user=492137&_pii=S0022053197923620&_orig=na&_coverDate=08/31/1998&_sk=999189997&view=c&wchp=dGLzVzb-zSkWA&md5=cccede1f21bcd2b8ff80f468ea04b1f3&ie=/sdarticle.pdf
http://www.sciencedirect.com/science?_ob=MImg&_imagekey=B6WJ3-45J5B61-1M-1&_cdi=6867&_user=492137&_pii=S0022053197923620&_orig=na&_coverDate=08/31/1998&_sk=999189997&view=c&wchp=dGLzVzb-zSkWA&md5=cccede1f21bcd2b8ff80f468ea04b1f3&ie=/sdarticle.pdf
http://www.karlshell.com/pdfs/when_sunspots.pdf
http://www.jstor.org/stable/pdfplus/25054772.pdf?acceptTC=true
http://www.sciencedirect.com/science?_ob=MImg&_imagekey=B6WJ3-45P0KGT-5-1&_cdi=6867&_user=492137&_pii=S0022053184710751&_orig=search&_coverDate=12/31/1994&_sk=999359997&view=c&wchp=dGLzVzb-zSkWA&md5=1c2f67569b882115299c7fa848303984&ie=/sdarticle.pdf
http://www.springerlink.com/content/35311141mj351148/fulltext.pdf
http://www.springerlink.com/content/35311141mj351148/fulltext.pdf
http://www.sciencedirect.com/science?_ob=MImg&_imagekey=B6VBY-4KD5C2X-1-5H&_cdi=5939&_user=492137&_pii=S0304406806000590&_orig=na&_coverDate=08/31/2006&_sk=999579995&view=c&wchp=dGLzVzb-zSkWb&md5=b44442d3288a5d8e7227bcde766530e2&ie=/sdarticle.pdf
http://www.econ.upf.edu/%7Emcolell/research/art_078.pdf
http://links.jstor.org/stable/pdfplus/2567021.pdf?acceptTC=true
http://links.jstor.org/stable/pdfplus/2567021.pdf?acceptTC=true

e Atsushi Kajii, “Welfare Gains and Losses in Sunspot Equilibria,” Japanese Economic
Review, 58(3), 2007, 329-344.

The following papers give examples where there can be sunspot equilibria even when there is
uniqueness in the spot market.

e Thorsten Hens and Beate Pilgrim, “Sunspot Equilibria and the Transfer Paradox”,
Economic Theory, 24(3), 2004, 583-602.

e Marco Huesch, “Sunspots do matter: a simple disproof of Mas-Colell.” Economics
Bulletin, Vol. 5, No. 19 pp. 1-20

Financial Assets:

o David Cass, “Sunspot and Incomplete Financial Markets: The Leading Example,” in G.
Feiwel (Ed.) The Economics of Imperfect Competition and Unemployment: Joan
Robinson and Beyond, 1989, London: Macmillan.

o David Cass, “Sunspots and Incomplete Financial Markets: The General Case,” Economic
Theory, 2, 1982, 341-358.

The literature on financial assets is large and discusses the structure of equilibria, and more
readings will be added as necessary.

Options:

e Gaetano Antinolfi and Todd Keister, “Options and Sunspots in a Simple Monetary
Economy,” Economic Theory, 11(2), 1998, 295-315.


http://onlinelibrary.wiley.com/doi/10.1111/j.1468-5876.2007.00418.x/pdf
http://www.jstor.org/stable/pdfplus/25055835.pdf
http://www.accessecon.com/pubs/EB/2008/Volume5/EB-06E00010A.pdf
http://www.springerlink.com/content/l37q11633x111h46/fulltext.pdf
http://www.springerlink.com/content/l37q11633x111h46/fulltext.pdf
http://www.jstor.org/stable/pdfplus/25055081.pdf?acceptTC=true
http://www.jstor.org/stable/pdfplus/25055081.pdf?acceptTC=true

