
1. General Information

Course Subject ECON

Course Number 3223

Course Title Credit, Bubbles and the Macroeconomy

Academic Years 2023-2024

Grading Method Letter

2. Instructors

Dr Lam,Wing Tung
Office: Room 1116 11/F K.K. Leung Building
Email: lwtecon@hku.hk
Office: 39171038
Subclasses: 1A

4. Course Description

Course
Description

The first half of course is about the optimal allocation of resources across different periods.
We study households’ consumption and saving decisions, and firms’ capital investment.
We introduce the intertemporal Euler equations to analyze the trade-off.  We emphasize
the implications of credit market imperfections.

In the second half, we consider the market equilibrium. We study how changes in one
market spill over to the others using the general equilibrium framework. We begin with
capital misallocation due to credit constraints and study its effects on the labor market and
productivity. We then introduce the overlapping generations framework, in which markets
in different periods are inter-connected. We discuss why asset bubbles may arise and
persist, even though all investors are aware of the bubbles.

We discuss both theoretical models and empirical evidence along the way.

Prerequisites ECON2210 Intermediate Microeconomics; and
ECON2220 Intermediate Macroeconomics; and
ECON2280 Introductory Econometrics or ECON3284 Causal Inference or concurrent
registration in ECON2280 or ECON3284

The most relevant preparation is to familiarize with the constrained optimization by
households and firms, and the equilibrium conditions in competitive markets in ECON2210
and ECON2220.

Knowledge of econometrics is needed for a full understanding of empirical studies. Basic
knowledge of finance e.g., time value of money and discounting, will be helpful.

Disciplinary
Elective

Major in BEcon
Major in BEcon&Fin

Free Elective Yes



5. Course Objectives

1. This course introduces the methodology of modern macroeconomics. It requires the students to synthesize
their knowledge of microeconomics, macroeconomics, and econometrics. Students are trained to study
macroeconomic issues in a scientific manner.

2. The topics center around the implications of credit market imperfections on the economy. The students
will learn a unified model framework of micro-foundations. They will gain exposure to recent empirical
studies and their empirical strategies. By the end of the course, the students should be able to comprehend
research articles under limited guidance.

6. Faculty Learning Goals

Goal 1: Acquisition and internalization of knowledge of the programme discipline

Goal 2: Application and integration of knowledge

Goal 3: Inculcating professionalism

Goal 4: Developing global outlook

Goal 5: Mastering communication skills

Goal 6: Cultivating leadership

7. Course Learning Outcomes

Course Teaching and Learning Activities
Aligned Faculty Learning Goals

1 2 3 4 5 6

CLO1. Understand the methodology of modern macroeconomics

CLO2. Synthesize knowledge of microeconomics, macroeconomics, and
econometric to study macroeconomic issues.

CLO3. Understand the implications of credit market imperfections on
households, firms and the economy

CLO4. Comprehend selected empirical studies and their empirical
strategies

CLO5. Work with mathematical models comfortably

8. Course Teaching and Learning Activities

Course Teaching and Learning Activities # Expected
Study Hours

Study Load
(% of study)

T&L1. Lectures 36 30

T&L2. Tutorials 12 10

T&L3. Exercises and self-study 72 60

Total: 120 Total: 100

9. Assessment Methods

Assessment
Methods

Description Weight % Aligned Course
Learning Outcomes



9. Assessment Methods

A1. Problem sets 40% 1,2,3,4,5

A2. Midterm
Exam

20% 1,2,3,4,5

A3. Final Exam 40% 1,2,3,4,5

Assessment Rubrics

A3. Final Exam

A+,A,A- Answers to all or almost all of the questions: 
(a) provide correct analysis of all the issues raised by the question, and 
(b) are presented in a clear and logical manner.

B+,B,B- Answers to most of the questions: 
(a) provide correct analysis of the main issues raised by the question, and 
(b) are presented clearly. 

And for the rest of the questions, most of the answers provide some reasonable analyses of
the main issues raised by the questions.

C+,C,C- Answers to the majority of the questions provide correct analysis of the main issues raised
by the question. 

And for the rest of the questions, some of the answers provide reasonable analyses of some
of the issues raised by the questions.

D+,D Answers to the majority of the questions provide reasonable analysis of the main issues
raised by the questions.

F Few of the answers provide reasonable analysis of the main issue raised by the questions

10. Course Grade Descriptors

A+,A,A- Strong evidence of superb ability to fulfill the intended learning outcomes of the course at
all levels of learning: describe, apply, evaluate, and synthesize

B+,B,B- Strong evidence of the ability to fulfill the intended learning outcomes of the course at all
levels of learning: describe, apply, evaluate, and synthesize

C+,C,C- Evidence of adequate ability to fulfill the intended learning outcomes of the course at low
levels of learning such as describe and apply but not at high levels of learning such as to
evaluate and synthesis

D+,D Evidence of basic familiarity with the subject

F Little evidence of basic familiarity with the subject

11. Course Content and Tentative Teaching Schedule

Topic/
Session

Content Other information

1 Introduction to modern macroeconomics Week 1

2 Life-cycle model in perfect credit market Week 2-3

3 Life-cycle model under liquidity constraint Week 4-5

4 Capital investment in perfect credit market Week 6



11. Course Content and Tentative Teaching Schedule

5 Capital investment under credit constraint Week 8-9

6 Capital misallocation and total factor
productivity

Week 10-11

7 Overlapping generations framework and
economic growth

Week 12

8 Rational bubbles Week 12-13

12. Required/Recommended Readings & Online Materials

Reading

13. Means / Processes for Student feedback on Course

Conducting mid-term survey in additional to SETL around the end of the semester

Online response via Moodle site

Others



14. Course Policy


