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▶ DSGE & Microfoundations
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▶ hyperbolic discounting: time inconsistency
▶ learning: expectations change
▶ herd behaviour: asset bubbles
▶ fair treatment: backward-looking behaviour (Driscoll

& Holden)

But see Backus, Routledge & Zin: "Exotic preferences for
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If core...

▶ Danger: vested interests

▶ Any new model is a success by default

▶ Economies are highly non-linear & non-constant
▶ Go for robustness & pragmatism:
▶ Build in blocks
▶ Pick "best" theory-consistent model for each block
▶ If any common framework: steady-state medium term

growth
▶ Bårdsen, Hurn & Lindsay: approximations imply

EqCM
▶ Cointegration provides the steady-state.
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