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Economic seminar (gkonomisk gvelse) Spring 2007:

Speculative Bubbles and Business Cycle Fluctuations
(Spekulative bobler og konjunkturbevaegelser)
Aim: To allow students to get insight in theoretical and empirical aspects of speculative

bubbles - with an emphasis on the macroeconomic perspective. Speculative bubbles may

arise in an economic upswing and their bursting may trigger a downswing.
Some themes:

1. The concept of speculative bubbles. Different theories and types of bubbles.
2. Empirical “definitions” of speculative bubbles. How to test for bubbles?

3. Historical episodes of speculative bubbles.

Famous first bubbles.

(a
(

)
b) The 1929 stock market crash.

(¢) The rise and fall of the Nikkei.
)

(d) IT bubble in the roaring nineties in the US?

W

. Empirical regularities of business cycle fluctuations.

5. What is the relationship between stock and housing prices and the economy as a

whole?
6. What are the implications of a bust in the price of housing?

7. Can speculative bubbles be present in general equilibrium if agents have rational

expectations?

oo

. Speculative bubbles and exchange rate crises.

9. Can and should fiscal policy be designed to reduce the probability of speculative
bubbles?



10. Should monetary policy attempt to intervene if a speculative bubble seems under-

way? If so, how?
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