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Objectives: This course provides an introduction to the use of the Kalman filter in linear macroeconomic
models. Several applications to the estimation of unobserved natural rates are considered, with an
emphasis on the quantification of uncertainty around the estimates. The Kalman filter is then related to
alternative models of expectations formation. Finally, we discuss examples of signal extraction problems
in dynamic general equilibrium models and let agents use the Kalman filter to form expectations.

Logistics: The course will consist of five lectures, held on December 1, 2, 7, 8 and 9, 2011. Matlab code
that implements the techniques will be made available.
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