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The responsibility for opinions presented here rest  solely with the 
authors and do not represent those of the Bank of A lbania.
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• The Real business cycle model

– Hansen (1980)Models of economic behavior 
– Based on economic theory and microeconomic foundations

• Incorporate rational expectations 
– Blanchard and Kahn (1980) 

• Bringing models to the data 
– Ireland (2004)

• The raise and fall of DSGE 
– Pre crisis state of the art models

– Post crisis useless and unrealistic 

• Alternative approach VAR
– Explain the future from the past, Sims (1980)
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• One representative agent that maximizes 
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Blanchard and Kahn (1980)

1-W= tt yy
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c, y & k are Cointegrated in the long run

All markets in clear in each period for all 
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