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The use of numerical techniques to solve stochastic dynamic models has become commonplace in modern macro. As models become more complicated simpler techniques such as linearization are less likely to provide accurate solutions. It is, therefore, important to be familiar with more general techniques. The goal of this course is to get you familiar with some key techniques, to provide a general framework to think about solving dynamic stochastic models, and to focus on some specific examples so that you can actually solve some simple models yourself.

The course is divided in four parts. First, we start by focusing on two key numerical techniques, namely function approximation and numerical integration. Second, we will briefly compare the properties of some popular solution techniques and as an example we will discuss the (stochastic) parameterized expectations algorithm (PEA). Third, we will develop two more general frameworks to think of solving stochastic dynamic models. The first is projection methods, and we will discuss non-stochastic PEA as one particular application. The second framework is perturbation methods. The fourth and final part of the course discusses solution methods for models with heterogeneous agents. 
For a detailed outline, see : http://www1.feb.uva.nl/toe/wdenhaan.shtm
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