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Centre name:  CEMAP 
 
Title of proposed research topic:  
 
The following research topics are proposed 
 

1) Macroprudential policies and financial stability. (Monetary Economics and Banking) 

2) Macroeconomics of banking in a post COVID economy (DSGE and Banking) 

3) Economic growth and medium-term business cycles. (Economic Growth) 

4) Optimal fiscal policy. (Macroeconomic Theory) 

 
 
Potential supervisors (please include web link to those named): 
 
Prof Tatiana Damjanovic is a potential supervisor for the second topic 
https://www.dur.ac.uk/research/directory/staff/?mode=staff&id=13870  
 
Prof Parantap Basu is a potential supervisor for the third topic 
https://www.dur.ac.uk/business/research/economics/economic-growth-and-
policy/profile/index.php?mode=staff&id=843 
 
Dr Mauro Bambi is a potential supervisor for the first topic 
https://sites.google.com/site/maurobambi2019/home 
 
Dr Leslie Reinhorn is a potential supervisor for the nth topic 
https://www.dur.ac.uk/research/directory/staff/?mode=staff&id=726 
 
 
 
Description of possible research topic with some key references: 
 
First topic: Macroprudential policies and financial stability 
 
After 2008 financial crisis, macroprudential policy and financial stability issues became one of 
the most important research topics among academic and policymaker alike. As any other 
policy, macroprudential regulations have their costs and benefits. On the one hand, they aim 
to improve financial stability and reduce the probability and the costs of future financial 
crises. On the other hand, they may reduce the supply of credit and lead to fall in investment 
and economic contraction. Some macroprudential policies pursue financial stability (i.e. ring 
fencing, capital requirement) while the others stimulate credit expansion (i.e. QE and funding 
for lending scheme). It is vital to find the right balance in this crucial trade-off. The PhD 
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student will investigate in this area and specifically he/she will contribute on the debate on 
the optimal design of macroprudential policies.  
 
 
Second topic: Macroeconomics of banking in a post COVID economy 
 
Following the Great Recession, there is a wave of literature integrating the banking sector in 
dynamic stochastic general equilibrium (DSGE) models. These models introduce lender’s and 
borrower’s moral hazard in the mainstream macroeconomic analysis (Bernanke, Gertler and 
Gilchrist, 1999; Gertler and Karadi, 2013). Covid-19 has brought additional complications due 
to massive nonperforming loans, which is likely to worsen in emerging economies due to poor 
financial market architecture. With the rising risk of default, banks have shifted their loan 
portfolio from commercial loans to mortgage loans and held a massive reserve. How would 
the macro-financial variables react to such changing landscape of the banking sector? This 
question will be addressed in the project using a canonical DSGE model. Besides, the study 
will investigate the policy questions such as designing appropriate monetary and fiscal 
packages, macro-prudential norms and regulatory disciplines. The project will evolve from my 
previous works on DSGE models (Basu et al. 2020; Basu and Banerjee, 2019; 2016) developed 
for an emerging economy like India. The underlying framework will be extended to examine 
the new set of research problems. I am happy to supervise students who are interested in this 
line of research. 
 
 
Third topic: Economic growth and medium-term business cycles 
 
Several contributions have found evidences that the U.S output is characterized by medium-
term movements, i.e. cycles with periodicity between 7-11 years (Comin and Gertler, AER 
2006); among the possible reasons which could explain such movements are the existence of 
innovation and diffusion delays (Bambi et al JET 2014).  Aim of this project is to contribute 
further on the already existing results and/or to identify alternative explanations of the 
existence of these medium-term movements.  
 
 
Fourth topic: Optimal fiscal policy 
 
Taxes on income, consumption, and other economic activities are distortionary, so an active 
research agenda studies the optimal mix of tax rates when the government has a social 
welfare objective and faces a budget constraint.  These problems are particularly interesting 
when consumers are heterogeneous, in which case the redistributive consequences of 
policies affect social welfare.  Many of the papers on this topic combine careful theoretical 
modelling with computationally intensive numerical exercises (e.g., Golosov, Troshkin, and 
Tsyvinski, American Economic Review, 2016; Farhi and Werning, Review of Economic Studies, 
2013; Albanesi and Sleet, Review of Economic Studies, 2006).  A PhD student would be 
expected to learn the theoretical and computational techniques and use them to help deepen 
our understanding of which policies are optimal, and why. 


