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The lecture series discusses neoclassical growth theory with credit constraints. In the first 
two lectures, credit limits are based on collateral. We examine how the distribution of 
wealth interacts with growth and volatility of aggregate output. We also discuss the role 
of outside money and asset prices. In the other two lectures, credit limits are determined 
endogenously to deter agents from default, presuming that defaulters can be excluded 
from future borrowing. We examine the interaction between financial and economic 
development and discuss the impact of creditor rights on growth and volatility. 
 
  
   
Bibliography 
 

•  F. Alvarez and U. Jermann, Efficiency, equilibrium, and asset pricing with risk of 
default, Econometrica 68, 775-797 (2000). 

•  C. Azariadis and L. Kaas, Credit market development, growth and volatility, 
Working Paper 2006. 

•  C. Azariadis and L. Kaas, Credit and growth under limited commitment, 
forthcoming in Macroeconomic Dynamics. 

•  C. Azariadis and L. Kaas, Asset price fluctuations without aggregate shocks, 
forthcoming in Journal of Economic Theory. 

•  T. Kehoe and D. Levine, Debt-constrained asset markets, Review of Economic 
Studies 60, 865-888 (1993). 

•  N. Kiyotaki, Credit and business cycles, Japanese Economic Review 49, 18-35 
(1998). 

•  N. Kiyotaki and J. Moore, Liquidity and asset prices, International Economic 
Review 46, 317-349 (2005). 

•  K. Matsuyama, Endogenous inequality, Review of Economic Studies 67, 743-759 
(2000). 

 
 

 
 


