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The topics we cover are different types of basic dynamic contract. These environments involve
asymmetric information, and we are mainly after two goals: one is to characterize the best allocation
that are achievable (the so-called second best), the other is to find the right policies to implement
the best allocation.

The main tools used in this literature are from game theory and mechanism design. Previous
knowledge in dynamic programming and repeated game theory would be helpful. We will start
with the recursive methods in solving dynamic contracts, then we will move on to study various
extensions of the classical contracting problem, including limited commitment, hidden action and
adverse selection. Lastly we focus on the application of modeling techniques we learned from

contract theory on other macroeconomics issues.
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