Syllabus for International Finance, Winter ‘12
 

ECON 281 International Finance                                           TTH 1:15-3:00
Instructor: Radek Szulga                                                        Classroom: CMC 209
Office: Willis Hall 309, 4001                                                  OH: M 1:30-3, W 1:30-3
Email: rsszulga                                                                        Webpage: Moodle

 

Objectives: The purpose of the class is to introduce the student to the theory of international finance, exchange rate determination, and the role of government policies in an open economy. The first part of the course lays out the basic definitions and concepts and looks at two theories (which loosely speaking correspond to a short run and a long run view) of how exchange rates are determined. The second part considers how exchange rates and international trade and capital flows affect output under alternative exchange rate regimes (fixed vs. floating) and the role of policy in influencing economic outcomes in an open economy. The third part of the course applies the tools that have been developed to a variety of real world topics. We will look at some historical issues, such as the development of the world exchange rate regime, study financial crises, the theory and practice of single currency areas and consider issues especially pertinent to the less developed economies.

Prerequisites:Economics 110 (Principles of Macro) and 111 (Principles of Micro)

Text: Feenstra and Taylor, International Macroeconomics, 2nd Edition 

Grading: 2 Midterms 25% each, Final 35%, Problem Sets and Quizzes 15%

Note: All requests for re-grading of exams must be submitted in writing no later then a week after the exams have been returned. In each case, the ENTIRE exam will be re-graded, hence it is possible for a student to wind up with a lower grade after regarding then before it. All deadlines for the problems sets are strictly enforced – each problem set is due AT THE BEGINNING of class on the date indicated. Attendance is not mandatory but there will be several POP QUIZZES.

The problem sets and quizzes will include data exercises, “game theoretic” exercises, summaries of relevant articles as well as more traditional problems.

 Tentative Calendar:
The readings corresponding to the topics listed below pretty much follow the book starting with Chapter 2.
	Thur
	Jan 5th
	Exchange Rates and Exchange Rate Markets
	Ch 2

	Tues
	Jan 10th
	Purchasing Power Parity
	Ch 3

	Thur
	Jan 12th
	Monetary Approach 
	Ch 3

	Tues
	Jan 17th
	Exchange Rates in the Short Run
	Ch 4

	Thur
	Jan 19th
	Unified model and the Trilemma
	Ch 4

	Tues
	Jan 24th
	Midterm 1
	

	Thur
	Jan 26th
	NIA and Balance of Payments
	Ch 5

	Tues
	Jan 31st
	Financial flows - consumption and investment
	Ch 6

	Thur
	Feb 2nd
	Financial flows - risk diversification
	Ch 6

	Tues
	Feb 7th
	Topics - Global Imbalances and Debt
	Ch 11 (second part)

	Thur
	Feb 9th
	Short Run model and stabilization policy
	Ch 7

	Tues
	Feb 14th
	Short Run model and stabilization policy
	Ch 7

	Thur
	Feb 16th
	Fixed vs. Floating
	Ch 8

	Tues
	Feb 21st
	Midterm 2
	

	Thur
	Feb 23rd
	Mechanics of Fixed Exchange Rates
	Ch 9

	Tues
	Feb 28th
	Exchange Rate Crises
	Ch 9

	Thur
	Mar 1st
	Optimal Currency Areas
	Ch 10

	Tues
	Mar 8th
	Topics - failures of PPP and UIP
	Ch 11 (first part)


Additionally, several readings will be provided via moodle which you will also be responsible for.
