Economics 1550  INTERNATIONAL FINANCE – Prof. George H. Borts

George_Borts@brown.edu  Phone Ext. 3-2458

Robinson Hall 201-B, Office Hours: Thursdays, 1:00-4:00

Spring Semester 2010

Class meets MWF (9:00-9:50) in Metcalf Research Lab 129


This course examines the following topics: balance of payments and national income accounting; concept and measurement of deficits; foreign exchange markets; interest rate parity theorem; exchange rates and inflation; purchasing power parity; 

simultaneous determination of the exchange rate and real GDP; fixed and floating exchange rates; international monetary standards and macro-economic relationships; monetary systems and currency standards; bailouts by international agencies and foreign governments; currency unification; international capital movements and defaults on debt. Particular focus will be placed on the effects of the 2008-09 financial crisis on debtor and creditor countries. 


Please buy the following textbook: Peter J. Montiel, International Macroconomics, Wiley-Blackwell, 2009. 


Required written work in the course will consist of hour exams February 26 and April 7, and a final exam scheduled for May 19.


A make-up hour exam (due to excused absence only) will be given at the end of the semester during the reading period. 


In addition to three class meetings a week, there will be discussion sections every Thursday at noon and 7PM in Wilson Hall, Room 309. The sections will meet with the Teaching Assistant, who will go over homework assignments and will review lectures in preparation for exams. The first section meetings will take place February 3.


Also note that it is very important to read the Wall Street Journal to stay current with economic events outside the US. If you do not agree with WSJ editorials, you will be pleased to learn that its reporters also display reservations. If you do agree with the editorials, reading them will make you feel good. In either case, you will learn from the WSJ. 


Class meetings will cover the following topics:

1. Overview and Open Economy Macroeconomic Accounting. (3 sessions, Jan. 27, 29, and Feb. 1). Ch. 1 and 2, pp. 3-45.

2. Macroeconomic Influences on the Foreign Exchange Market. Real Exchange Rate, Purchasing Power Parity, Interest Parity, Central Bank Intervention.            (4 sessions, Feb. 3, 5, 8, and 10), Ch. 3, pp. 46-81.

3. The Macroeconomic Framework: Asset Market Equilibrium and Goods Market Equilibrium.  (4 sessions, Feb. 12, 15, 17, and 19) Ch. 4, pp. 82-112.

No Class Feb. 22. Review Session Feb. 24, Topics 1-3, First Hour Exam Feb. 26,.

4. 
Classical Gold Standard, Gold Standard Macroeconomics. (4 sessions, March 1, 3, 5, and 8). Ch. 5 and 6, pp. 115-158.

5.  Bretton Woods and the Reserve Currency System. (3 sessions, March 10, 12 and 15) Ch. 7, pp. 159-176.

6.  Macroeconomics under Soft and Hard Pegs. (5 sessions, March 17, 19, 22, 24, and 26). Ch. 8 and 9, pp. 177-238

Spring Recess March 27–April 4. Review Session April 5, Topics 4-6, Second Hour Exam April 7.

7. Floating Exchange Rates. (7 sessions, April 9, 12, 14, 16, 19, 21, and 23).         Ch. 10, 11, 12, 13 and 14, pp. 241-371.

8. Choosing an Exchange Rate Regime. (3 sessions, April 26, 28 and 30)              Ch. 15, pp. 373-394.

9.  Monetary Unification. (2 sessions, May 3 and 5)  Ch 18, pp. 441-464.

Make-Up Exams and Review, May 7 and May 10. Final Exam May x.

