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Economics 233

International Finance


and Policy
________________________________________________
This course covers trade and capital flows and the balance of payments that result from those flows. 
The first part of the course will examine exchange rate determination through differentials in interest rates and inflation. The effect of exchange rates, inflation and interest rates upon the balance of payments and capital flows will also be examined.  The course will also look at current issues in international finance, such as the international debt crisis, choice of currency regime in developing nations, and the introduction of the European Union’s euro.
Learning Objectives
By the end of the semester, it is expected that students will have been familiarized with:


-Exchange rates and their determination


-Currency futures and options, and their role in the economy


-Government influence on exchange rates


-The relationship between inflation rates, interest rates and exchange rates

-Practical applications of international finance, such as long-term financing and direct foreign investment.


-The world financial system as it impacts developing nations

Core
The Economics Department in general contributes to the core curriculum through educating our students in analytical reasoning.  This course also supports the global citizenship component of the Core Pathways.

Readings
TEXT:
Madura, Jeff, International Financial Management, 
Readings should be done prior to the class in which they are discussed.  Students should come prepared to contribute to class discussion on the topic being covered.  In addition, those who wish to get the most out of this course should be reading either the New York Times or the Wall Street Journal as frequently as possible, as current events will be integrated into lectures.  A number of internet sources for data on international finance will be incorporated into lectures – previewing these sites will aid your learning!
WEEK ENDING
  CHAPTER

TOPICS
1/23
  
     ***


Introduction

1/30

     ***


How to Write a Paper

2/6

      2


Review of Balance of Payments 
2/13
    
    3,4


Exchange Rates Determination
2/20

      4    


Currency futures and options

2/27

      6


Government Influence on Exchange Rates

3/6
   
    ****


Currency arrangements - The Gold Standard, 




fixed versus flexible rates, currency integration

<<<<Spring Recess>>>

3/20

    ****


Review and Mid-Term
3/27

  Web Readings
Asian Financial Crisis, China’s exchange rate policy
4/3
  
  Web Readings
EURO week – examination of currency regimes

4/10  
                  7


Arbitrage and interest rate parity

4/17
   
      8


Interest rates, inflation and exchange







rates - Purchasing Power Parity



****Thursday, April 23rd, PAPER DUE

(Late papers will be accepted at my discretion and will be 

penalized a full letter grade – no papers will be accepted after the last day of classes)

4/24
  
    12 


Direct Foreign Investment

5/1
  
    20, 18

Short-term and Long-term financing



                  ***

International Debt Crisis, Review for Final

Evaluation
Students will be evaluated through a midterm and a final exam, as well as a term paper.  Topics for the paper will be assigned in week two.  In addition, there will be several computer assignments and written homework to be completed during the semester.  Students should anticipate that some of the homework assignments will have an internet component.

The weighting will be as follows:





Mid-Term    
25%







Homework
20%





Term Paper
25% 




Final

30%

The paper is due on April 25th without exception.  Late papers will be accepted at my discretion and penalized one letter grade. Papers that are not turned in by the last day of classes will not be accepted.






The Paper
Unfortunately, recent experience has indicated that students are largely unaware of the paper writing process as it is applies to projects with an empirical content.  I will be spending a period on how to write a paper in a course like this one.  Most importantly, this material will cover how, in general, to construct an economics paper so that your ideas are properly conveyed.  We will also review academic (dis)honesty in all of its different forms.  Most students are apparently unaware as to what is permitted and what is not.  It is highly recommended that you read the catalogue section on academic honesty, and Fairfield University’s Honor Code.
My Web Page
My web page can be found at www.faculty.fairfield.edu/mleclair, where I will post old exams, homework assignments, and the like.  If you lose your syllabus, a copy can be obtained off the web page.
Calculators
You will need a simple calculator for both the homework assignments and the exams.  

Cell Phones
Cell/I-phones are now a necessary nuisance.  Please make sure your phone is in manner mode or off during class.  You may not use your phone during lecture, as it is immensely distracting both to me and other students. Due to a number of instances in which I-phones have been used to cheat on exams, they must be stowed during tests.

Office Hours
You are encouraged to come and see me during office hours to clear up any questions you might have. I will be in my office during the hours listed below.  If these hours are not convenient, please make an appointment to see me.  I will respond to student inquiries through Stagweb, but please do not use e-mail for urgent messages – I may not get them in time.


Monday
3-4


Wednesday
5:30-6:30


Thursday:
12:00-12:30 and 1:30-2:00
My office # is DM 327, and my phone extension is 2295.
Web Readings on Asian Financial Crisis:

Timeline of the crash:

http://www.pbs.org/wgbh/pages/frontline/shows/crash/etc/cron.html
A summary of the causes and impacts, by country:

http://www.wright.edu/~tdung/asiancrisis-hill.htm
An analysis by well-known economist Jeffrey Sachs

http://www.nber.org/papers/w6680.pdf
Report to congress on the financial crisis:

http://www.fas.org/man/crs/crs-asia2.htm
Web Readings on the Euro:

European Central Bank Primer on the euro:

http://ec.europa.eu/economy_finance/euro/index_en.htm
NBER paper on the “failure of the euro”

http://www.nber.org/feldstein/fa121311.html
The euro’s role as an international currency:

http://scholar.harvard.edu/jfrieden/files/PEEuroInternationalCurrency.pdf
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