ECONOMICS 86200: 





Spring 2008
INTERNATIONAL MACROECONOMICS 


CUNY Graduate Center

AND FINANCE





Prof. Merih Uctum

Office: 5316.01; Phone: 212-817-8258
Email: muctum@gc.cuny.edu, 
Course Website: http://userhome.brooklyn.cuny.edu/economics/muctum/economicsGC.htm
Office Hours: F 1:00-2:00PM

This course will cover recent topics in international finance, and international macroeconomics.  The reading list is intended to give a general overview of possible issues in the field and encompasses more topics than can be covered in a single semester.  The lectures will go through selective recent papers or book chapters, which are mostly provided below or will be added to the list as we go along.  There will be one midterm, one final examination and one term paper to be handed in before the final exam (more information is provided below).  Please check the course website frequently, as I might add new material.
EVALUATION

The final grade for this course will be determined as follows: 

Mid-term exam     : 30 percent

Final exam            : 35 percent 

Term paper
      :35 percent (5 percent presentation, 30 percent written paper)
REFERENCE BOOKS
1. Graduate Level Books:

(OR)  Obstfeld, Maurice, and Kenneth Rogoff , Foundations of International Macroeconomics, the MIT Press, 1996.

(FR) Frenkel, J. and A. Razin, Fiscal Policies in the World Economy: An Intertemporal 

Approach, MIT Press, 1993.

(JK) Jones, R. and P. Kenen (eds.), Handbook of International Economics, Vol. II, North 

Holland, 1985.

(GR)  Grossman, Gene and Kenneth Rogoff (eds.), Handbook of International Economics, Vol. III, Amsterdam, North Holland, 1995. 

(FH) Friedman, B.M. and FH. Hahn (eds), Handbook of Monetary Economics, Volume II, North Holland, 1990.

(VP) Van Der Ploeg (ed.), The Handbook of International Macroeconomics, Basil Blackwell, 
1994.

(D)   Dornbusch, Rudiger., Open Economy Macroeconomics, NY, Basic Books, 1989.

(BF) Blanchard, O. and S. Fischer, Lectures on Macroeconomics, MIT Press, 1989.

(M)  Mundell, Robert, International Economics, New York: Macmillan, 1968 (available online from Mundell's home page). 

2. Intermediate Level Books

(KO)  Krugman, Paul, and Maurice Obtsfeld, International Economics: Theory and Policy, Addison-Wesley, 2000.

(RB) Rivera-Batiz, F. and Rivera-Batiz, L., International Finance and Open Economy 

Macroeconomics, Prentice Hall, 1994.
(SL)  Sachs, Jeffrey, and Felipe Larrain, Macroeconomics in the Global Economy (Prentice Hall, 1993).

COURSE OUTLINE

I. INTRODUCTION: BALANCE OF PAYMENTS ACCOUNTS AND OPEN ECONOMY ISSUES
Basic Relations
Dornbusch, Rudiger (D), “Some Basic Relations,” Chapter 2.

*Krugman-Obstfeld (KO), “National Income Accounting and the Balance of Payments”, Ch. 12.

Eichengreen, B. (1994) “History of the International Monetary System: implications for research 
in international macroeconomics and finance”, van der Ploeg (VP) Chapter 6.

*Rivera-Batiz, Francisco and Luis Rivera-Batiz (RB) “A Broad Picture of the Open Economy: The Balance of Payments and Exchange Rate Concepts,” Chapter 4.

International Imbalances
Hausmann, R. and F. Sturzenegger (2006) “Global imbalances or bad accounting? The missing dark matter in the wealth of nations”, Center for International Development at Harvard University WP #124,  http://www.cid.harvard.edu/cidwp/124.htm 
*Gourinchas, P. and H. Rey (2006) “From world banker to world venture capitalist:US external adjustment and the exorbitant privilege,” in R. Clarida (ed), G7 Current Account Imbalances:Sustainability and Adjustment, the University of Chicago Press.


Also in http://www.nber.org/papers/w11563.pdf 

*Lane, P. and G.-M. Milesi-Ferretti (2006) “A global perspective on external positions,: in R. Clarida (ed), G7 Current Account Imbalances:Sustainability and Adjustment, the University of Chicago Press.  

Also in http://www.imf.org/external/pubs/ft/wp/2005/wp05161.pdf 
*Mann, Catherine (1999) Is the US Trade Deficit Sustainable Institute for International Economics (see chapters Whatever Happened to the "Twin Deficits"?,. Is the United States "Living Beyond Its Means" or an "Oasis of Prosperity"? and Is the US External Deficit Sustainable?)

II. INTERTEMPORAL MODELS OF THE CURRENT ACCOUNT

A. One good models: the role of output and government spending shocks.

*Sachs, Jeffrey, and Felipe Larrain, “Saving, Investment, and the Current Account,” Chapter 6 in SL volume.

*Obstfeld and Rogoff (OR), Chapter 1;

Frenkel and Razin (FR), Chapter 4;

Bruce, N. and D.D.Purvis (1985) “The specification of goods and factor markets in open 

economy macroeconomic models”, Jones and Kenen (JK), Chapter 16.

Sachs, J. (1982) “The current account in the macroeconomic adjustment process”, Scandinavian 
Journal of Economics, vol. 84, pp.147-159. http://library.gc.cuny.edu/
B. Capital Accumulation, Investment and the Current Account
*Obstfeld and Rogoff (OR), Chapter 2;

Blanchard and Fischer (BF), Chapter 2;

Frenkel and Razin (FR), Chapter 4;

Obstfeld, M.; K. Rogoff  (2000) “New Directions for Stochastic Open Economy Models”,  Journal of International Economics. Vol. 50 (1). p 117-53.   http://library.gc.cuny.edu/
III. EMPIRICAL EVIDENCE ON INTERTEMPORAL CURRENT ACCOUNT MODELS
A. Empirical approaches to tests of intertemporal models

*Obstfeld and Rogoff (OR), Chapters 1-3;

Grossman and Rogoff (GR), Chapter 34;

*Bergin, P. and S.M. Sheffrin (2000), “Interest rates, exchange rates and the present value models of  the current account”, Economic Journal, 110(463), 535-58.
*Campbell, J. Y., R. Shiller (1987), “Cointegration tests of present value models”, Journal of Political Economy, 95, 5, 1062-88.   http://library.gc.cuny.edu/
Corsetti, G. and P.T. Konstantinou (2005) “Current account theory and the dynamics of US net foreign liabilities”, CEPR DP#4920.  
*Glick, R. and K. Rogoff (1995) “Global vs. country-specific productivity shocks and the current 
account”, Journal of Monetary Economics; 
*Ghosh, A. (1995) “International capital mobility amongst the major industrialized countries: too little too much?”, The Economic Journal, 105, 428, 107-128.

Hamilton, J.D. and M.A. Flavin, 1986, “On the limitations of government borrowing: a framework for empirical testing”, American Economic Review, 76, 808-819.        http://library.gc.cuny.edu/
*Sheffrin, S.M. and W.T. Woo (1990), “Present value tests of an intertemporal model of the 
current account”, Journal of International Economics.  

Trehan, B., and C.E. Walsh, 1988, “Common trends, the government budget constraint, and 
revenue smoothing”, Journal of Economics Dynamics and Control, 12, 425-444. 
Wickens, M.R. and M. Uctum, 1993, “The sustainability of current account deficits: a test of the 
U.S. intertemporal budget constraint”, Journal of Economic Dynamics and Control, 17, 
423-441.  
B. The Feldstein-Horioka Puzzle: why are savings and investment highly correlated in open economies?

*Obstfeld and Rogoff (Ch.3)

Grossman and Rogoff (GR), Chapter 34;

*Feldstein, M. and C. Horioka (1980), “Domestic Savings and international capital flows”, 

Economic Journal.   http://library.gc.cuny.edu/
*Coakley, Jerry; Kulasi, Farida; Smith, Ron (1998) “The Feldstein-Horioka puzzle and capital mobility: a review”, International Journal of Finance & Economics,  Vol. 3 (2). p 169-88.  http://www3.interscience.wiley.com/cgi-bin/fulltext/10006872/PDFSTART
Frankel, J. (1992) “Measuring international capital mobility: a review”, American Economic 
Review, Papers and Proceedings, May.  http://library.gc.cuny.edu/
Taylor, A.M. (1994), “Domestic saving and international capital flows reconsidered”, NBER 
WP#4892.   http://papers.nber.org/papers/w4892
Ventura, J.  (2002), “Towards a theory of current accounts”, NBER WP 9163.

                                http://papers.nber.org/papers/w9163

IV. FLEXIBLE EXCHANGE RATES AND EXCHANGE RATE DYNAMICS
A. Flexible prices: the equilibrium approach or monetary model

Dornbusch, Rudiger (D) “Money, Prices, and Payments Adjustment,” Chapter 7.  

Obstfeld and Rogoff (OR), Chapter 8;

Stockman, A. and Obstfeld (1985), “Exchange rate dynamics”, Jones and Kennen (JK), Ch 18.

Dornbusch, R. and A. Giovannini (FH), Chapter 23.

Rivera-Batiz and Rivera-Batiz (RB), Chapter 19.

Frenkel, Jacob A., and Harry G. Johnson, Chapter 1 in The Monetary Approach to the Balance of Payments (Toronto: The University of Toronto Press, 1976). 
Roubini, Nouriel, and Vitorio Grilli (1995) “Liquidity Models in Open Economies: Theory and Empirical Evidence,” NBER Working Paper No. 5313. http://papers.nber.org/papers/w5313
B. Sticky prices: the Keynesian models or asset approach
*Obstfeld and Rogoff (OR), Chapter 9;

Stockman and Obstfeld (1985), “Exchange rate dynamics”, Jones and Kennen (JK), Chapter 18;

Dornbusch (D), Chapters 11-12;

Rivera-Batiz and Rivera-Batiz (RB), Chapters 13, 14, 15;

Mundell, Robert, “Capital Mobility and Stabilization Policy under Fixed and Flexible Exchange Rates,” Mundell (M), Chapter 18.  http://www.columbia.edu/~ram15/ie/ie-18.html 
*Dornbusch, R. (1976), “Expectations and exchange rate dynamics”, Journal of Political 

Economy;   http://library.gc.cuny.edu/
*Obstfeld, M. and K. Rogoff (1995), “Exchange Rate Dynamics Redux,” Journal of Political Economy, Vol. 102.    http://library.gc.cuny.edu/
Rogoff, K.  (2002), “Dornbusch’s overshooting model after 25 years” IMF Staff Papers, Vol. 49, Special Issue. 
http://www.imf.org/external/pubs/ft/wp/2002/wp0239.pdf
C. The portfolio balance approach
Branson, W. and D. Henderson (1985), “The specification and influence of asset markets”, Jones 
and Kennen (JK), Chapter 15;

(more)---
D. Empirical evidence on exchange rates

(i) Nominal exchange rates:

*Meese, R. and K. Rogoff, “Empirical exchange rate models of the Seventies: are any fit to survive?”, Journal of International Economics, 14, 1983.   
*Frankel, J. and A. Rose, “Empirical research on nominal exchange rates,” (GR), chapter 33.

Mark, N. (1995), “Exchange rates and fundamentals: evidence on long-horizon predictability”, American Economic Review.   http://library.gc.cuny.edu/
Taylor, M. (1995) "Exchange Rate Behavior", Journal of Economic Literature, March  http://library.gc.cuny.edu/
MacDonald, R. and M. Taylor (1992) "Exchange Rate Economics: A Survey", IMF Staff Papers, 39, 1, 1-57.  
Berkowitz, J. and L. Giorgianni (2001), “Long-horizon exchange rate predictability? Review of Economics and Statistics, 83, 81-91. http://www.ingentaconnect.com/content/mitpress/restat/2001/00000083/00000001/art00007
Mark, N.C. and D. Sul (2001), “Nominal exchange rates and monetary fundamentals: evidence from a small post-Bretton Woods panel”, Journal of International Economics, 53, 29-52. http://library.gc.cuny.edu/
*Faust, J., J. Rogers, J Wright (2003), “Exchange rate forecasting: the errors we’ve really made”, Journal of International Economics, 60 35-59.   http://library.gc.cuny.edu/
*Cheung, Y.-W., M. Chinn, A. Pascual (2005) “Empirical exchange rate models of the nineties: are any fit to survive?” Journal of International Money and Finance, 24, 1150-1175.

*Blomberg, S. and G. Hess (1997) “Politics and exchange rate forecasts” Journal of International Economics 43, 189-205.

*MacDonald, R. and I.W. Marsh (2004) “Currency spillovers and tri-polarity: a simultaneous model of the US dollar, German mark and Japanese yen” Journal of International Money and Finance, 23, 99-111.

(ii) Real exchange rates and PPP:

Obstfeld and Rogoff (OR) Chapter 4 (sections 1 and 2).

*K. Froot and K. Rogoff (1995) "Perspectives on PPP and Long-Run Real Exchange Rates", NBER W.P. No. 4952, December; also Chapter in (GR) volume, 1996. 

Rogoff, K. (1996) “The purchasing power parity puzzle”, Journal of Economic Literature, 34, 647-688.  http://library.gc.cuny.edu/
Engel, C. (1999) “Accounting for US real exchange rate changes”, The Journal of Political Economy, 107, 3, 507-38.   http://library.gc.cuny.edu/
Clarida, R. and J. Gali (1994) “Sources of Real Exchange-Rate Fluctuations: How Important Are Nominal Shocks?” Carnegie-Rochester Conference Series on Public Policy. Vol. 41 (0). p 1-56. December 1994,  http://papers.nber.org/papers/w4658
*Eichenbaum, M. and C. Evans (1995) “Some empirical evidence on the effects f shocks to monetary policy on exchange rates”, The Quarterly Journal of Economics, 110, 4, 975-1009.
*Kim, S. and N. Roubini (2000) “Exchange rate anomalies in the industrial countires: a solution with a structural VAR approach”, Journal of Monetary Economics 45, 561-586.
Coakley, J., R. Flood, A. Fuertes, and M. Taylor (2005) “Purchasing power parity and the theory of general relativity: the first tests”  Journal of International Money and Finance, 24, 293-316.
*Engel, C. (2000), “Long-run PPP may not hold afterall”, Journal of International Economics, 57 243-273.
*Lothian, J. and M. P. Taylor (1996) “Real exchange rate behavior: the recent float from the perspective of the past two centuries”, The Journal of Political Economy 104, 3, 488-509.

Lothian, J. R. (2007) “The behavior of prices and nominal exchange rates across exchange rate regimes: three natural experiments (manuscript).

*Kilian, L. and M.P. Taylor (2003) “Why is it so difficult to beat the random walk forecast of exchange rates?, Journal of International Economics 60, 85-107.

Taylor, A. and M. Taylor (2004) “The purchasing power parity debate”, Journal of Economic Perspectives, 18:135-138.
V. EXCHANGE RATE REGIMES
Mundell, R. (1961)  “A Theory of Optimum Currency Areas”, American Economic Review 51, 657-665.   http://library.gc.cuny.edu/
Juhn, G. and P. Mauro (2002) “The long-run determinants of exchange rate regimes: a simple sensitivity analysis”, IMF WP/02/104.  http://www.imf.org/external/pubs/ft/wp/2002/wp02104.pdf
Collins, S. (1996), “On becoming more flexible: exchange rate regimes in Latin America and the Caribbean”, Journal of Development Economics, 51, 117-38.  
Edwards, S. (1996) “The determinants of the choice between fixed and flexible exchange rate regimes”, http://papers.nber.org/papers/w5756
Frieden, J., P. Ghezzi and E. Stein (2001), “Politics and exchange rates in Latin America”, in The Currency Game: the Exchange Rate Politics in Latin America, Frieden, J. and Stein, E. (eds), Washington DC: Inter-American Development Bank, John Hopkins University Press, Baltimore.
Obstfeld, M. and Rogoff, K. (1995) “The mirage of fixed exchange rates”, Journal of Economic Perspectives, Vol. 9 (4), 73-96.    http://library.gc.cuny.edu/
Obstfeld, M., J.C. Shambaugh and A. Taylor (2005) “The trilemma in history: tradeoffs among exchange rates, monetary policies and capital mobility”, The Review of Economics and Statistics, 87(3), 423-38.
Frankel, J. (1999) “No single currency regime is right for all countries or at all times”, Essays in International Finance, Princeton: Princeton University Press, 215. 
Fischer, S. (2001) “Exchange rate regimes: is the bipolar view correct?”, Distinguished Lecture on Economics in Government, Journal of Economics Perspectives, 15, 2, 3-24.  http://library.gc.cuny.edu/
Poirson, H. (2001) “How do countries choose their exchange rate regime?”, IMF WP 01/46 (Washington: International Monetary Fund).  http://www.imf.org/external/pubs/ft/wp/2001/wp0146.pdf
Rogoff, K.S., A. M. Husain, A. Mody, R. Brooks, N. Oomes (2003) Evolution and performance of exchange rate regimes”, IMF WP 03/243.  http://www.imf.org/external/pubs/cat/longres.cfm?sk=17043.0
VI. CURRENCY CRISES, FINANCIAL AND BALANCE OF PAYMENTS CRISES
O&R Ch. 8.4, 9.5.

Jeanne, O. (1997) “Are currency crises self-fulfilling? a test”, Journal of International Economics, 43, 1997, 263-286.  http://library.gc.cuny.edu/
Flood, R. and N. Marion (1998) “Perspectives on the recent currency crisis literature”, IMF WP/98/130, NBER WP #6380.   http://papers.nber.org/papers/w6380
Obstfeld, M. (199 ) “The logic of currency crises", http://papers.nber.org/papers/w4640.  Also in   Monetary and fiscal policy in an integrated Europe. Eichengreen, Barry Frieden, Jeffry von Hagen, Jurgen, eds., European and Transatlantic Studies. Heidelberg; New York and London: Springer. p 62-90, 1995.

Obstfeld, M. (1998) “The global capital market: benefactor or menace? Journal of Economic Perspectives, vol.12 (4), 9-30.  http://library.gc.cuny.edu/
Eichengreen, B., Andy K. Rose, and Charles Wyplosz (1995) “Exchange Market Mayhem: The Antecedents and Aftermath of speculative attacks,” Economic Policy, Vol. 10, No. 21 pp. 249-312.  http://library.gc.cuny.edu/
Kaminsky, G. and C. M. Reinhart (1999), “The Twin Crises: The Causes of Banking and Balance of Payments Problems,” American Economic Review. Vol. 89 (3). p 473-500. June. http://library.gc.cuny.edu/
Eichengreen, Barry and Andrew K. Rose, (1998) “Staying Afloat When the Wind Shifts: External Factors and Emerging-Market Banking Crises,” http://papers.nber.org/papers/w6370,
 Wirtschaftspolitische Blatter. Vol. 47 (4). p 395-402. 2000.
Eichengreen, B., Andy K. Rose, and Charles Wyplosz, (1996) “Contagious Currency Crises,” http://papers.nber.org/papers/w5681  (1996). 
Bordo, Michael D., and Anna J. Schwartz (1996) “Why Clashes between Internal and External Stability Goals End in Currency Crises,” Open Economies Review, Vol. 7, pp. 437-468. 
Sachs, Jeffrey, Aaron Tornell, and Andres Velasco, (1996) “Financial Crises in Emerging Markets: The Lessons from 1995,” http://papers.nber.org/papers/w5576, Brookings Papers on Economic Activity. Vol. 0 (1). p 147-98. 

International Monetary Fund (1997) Special World Economic Outlook on Crisis in Asia: Regional and Global Implications, IMF, December (Available online from the IMF) http://www.imf.org/external/pubs/ft/weo/weo1297/index.htm
Radelet, S. and Sachs, J. D. (1998) The East Asian Financial Crisis: Diagnosis, Remedies, Prospects. Brookings Papers on Economic Activity. Vol. 0 (1). p 1-74. 1998. http://library.gc.cuny.edu/
Corsetti, Giancarlo, Paolo Pesenti, and Nouriel Roubini, (1999) “What Caused the Asian Currency and Financial Crisis? Part I : A Macroeconomic Overview; Part II: the Policy Debate” , mimeo, New York University, 1998,  Japan & the World Economy. Vol. 11 (3). p 305-73. 1999   http://library.gc.cuny.edu/
VII. FINANCIAL INTEGRATION, GLOBALIZATION AND WORLD INCOME

O&R Ch 7.
Acemoglu, Daron, Simon Johnson and James Robinson, “Reversal of fortune: geography and institutions in the making of the modern world income distribution,” Quarterly Journal of Economics 117 (Nov 2002), 1231-94.  http://library.gc.cuny.edu/
Glaeser, E. L., R. La Porta, F. Lopez-de-Silanes, and A. Scheilefer (2004) “Do institutions cause growth ? ” http://papers.nber.org/papers/w10568
Jones, C. I. (1997) “On the evolution of the world income distribution”, Journal of Economic Perspectives 11, 19-36.  http://library.gc.cuny.edu/
Prasad, E., K. Rogoff, S.-J. Wei and M.A. Kose (2004) “Effects of financial globalization on developing countries: some empirical evidence”, http://papers.nber.org/papers/w10942
Pritchett, L. (1997) “Divergence, big time” Journal of Economic Perspectives, 19-36. http://library.gc.cuny.edu/
Rodrik, D., A. Subramanian, and F. Trebbi (2002) “Institutions rule: the primacy of institutions over geography and integration in economic development”, http://papers.nber.org/papers/w9305
Sachs, J. D. “Institutions don’t rule: direct effects of geography on per capita income”, http://papers.nber.org/papers/w9490
VII.  THE NEW OPEN ECONOMY MACROECONOMICS

O&R Ch.10

Bowman, D. amd B. M. Doyle, “The new Keynesian open-economy modles and their implications for monetary policy”, International Finance Discussion Papers 762, Board of Governors of the Federal Reserve System.

http://www.federalreserve.gov/pubs/ifdp/2003/762/ifdp762.pdf
Obstfeld, M. and K. Rogoff  (1995) “Exchange rate dynamic redux”, Journal of Political Economy 103, 624-660.  http://library.gc.cuny.edu/
Jung, Y. (2007) “Can the new open economy macroeconomic model explain exchange rate fluctuations?”, Journal of International Economics
-------------------------------- (2000) “New directions for stochastic open economy models”, Journal of International Economics, 50, 117-153.   http://library.gc.cuny.edu/
Lane, P.R. (2001), “The new open economy macroeconomics: a survey”, Journal of International Economics. Vol. 54 (2). p 235-66. August.  http://library.gc.cuny.edu/
Dixon, Huw (1994) “Imperfect competition and open economy macroeconomics” (VP) Chapter 2
Engel, Charles (1999)  “Accounting for U.S. Real Exchange Rate Changes”, Journal of Political Economy Vol. 107 (3). p 507-38.  http://library.gc.cuny.edu/
VIII. OPTIMAL CURRENCY AREAS AND MONETARY UNIONS

Bayoumi, T. and B. Eichengreen (1992) “Shocking aspects of European monetary unification”, 
CEPR DP No.643;  
Bean, C. (1992), “Economic and monetary union in Europe”, Journal of Economic Perspectives, 
Fall;  http://library.gc.cuny.edu/
Bergin, P.R. (2000) “Fiscal solvency and price level determination in a monetary union”, Journal Of Monetary Economics (45)1.  http://library.gc.cuny.edu/
Meltz, J. (1995), “The current impasse in research on optimum currency areas”, European Economic Review, 492-500, 492-500.  
Buiter, W. (1995), “Macroeconomic policy during the transition to a monetary union”, CEPR DP 
No.1222; 
Buiter, W., G. Corsetti and N. Roubini (1993), “Excessive deficits: sense and nonsense in the 
Treaty of Maastricht”, Economic Policy, April.  http://library.gc.cuny.edu/
Dupor, W. (2000) “Exchange rates and the fiscal theory of the price level”, Journal of Monetary Economics, Vol. 45 (3). p 613-30. June.

            http://library.gc.cuny.edu/

Uctum, M. and M.R. Wickens (2000), “Debt and deficit ceilings and sustainability of fiscal deficits: an intertemporal analysis”, Oxford Economics and Statistics Review, 62(2). 
Woodford, M. (1996), “Control of public debt: a requirement for price stability?”, Princeton. 
TERM PAPER

The paper should be around 8 to 10 type-written pages, double-spaced, normal sized fonts (10-12 points), and margins (1 inch all around). It will be on a relevant topic in international economics, which may or may not be covered in class.  The paper should be preferably an empirical examination of a subject relevant to this class.  Think of your paper as the primary ingredient for your dissertation.  It may be in either of the following forms (i) An attempt for replication of the results of a published paper; (ii) application of the methodology in a published paper to another data; (iii) a critical review of a collection of articles, and analysis of the issues using data.  However, you are more likely to get a better grade if you attempt options (i) and (ii).  

The subject you choose must be approved by me in advance.  The preparation of your paper requires three steps: (i) A brief proposal: about a page, stating what you plan to write about, and the books and articles to which you will refer; (ii) Presentation: you will present your paper in class (5 percent of your total grade will be based on your presentation); (iii) Final version of the paper.  

 .

Possible topics:

· Financial Crises: what were the common causes and differences of the financial crises in the 1990s and beginning 2000 in Asia, Latin America and Europe?  The role of the IMF during financial crises.  Relation between asset price inflation and financial crises.

· Asset Price Volatility: What distinguishes asset price bubbles from financial instability?  What is financial instability? Is it related to asset bubbles and currency crises? How does it affect growth? Which indicators of financial instability should Central Banks monitor and how should they react to them?  How does liquidity in secondary markets affect volatility?
· Capital Flows: How do short-term vs. long-term capital flows affect the macroeconomic management?  Capital flows and business cycles.  Capital flows and the political economy variables.  Do capital controls control capital flows?  Do they affect the economy? Does portfolio investment (hot money) behave differently than foreign direct investment?  role of monetary and fiscal policies in managing the volatility of asset markets and capital flows.  What is the connection between components of capital flows and exchange rates?  How are flows related to the home bias phenomenon? Do demographic changes affect the composition and the direction of capital flows?
· International Integration: Currency union in Asia? Do countries benefit from international integration (international trade and international capital flows) compared to a take-off in the domestic productivity?  Does international integration synchronize international business cycles?
· Foreign Aid:  Various sources of help are porposed to help poor countries, such as debt forgiveness, grants, loans, access to international financial markets, access to trade.  Which of these possibilities are better for development? Compare for least developed, low income, lower and upper middle income countries.
· Fiscal Policy: Effect of fiscal policy on consumption and savings: a comparative analysis between Europe and the US or Asia. Are increases in the international synchronization in fiscal impulses responsible for the observed increase in international business cycles?

· Europe: Did the European financial integration changing the financial linkages with the United States and Japan? Did the mechanisms and magnitude of the international transmission of shocks via the trade channel change over time? Why is European unemployment high and persistent? What is the future for fiscal policy in the European Monetary Union?  Enlargement problems.

· Trade and macroeconomics: Does trade depress wages?  How does trade affect business cycles?

Call for Papers — Conference on International Macro-Finance

April, 24–25, 2008
HQ1-R-710, IMF Headquarters
Washington, D.C.



The International Monetary Fund and the World Economy and Finance Research Programme of the UK Economic and Social Research Council will hold a conference on international macro-finance at the IMF headquarters in Washington, DC, on April 24-25, 2008. The conference will provide a forum to present recent theoretical and empirical research narrowing the gap between "open-economy macro" and "finance" approaches to international financial issues.

While there is a very active literature on macro-finance linkages in the context of closed economies, applications to an open economy setting have just begun. International finance has traditionally relied on partial equilibrium analyses, while open-economy macroeconomics has avoided incorporating realistic financial features in its general equilibrium models because of the technical difficulties of doing so. Recent methodological advances now permit researchers to embed more realistic financial market structure in open-economy models. This conference aims at stimulating the innovation process and its diffusion to the analysis of relevant policy issues. Possible topics using this new approach include (but are not restricted to):

· Monetary policy and asset prices in an open economy 

· Policies for managing capital flows 

· Global liquidity and credit risk 

· International risk sharing and financial markets 

· General equilibrium international portfolio models 

· Reserve management and sovereign wealth funds 

· Exchange rates and financial markets 

http://www.imf.org/External/NP/seminars/eng/2007/macrofin/index.htm
Useful web sites:

· Nouriel Roubini’s global macroeconomics and financial website http://www.stern.nyu.edu/globalmacro (look at “recent academic research”)

· Economics resources for students

http://www.ncat.edu/~simkinss/studentres.html
· World Bank’s economic growth research center

http://econ.worldbank.org/external/default/main?menuPK=477883&pagePK=64168176&piPK=64168140&theSitePK=477872
On-line data relevant for the course:

· Political data sources

http://africa.gov.harvard.edu/links/politlnk.htm
· US data

http://www.usc.edu/schools/sppd/research/casden/research
· Penn World Tables

http://pwt.econ.upenn.edu/
· Real-time data

http://www.phil.frb.org/econ/forecast/readow.html
· International data

http://www.imf.org/external/pubs/ft/weo/2006/01/data/index.htm
· US Economic Accounts (at the national, regional, industrial and international levels):

http://www.bea.gov/bea
· US International investment positions, balance of payments
http://www.bea.gov/bea/di1.htm
Data links at

· http://pages.stern.nyu.edu/~nroubini/WEBLINKS.HTM
1

