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	Course Title: International Finance

	Course Code
	41053006
	Semester
	

	Teaching Hours
	32
	Credits
	2

	Prerequisites
	Microeconomics, Macroeconomics, Finance.

	Instructor Information

	Name
	Huhao Liu,Yong Cao
	Email
	

	Institute
	[bookmark: _GoBack]School of Finance

	Applicable Object
	International Students

	Course Objectives
	In this course we will adhere mostly to the analytical framework presented in the text book, which are keyed closely to Krugman and Obstfeld’s text. We will spend a fair amount of time building this macro-model but in the course of its development we will make interesting detours into such topical areas as the “twin surpluses” issue, the “QE”, devaluation and the trade balance, speculative attacks, balance of payments crises, dollarization, currency unification and moral hazard, etc. I prefer the single-model approach as it allows for an internally consistent treatment of many relevant issues in international finance. Policy applications can be easily worked into the framework as we go along. Obviously any one framework has limitations, so eventually we consider extensions of the basic model and the alternative macro-model of IS-LM-BP. By the end of the course the student will have acquired familiarity with several common analytical frameworks used by practitioners in international finance, and a detailed understanding of at least one of them. The student should be able to use these frameworks to analyze real-world data and form well-reasoned opinions on current issues of international monetary policy.


	Course Description
(200 words)
	This course covers 2 related areas in international economics: international financial markets and the macroeconomics of open economies. 
Specific topics include (not exhaustively): balance of payments concepts; exchange rates and the foreign exchange market; expectations, interest rates, and capital flows; central banking and monetary policy in open economies; exchange rate regimes and macroeconomic policy. 
At minimum, this course will provide you with a macro-level understanding of how foreign-exchange and international asset markets work, the economic linkages these markets create, and the implications of such linkages for macroeconomic policy, particularly monetary and exchange rate policies. In addition, you will become familiar with formal analytical models used in international money and finance.



	Assessment Methods
	Examination + course paper



	Textbooks and References
	Dennis R. Appleyard, Alfred J. Field, Jr. and Steven L. Cobb: International Finance, 7th ed. China Renming University Press 2012.

Krugman and Obstfeld. International Economics: Theory and Policy, 8th edition (henceforth, K-O) or later 
Caves, Frankel, and Jones, World Trade and Payments, 10th ed. Addison-Wesley, 2007, Ch. 21 pp. 436-439.
Cooper, Richard, 2008. “Global Imbalances: Globalization, Demography and Sustainability”, in Journal of Economic Perspectives, Summer.
IMF, Balance of Payments Yearbook, latest edition (the introductory section of the BOP Yearbook explains in great detail the accounting rules and conventions used in BOP accounting). 
IMF, International Financial Statistics Yearbook, latest edition.


	Course planning

	Chapter 1
	International Economic Integration and Balance of Payments Accounts (Homework 1)


	Chapter 2 
	[bookmark: _Hlk13123086]Fixed or Flexible Exchange Rates?
And the International Monetary System 

	Chapter 3
	The Market for Foreign Exchange and the Forward Currency Market and International Financial Arbitrage 


	Chapter 4
	Interest Yields, Interest Rate Risk, and Derivative Securities 


	Chapter 5
	Traditional Approaches on Balance of Payments and Exchange Rate Determination: Price Adjustment Mechanism 



	Chapter 6
	Monetary and Portfolio Approaches to Balance of Payments and Exchange Rate Determination

	Chapter 7
	An Open Economy Framework----IS-LM-BP Model and Economic Policy under Fixed Exchange Rates (Homework 2)

	Chapter 8
	Economic Policy under Fixed and Floating Exchange Rates and Some Hot Issues on International Finance
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