ECON 463 Section 1
International Monetary Relations
Spring 2012
FDH 101
TTh 11:30 – 12:45 pm

Instructor
Bernard Malamud
Office: BEH 502
Phone: 895 – 3294  Fax: 895 – 1354 
Office Hours: TTh 1 – 2 pm; 4 – 5 pm and by appointment.
e-mail: bernard.malamud@unlv.edu
Please communicate with me via your Rebelmail account, by phone, or stop by my office.
Website: http://faculty.unlv.edu/bmalamud 

General Nature of the Course
Examination of the theory and policies relating to past and present international monetary relations.  Comprehensive view of contemporary monetary institutions and problems.  Parity conditions in financial markets and interdependencies between output markets/asset markets/foreign exchange markets will be stressed. Prerequisites: Admission to business major/Junior standing, ECON 303

Course Objectives
Upon completion of this course, you will know how the markets for international assets work and how you can identify arbitrage opportunities in these markets.  You will learn about today’s global economy by following the money – the current account and capital account flows between nations.  In addition, you will gain a historical perspective of international monetary relations and an appreciation of why, when, and how these relations change and the problems that can arise, as exemplified by the common currency shared by seventeen European nations and by the long-delayed revaluation of the Chinese yuan.  Most importantly, you will learn analytical techniques to explain and project outcomes in the international economy as they are affected by monetary and fiscal policies and by exchange rate arrangements.  Upon completion of this course, you should be able to use parity conditions to explain and predict fluctuations in exchange rates; the Mundell-Fleming model to explain and predict interactions between financial markets, currency markets, and the real economy; and the impacts of monetary, fiscal, and commercial policies on the financial, real and international sectors of a country’s macroeconomy.

Text and Supplementary Readings
Text:	
· Paul R. Krugman, Maurice Obstfeld and Marc Melitz. International Economics: Theory & Policy, 9th Edition, Addison Wesley, 2012.  Earlier editions of the International Economics text written by Krugman and Obstfeld work fine for this course.  If you use an earlier edition, however, be sure to align the chapters and problem numbers in the book you use with those of the 9th edition.
Supplements:	
· The Economist, http://www.economist.com/ 
Examinations and Grading
Three 100 - point classroom exams and a 150 - point comprehensive final will be given this semester.  You will be able to rewrite your answer to one question on each classroom exam at home.  Your score for the question will be the average of your classroom score and your rewrite score.  In addition, several  “discussion problems” may be given as 10-point pop quizzes at the end of class sessions.

Feb  14	Classroom Exam, Chapters 13 – 15 (12 – 14 in 8th edition)	 100 points
Mar  13	Classroom Exam, Chapters 16 – 17 (15 – 16 in 8th edition)	 100 
Apr  19	Classroom Exam, Chapters 18 – 19 (17 – 19 in 8th edition)	 100 
May 10	Comprehensive Final Examination (10:10 – 12:10 pm)	 150
		Pop quizzes (10 points each)					 ? ??  
			Maximum Total Score				 450+ points 

Approximate Grade Distribution
	 	 Average Score
          (out of 450+ points)
		90 %			Borderline A-
80 Borderline B-
70 Borderline C-
60 Borderline D-

Attendance and classroom participation will affect your final grade.
Makeup Policy 
Makeup exams may be arranged at mutual convenience if you have a compelling reason to miss a scheduled classroom exam.  A makeup exam must be taken before the missed exam is returned to the class.  There will be no makeup quizzes or final exam.  However, a student missing a class because of observance of a religious holiday and students who represent UNLV at any official extracurricular activity shall also have the opportunity to make up assignments.  Such students must provide official written notification no less than one week prior to the missed class(es).

Class Conduct
Your instructor and classmates deserve courtesy.  If you must arrive late or leave early, do so quietly.  Inform me beforehand if you must leave a class early.  Smoking and eating in class are prohibited.  Texting, talking to your neighbors, and reading newspapers and magazines in class is rude, disruptive, and unacceptable.  While this probably need not be said, anyone found engaging in any act of academic dishonesty will be punished in accordance with UNLV policies.

Other Information
The Disability Resource Center (DRC) coordinates all academic accommodations for students with documented disabilities. The DRC is the official office to review and house disability documentation for students, and to provide them with an official Academic Accommodation Plan to present to the faculty if an accommodation is warranted. Faculty should not provide students accommodations without being in receipt of this plan.
UNLV complies with the provisions set forth in Section 504 of the Rehabilitation Act of 1973 and the Americans with Disabilities Act of 1990, offering reasonable accommodations to qualified students with documented disabilities. If you have a documented disability that may require accommodations, you will need to contact the DRC for the coordination of services. The DRC is located in the Student Services Complex (SSC), Room 137, and the contact numbers are: VOICE (702) 895-0866, TTY (702) 895-0652, FAX (702) 895-0651. For additional information, please visit: <http://studentlife.unlv.edu/disability/>.

	Course Outline

	



Dates
	Topic/Discussion Problems
Do each “discussion problem” before class.  Treat it like homework.  While it will not be collected, you will be expected to participate in its discussion. In addition, one discussion problem may be given as a 10-point pop quiz at the end of a class session.
(Corresponding problem numbers in 8th edition are shown in parentheses.)
	
Readings in Text
(Corresponding chapters in 8th edition are shown in parentheses)

	
Jan 17




Jan 19,24


Jan 26,31




Feb 2,7






Feb 9

Feb 14

Feb 16,21,23




Feb 28
Mar 1,6







Mar 8

Mar 13


	
Course organization
Tour of the World
     International Monetary Relations: Dates and Places 


National Income and Balance of Payments Accounting: CA = (Sp – I) + (T – G)
Discussion Problems: 13/6,8,10  (12/6,8,10)

Exchange Rates and Foreign Exchange Market
· Uncovered Interest Parity
· Expectations and Equilibrium
Discussion Problems: 14/2,6,9,14  (13/2,6,9,14)

Money, Interest, and Exchange Rates
· Money Market Equilibrium
· Money Market/Foreign Exchange Market Interactions
                       Short – Run/ Long – Run and Price Effects/Overshooting           
· Inflation Through the Years
Discussion Problems: 15/1,10,13  (14/1,10,13)

Catch-up and review

Classroom Examination, Chapters 13, 14, 15  (12,13,14)

Price and the Exchange Rates: The Long – Run 
· Purchasing Power Parity In Theory and Practice
· Real Exchange Rate/Real Interest Parity
Discussion Problems: 16/6,9  (15/6,9)

Output and the Exchange Rate: The Short – Run
· Aggregate Demand In the Open Economy
                 Output Market (DD) / Asset Market (AA) 
                 DD – AA: Equilibrium and Shifts
· Policy Exercises in the DD – AA Model
· Impacts on the Current Account: XX Curve / J – Curve
                 Marshall – Lerner Condition (Appendix 3)
Discussion Problems: 17/2,4,8  (16/2,4,8)

Catch-up and review

Classroom examination, Chapters 16,17  (15,16)



	
 pp. 590-609
(pp. 603-613) 
Chapter 22(22)
(just skim)

Chapter 13(12)


Chapter 14(13)




Chapter 15(14)










Chapter 16(15)
 



Chapter 17(16)










	
Dates

	Course Outline, continued
Topic/Discussion Problems
	
Readings

	
Mar 15,20









Mar 22,27






Apr 3,5

Mar 29
Apr 10,12





Apr 17

Apr 19

Apr 24,26
May 1




May3

May 10
	
Fixed Exchange Rate Regimes
· Reserves and Money Supply
· Lessons from the Euro
· Monetary Policy Ineffectiveness
· Fiscal Policy Effects
· Balance of Payments Crises
· Sterilized Intervention
· The Gold Standard: Pro and Con
Discussion Problems: 18/4,8,11 (17/4,8,11)

International Monetary Systems: 1870 – 1973 
· Internal / External Balance
· Heyday of Gold
· Interwar Instability
· Bretton Woods: How It Worked; How It Failed
Discussion Problems: 19/5,6 (18/5,7)

Spring Recess

International Monetary Systems: 1973 – Present  
· Pros and Cons
· Flex Rates in the DD – AA Framework
· Oil Shocks / Volcker / Plaza / Louvre / Japan Bubble / Asia Crisis
· Policy Coordination Failures (Appendix)
Discussion Problems: 19/10,11,13 (19/1,4,11)

Catch-up and review

Classroom examination, Chapters 18,19 (17,18,19)

Optimal Currency Areas and the Eurozone
· The Path to the Euro
· OCA Theory
· Is the Eurozone an OCA?
Discussion Problem: 20/7 (20/7)

Catch-up and review

Comprehensive Final Examination, 10:10 – 12:10 am 

	
Chapter 18(17)









Chapter 19
pp. 504-529
(Chapter 18)






Chapter 19
pp. 529-556
(Chapter 19)







Chapter 20(20)



