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ECONOMICS 330 

INTERNATIONAL FINANCE  

Spring 2020 

 

 
Instructor   Olena Staveley-O’Carroll, omykhayl@holycross.edu  
Class meeting times Section 01: TR 12:30–1:45 pm, Stein 219 

Section 02: TR 2:00–3:15 pm, Stein 219 
Prerequisites   Economics 256 (Macroeconomics) 

Economics 249 (Statistics) 
Required text International Economics: Theory and Policy, 11th Edition 

by Krugman, Obstfeld, and Melitz 
 The Return of Depression Economics and the Crisis of 2008 

by Paul Krugman 
Course material  Will be posted on Moodle 
Office hours   Stein 540 

MW 10:00–12:00 pm, 
MW 1:30–3:30 pm, 
and by appointment 

LALS concentration You can use ECON 330 to fulfill LALS requirements if and 
only if you use a Latin American country as the focus of your 

term paper (see below) 
 
COURSE DESCRIPTION AND OBJECTIVES 
The twenty-first century is an age of unprecedented globalization, in which countries 
can no longer ignore the international implications of national policies. This course is 

devoted to the study of large-scale economic interactions among interdependent 
economies. We start by learning the principles of national income accounting and review 
several basic financial instruments. Then we turn to asset and goods markets to study 
exchange rate determination in the short and long run. Bringing these markets together, 
we build and analyze a short-run model of the open economy. Finally, we use versions 

of this model to study topics such as international aspects of fiscal and monetary 
policies, effects of different exchange rate regimes on economic stability, financial crises, 
and the patterns of cross-border capital flows. 
The course is developed with three broad objectives in mind: 

1. You will use various economic theories to understand the forces behind short- 

and long-term exchange rate fluctuations. 
2. You will collect, plot (using Excel), and analyze economic and financial data to 

test the theoretical predictions regarding the behavior of international currencies. 
3. You will learn to think critically and to use economic models and data to (a) 

evaluate the impact of financial markets on economic and social welfare, and (b) 

write professional briefs with policy/investment recommendations based on your 
understanding of the material. 

To be successful in this course you should expect to devote no less than 10–14 hours 
each week in-class, reading and studying the material, and preparing assignments. 

 

mailto:omykhayl@holycross.edu
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ATTENDANCE 
You are expected to attend all lectures both because some of the material covered during 
class is based on current events and thus is not found in the suggested text, and since 

in-class discussions and participation will significantly enhance your understanding of 
the economic theory and the empirical outcomes of exchange rate determination. 

I understand that occasionally your other obligations may prevent you from attending 
class.1 In those instances, it is your responsibility to catch up on whatever material you 
missed. Moreover, since I do not accept late assignments, you should make 

arrangements to turn them in prior to the due date. There are no make-up exams; 
should an emergency prevent you from taking the midterm exam, your final exam grade 
will be re-weighted accordingly. 
 
ADDITIONAL READINGS  
Throughout the course, I will post readings on the Moodle that will supplement the main 
text and will help in understanding the economic theory we cover during the lectures. 
Reading these articles is not optional. I expect everyone to be able to participate when 
we discuss them in class, and I will assume you have read them when I write problems 
sets and exams. 

You are also encouraged to regularly peruse publications such as the Economist, the 
New York Times, the Wall Street Journal, and the Financial Times to keep informed about 
current economic events. Take time to think about the real-world implications of the 

models we are studying in class. You will be asked to work through real-world problems 
on your problem sets and exams, and will have a chance to write three brief article 
analyses for extra credit (see below). 

 
GRADING 
Your grade for the course will be determined by your performance on problem sets, two 

exams, a group debate, and a term paper. 
 

Homeworks can be done in groups. However, each student is expected to turn 
in his/her individual work to get full credit. Please don’t copy and paste each 

other’s answers – be creative! Otherwise, I will take points off your work, and the 
one from which you copied it. 
Each homework consists of three sections. In the first section, you will be asked 
to apply the concepts and theories discussed in class to solve graphical and 
numerical problems. In the second, you will have to extend the models developed 

during lectures by modifying their equations or graphs and comparing the 
resulting solutions to those obtained in class. In the third section, you will 
download and plot macroeconomic data to check whether its properties and 
patterns conform to the predictions of macroeconomic theories. 
 

Exams will include multiple choice questions, short and long answer essay 
questions, and numerical and graphing problems which will emphasize the 
material covered in class, as well as assigned readings. 
 
Debates will be prepared and presented by groups of four to five students. Each 

group will examine one of the two topics: the role of IMF in international currency 

                                                 
1 The College’s Excused Absence Policy can be accessed here: 
https://catalog.holycross.edu/requirements-policies/academic-policies/#coursepoliciestext  

https://catalog.holycross.edu/requirements-policies/academic-policies/#coursepoliciestext
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crises, and the impact of financial traders on the stability of global markets. The 
groups will have to debate each other in class on the pros and cons of their 
assigned topic. Each debate will take the entire class period. The document 

Debates and Paper, available on Moodle, offers more information on the length 
and structure of the debates. 

 
Term paper is an individual project, and is a 5–6 page report on the behavior of 

a single currency over the August–November period. You will pick a currency in 
the beginning of the semester, keep track of its ups and downs, and explain the 
economic and political factors that influenced its trajectory. You will also prepare 
a policy recommendation for the country’s central bank on the optimal exchange 
rate regime (fixed vs. floating). See the document Debates and Paper, available on 

Moodle, for detailed information about the paper structure and grading. 
 
Extra credit assignments can boost your overall grade. You may take advantage 
of up to three such opportunities. Each extra credit paper will add up to 20 

points to one of your homeworks (even if you ace it and get 100 points). Each 
extra credit report is a one-page (typed, double-spaced) analysis of a recent article 
that relates to the topics covered in class. 
I will grade your report on your ability to explain real world issues using the 
theories and terminology developed during lectures, and on the clarity of your 

exposition. 
Please do not summarize the reading in your report; instead, you must attach a 
copy of the article with your submission. Suggested outline of the project looks 
as follows: 

 “This article relates to [chapter A, the issue of B covered in lecture C, 

assigned reading D, theory E, etc.] because it addresses…” 

 “The main thesis of the article seems to [directly apply, support, extend, 
contradict] the material covered in class, since…” 

 “Reading this article helped me to better understand [topic A, real world 
issue B] by…” 

You may pick articles from credible sources such as newspapers and magazines 
mentioned above or from academic journals. You may not use articles which are 
assigned as class readings. You must attach a copy of the article to your report. 

The deadlines for the three extra credit papers are as follows: 
Extra credit 1: February 27 
Extra credit 2: March 31 
Extra credit 3: April 23 

 

Project Weighting and Important Dates 
 Homeworks    20% 

Midterm exam   25%  March 10 
 Paper     10%  April 14 
 Debate    15%  April 28 and 30 

 Final exam    30%  May 12, 8–10:30 am (01) 
        May 8, 3–5:30 pm (02) 
 



College of the Holy Cross  Department of Economics and Accounting 

Page 4 of 7 
 

ACADEMIC INTEGRITY POLICY 
Each student is responsible for knowing what constitutes violating the policy.2 The 
penalty for scholastic dishonesty (including, but not limited to, receiving or giving help 

on exams, plagiarizing, or sabotaging another student’s work) in this course will be 
failure (grade of zero) on the entire assignment or exam. 

 

ACADEMIC ACCOMMODATIONS 
Any student who feels the need for accommodation based on the impact of a disability 
should contact the Office of Accessibility Services to discuss support services available. 
Once the office receives documentation supporting the request for accommodation, the 

student would meet privately with Accessibility Services to discuss reasonable and 
appropriate accommodations. The office can be reached by calling 508-793-3693 or by 
visiting Hogan Campus Center, room 505. 
If you are already registered with Accessibility Services, please be sure to get your 
accommodation letters and deliver them to your instructors in a timely fashion. 

Instructors need 4–5 days’ advance notice to be able to facilitate the process of 
receiving testing accommodations. 
 
A NOTE ON STUDY HABITS 
“When college students use computers or tablets during lecture, they learn less and 

earn worse grades,” reports a recent article by the Brookings Institution.3 While I do not 
restrict the use of laptops during class, I recommend a pen-and-paper alternative in the 
form of detailed lecture notes available on Moodle. These notes contain a lot of 
information I cover during lectures, so that you do not feel the need to write down every 
word I utter. Instead, you can pay closer attention to the overarching ideas, make 

connections between the readings and my presentations, and actively participate in the 

discussions. My notes, however, are not complete, and have some blanks that you 
should fill in during lectures. This is my subtle way to encourage attendance and to 
keep your attention from wandering during class. 
There is a number of required readings that complement the material covered in the 

texts and during lectures. Some of these are newspaper articles and so make for fairly 
light reading, while others—special reports or academic research studies—will require 
closer attention. I strongly encourage you to take this part of the class seriously and do 
your due diligence when readings these materials. A recent article in the Guardian4 
warns that “When the reading brain skims texts, we don’t have time to grasp complexity, 

to understand another’s feelings or to perceive beauty. We need a new literacy for the 
digital age.” To help you along the way, I have added cover sheets to many of the articles 
with questions for you to answer as you work through them. The goal is to help you 
identify the key arguments of the article and connect them to the course material 
discussed during class. 

                                                 
2 The policy is in the College Catalog and can be accessed at this link: 
https://catalog.holycross.edu/requirements-policies/academic-policies/#academicintegritytext 
3 Susan Dynarski (2017). For Better Learning in College Lectures, Lay Down the Laptop and Pick Up a Pen. 
The Brookings Institution, August 10, 2017. 
4 Maryanne Wolf (2018). Skim reading is the new normal. The effect on society is profound. The Guardian, 
August 25, 2018. 

https://www.brookings.edu/research/for-better-learning-in-college-lectures-lay-down-the-laptop-and-pick-up-a-pen/
https://www.theguardian.com/commentisfree/2018/aug/25/skim-reading-new-normal-maryanne-wolf
https://catalog.holycross.edu/requirements-policies/academic-policies/#academicintegritytext
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Lecture Schedule 
This schedule is approximate and subject to change. All chapters refer to the Krugman, 
Obstfeld, and Melitz textbook. All readings (posted on Moodle and marked below as R1, 
R2, etc.) should be completed before the lectures for which they are assigned; the last 
pages of the syllabus provide additional details. 

 
Jan. 21 Introduction (1)  
Jan. 23 Introduction to the Forex Market (3) Ch. 3 (pp.40–50), R3 
Jan. 28 Basic Financial Instruments  
Jan. 30 National Income Accounting, BoP (2) Ch. 2, Hmwk 1, paper topic 
   
Feb. 4 Returns on Foreign Investments (3) Rest of Ch. 3, Debate groups 
Feb. 6 Forex and Money Market Equilibria (3, 4) R5, Ch. 4, Hmwk 1 due, Hmwk 2 
Feb. 11 Money Supply and Exchange Rates in SR (4)  
Feb. 13 Money Supply and Exchange Rates in LR (4) Hmwk 2 due 
Feb. 18 LoOP and PPP (5) Ch. 5, R6 
Feb. 20 Exchange Rates in the LR (5) R7, Hmwk 3 
Feb. 25 Topics: U.S. International Imbalances R9, R10 
Feb. 27 Aggregate Demand in Open Economy (6) Ch. 6, Hmwk 3 due 

SPRING BREAK 
Mar. 10 Midterm  
Mar. 12 Asset Market and AA-DD Equilibrium (6)  
Mar. 17 Monetary and Fiscal Policy (6) Hmwk 4 
Mar. 19 Stabilization with Fixed Exchange Rates (7) Ch. 7, start working on paper 
Mar. 24 BoP Crises (7) R11, Hmwk 4 due 
Mar. 26 Internal and External Balances (8) Ch. 8 
Mar. 31 Exchange Rate Arrangements (8) R15, Hmwk 5 
   
Apr. 2 Developing Countries (11) Ch. 11, R16 
Apr. 7 Developing Countries (11) Hmwk 5 due 

EASTER BREAK 
Apr. 14 Optimum Currency Areas and the Euro (10) Ch. 10, R17, Paper due 
Apr. 16 Optimum Currency Areas and the Euro (10)  
Apr. 21 Optimum Currency Areas and the Euro (10)  
Apr. 23 Topics: The Rise of China R18, R19, Presentation slides due 
Apr. 28 Group Debate: IMF and currency crises  
Apr. 30 Group Debate: currency traders  
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Outline of Readings by Chapter 
Optional/additional readings are marked with an asterisk; all others are mandatory. 
Please check the Lecture Schedule on the previous page and make sure to complete the 
indicated readings prior to the lectures for which they are assigned. (You may notice 
that some of the required readings are not assigned to any lectures; instead, you will be 

asked to read and analyze them as part of your homework assignments.) 

 
Chapter 1. Introduction 

 
Chapter 2. National Income Accounting and the Balance of Payments 

1. Cédric Tille (2003). The Impact of Exchange Rate Movements on U.S. Foreign 
Debt. Current Issues in Economics and Finance (Federal Reserve Bank of 
New York). 

2. The Economist (July 16, 2016). Econometrics. 
 

Chapter 3. Exchange Rates and the Forex Market: An Asset Approach 
3. The New York Times (February 22, 2019). The Dollar Is Still King. How (in the 

World) Did That Happen? 
4. Wenxin Du, Alexander Tepper, and Adrien Verdelhan (2018). Deviations from 

Covered Interest Rate Parity. The Journal of Finance, 73, 915–957. 

5. Robert McCauley and Patrick McGuire (2009). Dollar Appreciation in 2008: 
Safe Haven, Carry Trades, Dollar Shortage and Overhedging. Bank for 
International Settlements Quarterly Review, December 2009 

 
Chapter 4. Money, Interest Rates, and Exchange Rates 

 

Chapter 5. Price Levels and the Exchange Rate in the Long Run 
6. Cyril Monnet and Warren Weber (2001). Money and Interest Rates. Federal 

Reserve Bank of Minneapolis Quarterly Review. 

7. The Economist (May 27, 2004). Food for Thought. 
8. The Economist (March 15, 2018). Why Africa’s Poor Pay High Prices. 

 Alan Taylor and Mark Taylor (2004). The Purchasing Power Parity Debate. 
Journal of Economic Perspectives, 18, 135–158. 

 
Special Topics: The U.S. Current Account Deficit 

9. Ben Bernanke (2005). The Global Savings Glut and the U.S. Current Account 
Deficit. Remarks delivered at the Sandridge Lecture, Virginia Association of 
Economists, Richmond, Virginia. 

10. The Wall Street Journal (July 13, 2018). The Wrong Way to Defend Trade 
Deficits. 

 James Staveley-O’Carroll and Olena Staveley-O’Carroll (2017). Impact of 
Pension System Structure on International Financial Capital Allocation. 
European Economic Review, 95, 1–22. 

 
 
Chapter 6. Output and Exchange Rate in the Short Run 
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Chapter 7. Fixed Exchange Rates and Foreign Exchange Intervention 
11. Institute of Modern Russia (July 27, 2015). Russia’s Currency Reserves: More 

than Enough or Alarmingly Low? 
12. Manuel Amador, Javier Bianchi, Luigi Bocola, and Fabrizio Perri (2016). 

Reverse Speculative Attacks. Journal of Economic Dynamics and Control, 72, 

125–137. 

 
Chapter 8. International Monetary Systems 

13. Maurice Obstfeld and Kenneth Rogoff (1995). The Mirage of Fixed Exchange 
Rates. The Journal of Economic Perspectives, vol. 9, pp. 73-96. 

14. Douglas A. Irwin (2017). The Missing Bretton Woods Debate over Flexible 
Exchange Rates. NBER Working Paper No. 23037. 

15. The Economist (October 3, 2015). Thrills and Spills. 

 The Economist (June 20, 2019). Facebook Wants to Create a Worldwide Digital 
Currency. 

 Joseph Noko (2011). Dollarization: The Case of Zimbabwe. Cato Journal, 31, 
339–365. 

 The Economist (August 31, 2013). Horns of a Trilemma. 
 
Chapter 11. Developing Countries: Growth, Crisis, and Reform 

16. Laura Alfaro, Sebnem Kalemli-Ozcan, and Vadym Volosovych (2008). Why 
Doesn’t Capital Flow from Rich to Poor Countries? An Empirical Investigation. 
The Review of Economics and Statistics, 90, 347–368. 

 Andrew Karolyi, David Ng, and Eswar Prasad (2015). The Coming Wave: Where 
Do Emerging Market Investors Put Their Money? NBER Working Paper No. 
21661. 

 

Chapter 10. The European Experience 
17. Feldstein, Martin (2011). The Euro and European Economic Conditions. NBER 

Working Paper No. 17617. 

 Jay Shambaugh (2012). The Euro’s Three Crises. Brookings Papers on 
Economic Activity, Spring 2012. 

 Maggiori, Matteo, Brent Neiman, and Jesse Schreger (2018). The Rise of the 
Dollar and Fall of the Euro as International Currencies. NBER Working Paper 

No. 25410. 
 

Special Topics. The Rise of China 
18. The Economist (May 30, 2019). China Cannot Easily Weaponise Its Holdings 

of American Government Debt. 
19. Barry Eichengreen (2016). China’s Exchange Rate Trap. The Guardian, 

February 9, 2016. 

 The Economist (April 16, 2016). Bleak Times in Bra Town. 


