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Course Introduction 

 

This course is an introduction to open macroeconomics (or international finance); international 

capital flows, international monetary system, and their implications for economic policies for 

individual nations and the world as a whole. It is divided into a theory part and a policy part. We 

study international macroeconomic theory by building up an integrated model of exchange rate 

and output determination. In the second part of the course we will apply our analytical tools to a 

range of current and historical issues. These include the evolution of the international monetary 

system, macroeconomic policy coordination, optimum currency areas, global capital markets, 

and currency crises. 
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Required textbook 

Paul R. Krugman , Maurice Obstfeld, International Economics, Addison Wesley; 7th Revised 

International Ed  

 

Supplementary Textbook 

Obstfeld and Rogoff, Foundations of International Macroeconomics, 1999, The MIT Press. 

 

Prerequisite 

Macroeconomics, Microeconomics, Mathematics 

 

Coursework and Grading 

• Problem sets (20%): You are encouraged to discuss these problem sets with your classmates; 

however, you must write up your own answers.  

• In-class midterm exam (30%) 

• Cumulative final exam (50%) 

 

Course Outline 

Lectures will generally follow the textbook. Students are encouraged to prepare for class by 

reading the material ahead of time. 

 

PART I: EXCHANGE RATES AND OPEN-ECONOMY MACROECONOMICS 

1. National Income Accounting and the Balance of Payments 

2. Exchange Rates and the Foreign Exchange Market: An Asset Approach 
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3. Money, Interest Rates, and Exchange Rates 

4. Price Levels and the Exchange Rate in the Long Run 

5. Output and the Exchange Rate in the Short Run 

6. Fixed Exchange Rates and Foreign Exchange Intervention 

 

PART II: INTERNATIONAL MACROECONOMIC POLICY 

7. The International Monetary System, 1870-1973 

8. Macroeconomic Policy and Coordination under Floating Exchange Rates 

9. Optimum Currency Areas and the European Experience 

10. The Global Capital Market: Performance and Policy Problems 

11. Developing Countries: Growth, Crisis, and Reform 

 


