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Abstract 

This course is intended to analyze international trade and investment in the real world 

economy, and their roles for national economies and development, by utilizing several theories 

and case studies on international trade and investment. In the first half of the term, we are 

going to study some of the major international trade theories, including international division 

of labor based on absolute advantage and comparative advantage theory, Heckscher-Ohlin 

model (H-O-S theorem) and Mundell-Flemming model (IS-LM-BP). At the same time, we will 

study several international investment theories associated with trade theories, focusing on the 

foreign capital transfers among and their impacts on international trade and economic growth 

of a nation.  

  In the latter half of the term, we are going to analyze the causes and effects of international 

trade and investment in the real world economy and national economies by applying these 

trade and investment theories to the actual economies. Students are requested to handle the 

actual data of international trade and investment, utilizing IMF data bases, including 

International Financial Statistics (IFS), Direction of Trade Statistics (DOT) and Balance of 

Payment Statistics (BOP) and implement a quantitative analysis (econometric modeling) by the 

end of the term for the term paper. In addition, students will present the results of the analysis 

in the last two sessions and discuss the results among class participants and submit them as a 

term paper.  

 

Objective 

Applied international economics: this course attempts to study theories of international trade and 

investment in order to capture the roles of international trade and investment in the real world 

economy and national economies.  

 

Assessment 

Grading policy is as follows: 

20% Class participation and presentation 

30% Midterm exam 

50% Term paper 

 

 



Textbook/Recommended Books/Reference 

P. R. Krugmam, M Obstfeld, M. J. Melits, International Economics, Theory and Policy, Global 

Edition, Pearson,2011 

Franklin R. Root, International Trade and Investment,, South-Western Publishing, 1990. 

Some course materials will be supplied in advance. 

 

Prerequisite: basic microeconomics, basic macroeconomics and econometrics 

 

Course Plan (Schedule) 

1. Introduction 

2. The role of international trade and investment for national economies and the world economy 

based on the Rostow’s views 

3. Product cycle theory and economic development 

4. Theory of international division of labor, absolute advantage and comparative advantage 

5. International division of labor, Heckscher-Ohlin model and economic growth introducing some 

growth theories 

6. Mundell-Flemming model under the full-floating system, Pass-through and Marshall-Lerner stable 

condition. IS-LM-BP model and open economy tri-lemma  

7. Basic FDI theories 

8. Offshore network and economic development incorporated with international trade 

9. Economic integration and international trade and investment 

10. Midterm Exam and submission of research plan  

11. Case study I (the case of Japan) 

12. Case study II (the case of China) 

13. Case study III (the case of ASEAN) 

14. Case study IV (the case of ASEAN) 

15. Structure of Balance of Payments based on IMF Formula  

16. Modeling international trade and investment 

17. Presentation of the results of modeling and discussion 

18. Presentation of the results of modeling and discussion 

19. Presentation of the results of modeling and discussion 

20. Presentation of the results of modeling and discussion 

 

All of the participants will submit the term-paper by 17:00, March 20, 2014. 

 


