
B.E. International Program
Faculty of Economics, Thammasat University


Course Outline
EE452 International Monetary Economics
Semester 1/2014 (August 18 – December 6, 2014)

Number of credits:    	 3 credits

Lecture Time:	         Saturday, 09.00 AM – noon

Lecture Venue:           Room 304, Faculty of Economics

Instructor: 	                 Dr. Chayawadee Chai-anant (chayawac@bot.or.th)  


Course Description:

The course aims to lay down basic concepts of international monetary economics with the expectation that students will be able analyze current events in international financial economics.  It begins with an analysis of the balance of payments and its components (current account, transfer payment, capital accounts). It is followed by the foreign exchange market, capital markets, and the exchange rate system. The interconnection between exchange rates and economic variables will be examined based on various models.  Special topics such as the Asian crisis, the global financial crisis, and the role of central banks in financial markets will be discussed. Applications of each topic will be discussed so that students will be able to apply the concepts learned in the classroom.

Pre-requisite:	EE312 Macroeconomic Theory

Evaluation: 

1. Midterm 			(40%)	: October 11, 2014 (9.30 – 11.00 AM)
2. Final 			(50%)	: December 13, 2014 (09.00 AM – noon)
3. In-class assignments 	(10%)

Topics:

1.  National Income Accounting and the Balance of Payments
· System of National Accounts
· Balance of Payments
2. Exchange Rates and the Foreign Exchange Market: An Asset Approach
· Exchange Rates and International Transactions
· Foreign Exchange Market
· Interest Rates, Expectations and Equilibrium
3. Money, Interest Rates and Exchange Rates
· The Role of Money
· Money Demand
· Money Supply and Exchange Rate in the Short Run
· Money, the Price Level, and the Exchange Rate in the Long Run
· Inflation and Exchange Rate Dynamics
4.  Price Level and the Exchange Rate in the Long Run
· The Law of One Price
· Purchasing Power Parity
· A Long-Run Exchange Rate Model Based on PPP
· Empirical Evidence on PPP and the Law of One Price
· A General Model of Long-Run Exchange Rate
5.  Output and the Exchange Rate in the Short Run
· Determinants of Aggregate Demand in an Open Economy
· Output Market Equilibrium in the Short-Run
· Temporary Changes in Monetary and Fiscal Policy
· Inflation Bias
· Macroeconomic Policy and the Current Account
6.  Fixed Exchange Rate and FX Intervention
· Why should we fix?
· How the Central Bank fixed the Exchange rate?
· Balance of Payment Crises and Capital Flight
· Managed Floating and Sterilized Intervention
· Other Exchange Regimes

Required Texts:

Krugman, Paul R., Maurice Obsfeld, and Marc J. Melitz, International Economics: Theory and Policy, 9th Edition, Pearson.
	
Optional Texts:

Levice, Richard M (1998).  International Financial Markets: Prices and Policies, McGraw-Hill International Editions 


Important Dates
Class Begins				August 18
Adding and Dropping Course		August 18 – September 1
Midterm Exam Period			October 6 – 11 (No Lectures)
Midterm Exam				Saturday, October 11; 09:30 – 11.00 AM 
Course Withdrawal with “W”		October 22 – 27
Last day of classes			December 6
Final Exam				Saturday, December 13; 09:00 AM – noon
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