COURSE OUTLINE

ECON 325

FALL 2009
Instructor: Linda Kinney




Office Hours**

Office: White Hall 225



MW 9:00 - 11:00 AM, 12:30-1:00 PM

Phone: 876-5434




TR 8:45-9:15AM, 11:00 AM-12:NOON,


e-mail:LKINNEY@SHEPHERD.EDU

        
R only: 1:45-2:30PM and by appointment

website: webpages.shepherd.edu/lkinney

(Though I have no scheduled office hours on Fridays, I am usually in).








**Office hours may be cancelled due to unanticipated meetings.
COUSE OBJECTIVES:

1. To introduce students to the economic theories which analyze the impact of international trade and flows of capital on the domestic macroeconomy, i.e. on national income, employment, and prices.

2. To use the theory to understand the causes and consequences of events like the persistent U.S. trade deficits, movements of the dollar against major world currencies, currency crises in Latin America and Southeast Asia, and European Monetary Union.

PRE-REQUISITES:

Principles of Macroeconomics and Microeconomics (ECON 205 and 206) are required.  Students who have taken Intermediate Macroeconomics (ECON 302) will have an easier time with the theoretical material.  Major theoretical topics from macroeconomics include the simple Keynesian model and the mechanics of monetary policy.

COURSE MATERIALS:

TEXTBOOK:Pugel, International Economics, 14th edition, McGraw Hill (referred to as TEXT in Reading List)

PROBLEM SETS:  Available on my website --  webpages.shepherd.edu/lkinney (click on “ECON 325)
SHORT SUMMARY OF COURSE REQUIREMENTS:

	Assignment
	Dates
	Contribution to Final Grade for Course

	Three (3) non-cumulative exams
	Sept 17, Nov. 3, 

Dec. 15
	90%

	Foreign exchange rate project
	Oct. 27
	10%


COURSE POLICIES AND PROCEDURES
1. EXAMS.  There will be three non-cumulative exams during the semester (Sept. 17, Nov. 3, and during the final examination period; see course requirements chart on first page and reading list).  Each exam will count 30 percent toward the final grade for the course.  Questions will include problems and essays.  Problem sets will give an indication of what types of problems will appear on exams.  Also, questions from past exams in this course will be handed out.

Make-up exams: Make-ups can be arranged if notice is given before the scheduled exam and a reasonable and verifiable excuse is presented.

Snow days: If an exam is scheduled for a day on which school is cancelled, the exam will be given on the next day classes are held.  If school is cancelled for the class prior to a scheduled exam, the exam date will be moved.  If school is open, no matter what the weather, the exam will be held as scheduled.

2. FOREIGN EXCHANGE RATE PROJECT:  A project involving “speculation” in the spot foreign exchange market will be conducted during the week of October 19.  It will be due on Tuesday, October 27 and will count 10 percent toward your final grade for the course.
3.
EXTRA CREDIT:  You can earn extra points to be added to your scores on the exams by completing optional extra credit assignments which will be handed out throughout the semester.

4.
GRADING OF EXAMS. The grading scale is as follows:

	Numerical Grade
	Letter Grade

	( 90
	A

	< 90 but ( 80
	B

	< 80 but ( 70
	C

	< 70 but ( 60
	D

	< 60
	F


At my discretion, exam grades will be curved up (never down) so that the grade distribution is approximately 10% A’s, 20% B’s, 50% C’s, and 20% D’s and F’s.

5.
GRADING OF PROJECTS:  Letter grades with the following percentage equivalents will be assigned:

	A = 95%
	C = 75%

	A- = 91%
	C- = 71%

	B+ = 88%
	D+ = 68%

	B = 85%
	D = 65%

	B- = 81%
	D- = 61%

	C+ = 78%
	


6.
CLASS ATTENDANCE:  Class attendance is NOT required.  However, please note that I give lots of important handouts in class and that exams are based mostly on material covered in class.  If you must miss class, be sure that someone takes notes for you and gets important handouts.  In addition, class attendance is used to determine your final grade for the course if you are on the borderline between two grades.

CLASS CANCELLATION POLICY

From now on, if the weather is bad and you are wondering if THIS class will be held, call my office number (304-876-5434).  IF I AM CANCELLING CLASS, I will put a message on my voice mail saying so by 8:AM.  I will also try to e-mail the class.
READING LIST

Introduction – Aug. 18

TEXT, Ch. 1, especially “China’s Exchange Rate” (pp. 5 -7) and “Sovereign Wealth Funds” (pp. 7 – 9)
Balance of Payments – Aug. 20, 25, 27, Sept. 1

TEXT, Ch. 16 and Appendix E (pp. 681– 684)
Introduction to Exchange Rates and Foreign Exchange Markets– Sept. 3, 8, 10
TEXT, Ch. 17
Foreign Exchange Risk, Forward Markets, and Hedging – Sept. 15

TEXT, Ch. 18 (pp. 415 - 422)

**FIRST EXAM** 
SEPTEMBER 17
The Asset Approach to Exchange Rate Determination: Covered and Uncovered Interest Parity – Sept. 22, 24, 29

TEXT, Ch. 18 (pp. 422-end)

Exchange Rates in the Short-Run – Oct. 1
TEXT, Ch. 19 (pp. 441 - 448)

Government Policies toward Exchange Rates – Oct. 6, 8

TEXT, Ch. 20 (pp. 473-489)

Fall Break – Oct. 13

Discussion of Exchange Rate Project – Oct. 15

HANDOUTS

**EXCHANGE RATE PROJECT DUE** 
OCTOBER 27
The Simple Keynesian Model in the Open Economy – Oct. 20, 22, 27, 29

TEXT, Ch. 22 (pp. 545 – 555, 564 - 566)


HANDOUTS
**SECOND EXAM** 
NOVEMBER 3
No class – Thursday, November 5

Last day to drop a course – Friday, Nov. 6
The Money Market and Capital Flows in the Open Economy – Nov. 10, 12

TEXT, Ch. 22 (pp. 555 – 560) and HANDOUTS

Fiscal and Monetary Policy with Fixed Exchange Rates – Nov. 17

HANDOUTS

Fiscal and Monetary Policy with Flexible Exchange Rates – Nov. 19

HANDOUTS

Thanksgiving Recess – Nov. 24, 26
Currency Crises – Dec. 1

TEXT, Ch. 21 and HANDOUTS
The Choice of Foreign Exchange Regime – Dec. 3, 8

TEXT, Ch. 20 (pp. 489 - end), 25 (pp. 644 – end))

**THIRD EXAM**   TUESDAY, DECEMBER 15, 9:00 AM
