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Spring 2004 Reading List
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Maurice Obstfeld
Classes will be held Mondays 10-12 A.M. in 639 Evans Hall.

Textbooks

The main texts for the course are:

Nelson C. Mark, International Macroeconomics and Finance (Blackwell
Publishers, 2001).

Maurice Obstfeld and Kenneth Rogoff, Foundations of Macroeconomics (MIT
Press, 1996).

Maurice Obstfeld and Alan M. Taylor, Global Capital Markets: Integration, Crisis,
and Growth (Cambridge University Press, 2004).

Topics and Additional Readings

Note: Many pre-2000 works are available at JSTOR. Elsevier journals are available online. Many
recent working papers or pre-publication versions of published works are at http://www.nber.org.

1. Traditional Macro Models and Monetary Policy

Dornbusch, Rudiger, "Expectations and Exchange Rate Dynamics," Journal of
Political Economy 84 (December 1976): 1161-76.

Engel, Charles, and Kenneth D. West, "Taylor Rules and the Deutschemark-

Dollar Exchange Rate," University of Wisconsin manuscript, September 2002.
http://www.ssc.wisc.edu/~cengel/WorkingPapers/engel.west. ISOM.pdf

Keynes, John Maynard, A Tract on Monetary Reform (Macmillan, 1923).

Krugman, Paul R., "Has the Adjustment Process Worked?" in International
Adjustment and Financing: The Lessons of 1985-1991, edited by C. Fred
Bergsten (Institute for International Economics, 1991).

Kouri, Pentti J. K., "Balance of Payments and the Foreign Exchange Market: A
Dynamic Partial Equilibrium Model," in Economic Interdependence and Flexible
Exchange Rates, edited by J. S. Bhandari and B. H. Putnam (MIT Press, 1983).

Mark, chapters 3, 8.


http://www.ssc.wisc.edu/~cengel/WorkingPapers/engel.west.ISOM.pdf

Mundell, Robert A., "A Theory of Optimum Currency Areas," American Economic
Review 51 (November 1961): 509-17.

Mundell, Robert A., "Capital Mobility and Stabilization Policy under Fixed and
Flexible Exchange Rates," Canadian Journal of Economics and Political Science
29 (November 1963): 475-85.

Obstfeld-Rogoff, chapters 8.1-8.2, 9.1-9.4.

Rogoff, Kenneth, "Dornbusch's Overshooting Model after 25 Years," IMF Staff
Papers 49 (Special Issue, 2002): 1-34.

2. New Open Economy Macroeconomics

Bowman, David, and Brian M. Doyle, "New Keynesian, Open-Economy Models

and Their Implications for Monetary Policy," International Finance Discussion

Papers 762, Board of Governors of the Federal Reserve System, March 2003.
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=392402

Chari, V. V., Patrick J. Kehoe, and Ellen McGrattan, "Can Sticky Price Models
Generate Volatile and Persistent Real Exchange Rates?" Review of Economic
Studies 69 (August 2002): 533-63.

Corsetti, Giancarlo, and Paolo Pesenti, "Self-Validating Optimum Currency
Areas," Working Paper 8783, National Bureau of Economic Research, February
2002.

Devereux, Michael B., and Charles Engel, "Monetary Policy in the Open
Economy Revisited: Price Setting and Exchange-Rate Flexibility," Review of
Economic Studies 70 (October 2003).

Devereux, Michael B., Charles Engel, and Peter E. Storgaard, "Endogenous
Exchange Rate Pass-Through When Nominal Prices Are Set in Advance,"
Working Paper 9543, National Bureau of Economic Research, March 2003.

Ghironi, Fabio, and Marc Melitz, "International Trade and Macroeconomic
Dynamics with Heterogeneous Firms," Boston College and Harvard University
manuscript, October 2003 (available at Economics 281 Spring 2004 homepage).

Lane, Philip, "The New Open Economy Macroeconomics: A Survey," Journal of
International Economics 54 (August 2001): 235-66.

Mark, chapter 9.

Obstfeld, Maurice, "International Macroeconomics: Beyond the Mundell-Fleming
Model," IMF Staff Papers 47 (Special Issue, 2001): 1-39.


http://papers.ssrn.com/sol3/papers.cfm?abstract_id=392402

Obstfeld, Maurice, and Kenneth Rogoff, "New Directions for Stochastic Open
Economy Models," Journal of International Economics 50 (Feb. 2000): 117-53.

Obstfeld-Rogoff, chapter 10.

3. International Macroeconomic Policy Coordination and Exchange Rates

Benigno, Gianluca, and Pierpaolo Benigno, "Price Stability in Open Economies,"
Review of Economic Studies 70 (October 2003).

Canzoneri, Matthew B., Robert E. Cumby, and Behzad T. Diba, "The Need for
International Policy Coordination: What's Old, What's New, What's Yet to Come?"

manuscript, Georgetown University, December 2001.
http:// www.georgetown.edu/faculty/cumbyr/papers/policycoordination.pdf

Canzoneri, Matthew B., and Dale W. Henderson, Monetary Policy in
Interdependent Economies (MIT Press, 1991).

Obstfeld-Rogoff, chapter 9.5.5.

4. Currency Crises

Calvo, Guillermo A., "Capital Flows and Capital-Market Crises: The Simple
Economics of Sudden Stops," Journal of Applied Economics 1 (November 1998):
35-54.

Chari, V. V., and Patrick J. Kehoe, "Hot Money," Journal of Political Economy
111 (December 2003): 1262-92.

Flood, Robert P., and Peter M. Garber, "Collapsing Exchange-Rate Regimes:
Some Linear Examples, " Journal of International Economics 17 (August 1984):
1-13.

Jeanne, Olivier D., Currency Crises: A Perspective on Recent Theoretical
Developments, Princeton Special Papers in International Economics 20, 2000.

Krugman, Paul R. "A Model of Balance-of-Payments Crises," Journal of Money,
Credit and Banking 11 (August 1979): 311-25.

Mark, chapter 11.

Morris, Stephen, and Bernardo Guimaraes, "Risk and Wealth in a Model of Self-

Fulfilling Currency Crises," Yale University manuscript, July 2003.
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=446580



http://www.georgetown.edu/faculty/cumbyr/papers/policycoordination.pdf
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=446580

Morris, Stephen, and Hyun Song Shin, "Unique Equilibrium in a Model of Self-
Fulfilling Currency Attacks," American Economic Review 88 (June 1998): 587-97.

Obstfeld, Maurice, "Models of Currency Crisis with Self-Fulfilling Features,"
European Economic Review 40 (April 1996): 1037-47.

Obstfeld, Maurice, and Kenneth Rogoff, "The Mirage of Fixed Exchange Rates,"
Journal of Economic Perspectives 9 (Fall 1995): 73-96.

Obstfeld-Rogoff, chapters 8.4, 9.5.

5. Macroeconomic Problems of Developing Countries

Agénor, Pierre-Richard, and Peter J. Montiel, Development Macroeconomics,
second edition (Princeton University Press, 1999).

Aghion, Philippe, Philippe Bacchetta, and Abhijit Banerjee, "A Corporate Balance

Sheet Approach to Currency Crises," manuscript, November 2001.
http://www.hec.unil.ch/deep/Textes/01.14.pdf

Caballero, Ricardo J., and Arvind Krishnamurthy, "International and Domestic
Collateral Constraints in a Model of Emerging Market Crises," Journal of
Monetary Economics 48 (December 2001): 513-48.

Calvo, Guillermo A., and Carmen M. Reinhart, "Fixing for Your Life," in Brookings
Trade Forum 2000, edited by Susan M. Collins and Dani Rodrik (Brookings
Institution, 2001).

Calvo, Guillermo A., and Carmen M. Reinhart, "Fear of Floating," Quarterly
Journal of Economics 117 (May 2002): 379-408.

Calvo, Guillermo A., and Frederic S. Mishkin, "The Mirage of Exchange Rate
Regimes for Emerging Market Countries," Working Paper 9808, National Bureau
of Economic Research, June 2003.

Chang, Roberto, and Andrés Velasco, "A Model of Financial Crises in Emerging
Markets," Quarterly Journal of Economics 116 (May 2001): 489-517.

Diaz-Alejandro, Carlos. F., "Good-Bye Financial Repression, Hello Financial
Crash," Journal of Development Economics 19 (September/October 1985): 1-24.

Dornbusch, Rudiger, "The Latin Triangle," in Keys to Prosperity (MIT Press,
2000).


http://www.hec.unil.ch/deep/Textes/01.14.pdf

Edwards, Sebastian, The Order of Liberalization of the External Sector in
Developing Countries, Princeton Essays in International Finance 156, 1984.

Eichengreen, Barry, and Ricardo Hausmann, "Exchange Rates and Financial
Fragility," in New Challenges for Monetary Policy (Federal Reserve Bank of

Kansas City Symposium Proceedings, 1999).
http://www.kc.frb.org/publicat/sympos/1999/S99e¢ich.pdf

Fischer, Stanley, "Distinguished Lecture on Economics in Government--
Exchange Rate Regimes: Is the Bipolar View Correct?" Journal of Economic
Perspectives 15 (Spring 2001): 3-24.

Krugman, Paul R. "Balance Sheets, the Transfer Problem, and Financial Crises,"
in International Finance and Financial Crises: Essays in Honor of Robert P.
Flood, Jr., edited by Peter Isard, Assaf Razin, and Andrew K. Rose (Kluwer
Academic Publishers, 1999).

McKinnon, Ronald I., and Huw Pill, "Credible Liberalizations and International
Capital Flows: The 'Overborrowing Syndrome'," in Financial Deregulation and
Integration in East Asia, edited by Takatoshi Ito and Anne O. Krueger (University

of Chicago Press, 1996).
Velasco, Andrés, "Financial Crises and Balance of Payments Crises: A Simple

Model of the Southern Cone Experience, " Journal of Development Economics
27 (October 1987): 263-83.

6. Exchange Rate Target Zones

Krugman, Paul R., "Target Zones and Exchange Rate Dynamics," Quarterly
Journal of Economics 106 (August 1991): 669-82.

Mark, chapter 10.

Obstfeld-Rogoff, chapters 8.5-8.6.

Obstfeld, Maurice, Jay C. Shambaugh, and Alan M. Taylor, "Monetary
Sovereignty, Exchange Rates, and Capital Controls: The Trilemma in the
Interwar Period," IMF Staff Papers (Special Issue, 2004), forthcoming.

7. Financial Integration, Globalization, and World Income

Acemoglu, Daron, Simon Johnson, and James R. Robinson, "Reversal of

Fortune: Geography and Institutions in the Making of the Modern World Income
Distribution," Quarterly Journal of Economics 117 (November 2002): 1231-94.


http://www.kc.frb.org/publicat/sympos/1999/S99eich.pdf

Acemoglu, Daron, and Jaume Ventura. "The World Income Distribution,"
Quatrterly Journal of Economics 117 (May 2002): 659-94.

Easterly, William, The Elusive Quest for Growth (MIT Press, 2001).
Eichengreen, Barry, Globalizing Capital (Princeton University Press, 1996).

Fischer, Stanley, "Globalization and Its Challenges," American Economic Review
93 (May 2003): 1-30.

Gourinchas, Pierre-Olivier, and Olivier D. Jeanne, "The Elusive Gains from
International Financial Integration," Working Paper 9684, National Bureau of
Economic Research, May 2003.

Jones, Charles I., "On the Evolution of the World Income Distribution," Journal of
Economic Perspectives 11 (Summer 1997): 19-36.

Matsuyama, Kiminori, "Financial Market Globalization, Symmetry-Breaking, and
Endogenous Inequality of Nations," Northwestern University manuscript,
December 2002. http://www.faculty.econ.northwestern.edu/faculty/matsuyama/GLB-INEQDec02.pdf

Obstfeld, Maurice, "International Capital Mobility in the 1990s," in Understanding
Interdependence: The Macroeconomics of the Open Economy, edited by Peter
B. Kenen (Princeton University Press, 1995).

Obstfeld-Rogoff, chapter 7.
Obstfeld-Taylor.

Parente, Stephen L., and Edward C. Prescott, Barriers to Riches (MIT Press,
2000).

Prasad, Eswar, Kenneth Rogoff, Shang-Jin Wei, and M. Ayhan Kose, Effects of
Financial Globalization on Developing Countries: Some Empirical Evidence,

International Monetary Fund Occasional Paper 220, September 2003.
http://www.imf.org/external/np/res/docs/2003/031703.htm

Rodrik, Dani, Arvind Subramanian, and Francesco Trebbi, "Institutions Rule: The
Primacy of Institutions over Geography and Integration in Economic
Development," Working Paper 9305, National Bureau of Economic Research,
November 2002.

Sachs, Jeffrey D., "Institutions Don't Rule: Direct Effects of Geography on Per
Capita Income," Working Paper 9490, National Bureau of Economic Research,
February 2003.
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