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International Macro and Finance, Summer 2024

Instructor: Steve Pak Yeung Wu

Objective

This is a 2 weeks mini second-year PhD course to introduce tools and topics in international macro field.
The main goal is to learn about some basic tools and recent debates in the literature to equip and motivate
students for further research.

We will split the course into three sections.

1) Introduction to small open economy models and recent topics
2) Introduction to two-country economy models and recent topics
3) Recent topics

In the first section, we will learn some basics of small open economy models which aims to understand
emerging economies. These include understanding their business cycles, sudden stops, sovereign debt
crisis, macroprudential policy, etc. In the second section, we will learn some basics of two-country
economy models, which is often used to describe the international dimension of advanced economies
(e.g.the US and Eurozone). These include understanding international portfolios, exchange rate dynamics,
international monetary system. We will look at both empirical patterns and also real and nominal models
of these economies.

In the last section, we will look at topics that do not rely on the two class of models. Tentative topics
include using |0 technique in international macro context.

Reference textbook

Martin Uribe Stephanie Schmitt-Grohe, “Open Economy Macro”
Homework

Write one referee reports for job market candidates in the field of international macro or macro this cycle
and one voluntary coding exercise.
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Timeline

Small open economy International Real Business Cycle models

Day1l Uribe, Schmitt-Grohe Ch1-Ch4

Day 2 Sovereign debt
Arellano (2008)
Financial dollarization
Céspedes, Chang, Velasco (2004)

Day 3 Private debt, externality, and macro-prudential policies
Bianchi (2011)

Two-country economy Exchange rates puzzles

Day 4 Itskhoki, Mukhin (2021), Obstfeld Rogoff (2000)

Financial intermediary and exchange rates

Maggiori (2021) handbook

Day 5 Convenience yield and exchange rates

Engel and Wu (2023), Jiang et al (2021)

Dominant currency paradigm

Gopinath et al (2020)

Recent topics 10 in international macro (Koijen and Yogo 2020), Redrawing
Day 6 capita flows (Coppola et al 2021), Country risk (Hassan et al 2021)
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Dominant currency paradigm
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Engel, C., & Wu, S. P. Y. (2023). Liquidity and exchange rates: An empirical investigation. The Review of
Economic Studies 90 (5), 2395-2438
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