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Course Syllabus 
 
 
Course Objetives: 
 
This course seeks to introduce international finance concepts and models and discuss their 
implications on financial stability and economic growth in open economies. Students will 
be encouraged to use their analytical skills to critically assess policy measures in the 
international finance arena and formulate sound policy recommendations themselves. The 
course has a clearly empirical focus, and descriptive and econometric evidence from both 
developed countries and developing countries will be discussed throughout the classes, in 
many cases to defy common knowledge in policy circles. In addition, current events will be 
used as a trigger for the application of ideas and/or data introduced in class. 
 
 
Contact Information: 
 
My office is located in Room 19 B, David Kinley Hall. My email (and preferred contact) is 
ricardo.bebczuk@gmail.com (with copy to bebczuk@illinois.edu). I will respond to your 
emails promptly, and will be accessible to answer questions throughout the semester. My 
regular office hours are Wednesday from 10 to 11AM but you may set up appointments to 
meet with me, when possible, at other times. 
 
 
Grades 
 
Midterm – 35 % 
Final – 50% 
Homeworks – 15% 
 
The final average score is the weighted average of all 3 items. 
 
 
Homeworks 
 
During the semester there will be 4 group homeworks (with groups of up to 3 students). 
These assignments will review the material discussed in class, and the main purpose is to 
help you prepare for the midterm and final exams. Assignments will be graded on an 
overall pass/fail basis.  
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Texts 
 
Given the broad and policy-oriented scope of the course, there is no required text for this 

class, but the following are suggested textbooks: 

 

Obstfeld M. and K. Rogoff (1996), Foundations of International Economics, MIT Press. 
 

Schmitt-Grohé S. and M. Uribe (2014), International Macroeconomics, unpublished manuscript, 

Columbia University. Downloadable at http://www.columbia.edu/~mu2166/UIM/notes.pdf (already 

included in your folder). 

Sachs J. and F. Larrain (1993), Macroeconomics in the Global Economy, Prentice Hall.  
 

Please notice that these textbooks do not cover all the topics nor follow necessarily the 

same approach of the course, but in some cases you will find them quite useful. If you are 

familiar with comparable standard textbooks by other authors, please feel free to use them 

as well. 

Class lectures are required reading, in the same way that selected sections of the papers in 

the readings folder (see below). These papers will be made available online, as explained 

next. Needless to say, given the course approach, attendance and attention in class (plus 

participation through questions and comments) are critical for your grasping of the material 

and your performance on this course. 

 

Course Materials 

Class lectures, homeworks and other class announcements will be e-mailed to your 

@illinois.edu account. Papers will be made available through a Dropbox link. You may 

want to download this program free of charge from www.dropbox.com.  
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List of Topics 
 
1. International finance: Basic concepts. Goals and instruments. Key quantities and prices 

in international finance analysis. The balance of payments. Flows and stocks. 
Application: Global imbalances. 
 

2. Modelling the current account (I). The elasticities approach. The nominal and real 
exchange rate. The TNT model. Empirical elasticities. Additional caveats. 

 

3. Modelling the current account (II). The intertemporal approach. The interest rate: 
determination and effects. Empirical evidence on saving and investment drivers. 

 

4. Modelling the current account (III). The portfolio approach.  
 

5. Connecting the three current account approaches. 
 

6. Tests of capital mobility (I). The interest rate parity test. 
 

7. Tests of capital mobility (II). The home bias test. 
 

8. Tests of capital mobility (III). The risk sharing test. 
 

9. Tests of capital mobility (IV). The marginal product equalization test. 
 

10. Tests of capital mobility (V). The Feldstein-Horioka test. 
 

11. Types of capital flows. Foreign direct investment, portfolio flows and debt flows.  
 

12. Financial integration, sovereign debt, financial stability, and crises. 
 

13. Financial integration and economic growth. 
 

14. Capital controls. 
 


