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Course Objectives: 
 
Wondering what determines the exchange rate between say, the Chinese Yuan and the 
US dollar? The effect of supply chain backlogs? Trade wars? Movements in capital flows? 
Can you make money by investing in say, a Japanese bond instead of a U.S. bond? In this 
course we will study these questions and more. We will examine the relationship among 
macroeconomic variables such as the balance of payments, the current account, and the 
capital account, across nations. We will also study how international financial variables 
such as exchange rates and interest rates affect macroeconomic variables such as GDP, 
trade balance, and financial flows. We will also cover important current policy issues such 
as the effects of diplomatic relations on trade, and the consequences of trade wars on 
economic activity. 
 
Textbook: 
 
Robert Feenstra and Alan Taylor. International Macroeconomics. Fifth Edition. 2021. 
https://www.macmillanlearning.com/college/us/product/International-
Macroeconomics/p/1319218423 
 
Grading: 
 
We will have two midterms (30% each) and a final exam (40% of course grade). Class 
participation will be used to bump up scores in borderline cases. This will ensure that you 
have an incentive to contribute to class discussions frequently. However, it is important 
to stress that simply attending lectures does not constitute active participation. You need 
to actively participate, which you can do by asking questions or offering observations 
about the class topics. 
 
Honor Code 
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The GMU Honor code will be strictly enforced in this class. Any student caught violating 
or attempting to violate any of the code provisions will be reported to the Honor 
Committee. It is ultimately your responsibility to read and understand what the Honor 
Code entails. In case you do not, I strongly urge you to read it. It is available online 
(https://oai.gmu.edu/mason-honor-code/). 
 
Important dates 
 
Last Day to Add (Full-Semester Course) August 30, 2021 
Unrestricted withdrawal period (Full-Semester Course) Sept 15 to September 27, 2021 
Selective Withdrawal Period (Full-Semester Course) September 28 – October 27, 2021 
 
Students with disabilities 
 
If you are a student with a disability and need academic accommodations, please contact 
the Office of Disability Services (https://ds.gmu.edu/). All academic accommodations 
must be arranged through that office. You should also contact me to let me know that 
you have arranged accommodations through that office. 
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Course Organization: Topics and Readings 
Introduction:  
What is this course all about? What is globalization? How is it changing these days? 
Reading: Chapter 1. The Global Macroeconomy 
 
Models of exchange rate determination: 
How are exchange rates determined in theory? How are they determined in practice? 
Can you make money by investing in “undervalued” currencies? 
Readings: 
Chapter 2. Introduction to Exchange Rates and the Foreign Exchange Market 
Chapter 3. Exchange Rates I: The Monetary Approach in the Long Run 
Chapter 4. Exchange Rates II: The Asset Approach in the Short Run 
 
Balance of Payments, Current account, and the Financial Account: 
What is the balance of payments? The current account? The financial account? How are 
they determined? 
Readings: 
Chapter 5. National and International Accounts: Income, Wealth, and the Balance of 
Payments 
 
Models of Current account determination in the short run and the long run: 
How is the trade balance determined? Does the exchange rate matter? 
Readings: 
Chapter 6. Balance of Payments I: The Gains from Financial Globalization 
Chapter 7. Balance of Payments II: Output, Exchange Rates, and Macroeconomic Policies 
in the Short Run 
  
Applications: 
Is it better to have a fixed exchange rate? Gold standard? A currency union? Or a 
floating exchange rate? 
Readings: 
Chapter 8. Fixed Versus Floating: International Monetary Experience 
 
What is a balance of payment crisis? Can it be avoided? 
Readings: 
Chapter 9. Exchange Rate Crises: How Pegs Work and How They Break 
 
Current Policy Issues: 
What are the consequences of trade wars? How international relations impact trade? 
What is the future of US-China trade relations? 
Readings: Class notes. 
 


