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	1. Title of Subject


	Economics of International Finance

	2. Subject Code


	BIF2074

	3. Status of Subject


	Major

	4. Stage
	Degree



	5. Version
	Date of Previous Version: - 

Date of Current Version: May 2006



	6. Credit Hour

LAN Credit Hours Equivalent
	3



	
	3



	7. Pre-Requisite


	BEC1044 Macroeconomics

	8. Teaching staff (Proposed)
	TBA

	9. Semester


	Second (Gamma) Year, Trimester 3 

	10. Objective of Subject


	To explore the important theories and current issues of International finance at undergraduate level. Special focus will be given to the balance of payment theories, exchange rate determination and open-economy macroeconomic policies.



	11. Learning Outcome

of Subject


	At the completion of the subject, students should be able to perform the following tasks:

· Understand the international financial system

· Understand the application of default risk and exchange risk in international financial markets.

· Understand the balance of payment equilibrium theories

· Understand the exchange rate determination theories

· Understand the internal and external macroeconomic equilibrium

· Understand the Mundell-Fleming framework and its application of policy adjustments in open-economy macroeconomics



	
	Programme Outcomes
	% of contribution

	
	· Ability to understand economic data/issues and apply economic reasoning


	40

	
	· Ability to conduct research and contribute to knowledge creation


	30

	
	· Ability to develop a global perspective, analytical mind supported by foreign language competency and entrepreneur cum leadership skill


	15

	
	· Capability to work independently or with others and communicate effectively
	15

	
	Assignment
	· Written Report and Presentation
	30%

	
	Mid term Test


	· Written exam
	20%

	
	Final Exam


	· Written exam
	50%

	13. Details of subject


	Topics Covered
	Hours

	
	The Foreign Exchange Market and Regime

Exchange rate Definition

Spot exchange market and swap transactions

Digression on speculation

Various Exchange rate regimes

Euro currency and European Union


	6

	
	The Balance of Payments Theories

Balance of Payments Accounting

Surplus and deficits of current account / capital account

Elasticity Approach to BOP

Absorption Approach to BOP

Monetary Approach to BOP

Trade Balance and J-curve


	9

	
	Exchange Rate Determination

Purchasing Power Parity condition

Uncovered Interest Parity condition

Monetary Approach to Exchange Rate determination

Portfolio Balance Approach to Exchange Rate determination


	12

	
	Open-Economy Macroeconomics and Policy Coordination

Mudell-Fleming Framework

Monetary and fiscal policies for external and internal balances

Portfolio equilibrium in an open economy

Game theory and gains from policy coordination
	9

	
	International Financial Crises

Short term capital movement and speculation activities

Long term capital movement and economic growth

Indebtedness, external balance and exchange rate stability

Management of financial crises, 1982-2002
	6

	14. Teaching and

Learning Activities
	This subject will be delivered using the following means:
· Lecture Hours = 42

· Supervised Tutorial Hours = 0

               Total Contact Hours = 42


	

	15.  Laboratory
	Not applicable
	

	16. Reading Materials
	Text
	1. Pilbeam, K. (2006) International Finance (3rd Edition) Palgrave Macmillan, New York.

2. Giancarlo, G. (2001) International Finance and Open-Economy Macroeconomics. Springer Verlag



	
	Reference (s)
	1. Krugman, P. R. and Obstfeld, M. (2003) International Economics: Theory and Policy (6th Edition). Pearson Education: Boston.

2. Husted, S. and Melvin, M. (2004) International Economics (6th Edition). Pearson-Addison-Wesley: Boston.

3. Pugel, T.A. (2004), International Economics (12th Edition). McGraw-Hill: New York.

4. Fauzias, Mat Nor (2000) Understanding International Finance, Prozas Trading & Services Sdn Bhd, Malaysia
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