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Class Description:
:

An introduction to exchange rates, global macroeconomics, international monetary systems.  In this course you will be introduced to the international macro economics of exchange rates and optimum currency areas.  The focus of the course will be on comparing and contrasting the United States as a monetary union with that of the newly created European Monetary Union.  We will discuss the economic requirements of an optimum currency area, while drawing connections and parallels to the Maastricht treaty. We will also discuss the likelihood of continued success for the Euro and the countries of the Euro Area.
Class Outline and Additional Readings (tentative and subject to change)

Required Text:

Grauwe, P. d. (2007). Economics of Monetary Union (7th ed.). Oxford ; New York: Oxford University Press.

http://www.amazon.com/Economics-Monetary-Union-Paul-Grauwe/dp/0199297800/ref=pd_bbs_sr_1/103-2311767-3931064?ie=UTF8&s=books&qid=1193063830&sr=8-1
http://www.oup.com/us/catalog/general/subject/Economics/International/?view=usa&ci=9780199297801
Multimedia: http://www.cepr.org/press/audio/P178/
Week 1:

Some Basic Macro Review

GDP and Aggregate Expenditure Model


IS/LM


AD/AS Model

Supply and Demand



Exchange Rates



Exchange Rate Regimes

Nixon ends Bretton Woods

Multimedia: http://video.google.com/videoplay?docid=711910541487244229&q=euro+currency&total=575&start=0&num=10&so=0&type=search&plindex=0
Costs and Benefits of Monetary Union 

The Costs of a Common Currency 
Required Readings: Grauwe Chapter 1

The Theory of Optimum Currency Areas: A Critique 
Required Readings: Grauwe Chapter 2

The Benefits of a Common Currency 
Required Readings: Grauwe Chapter 3

Week 2 

Costs and Benefits Compared Theory of Optimum Currency Areas

Required Readings: Grauwe Chapter 4

Recommended Reading:
Costs and Benefits of Monetary Union continued…
Optimal Currency Areas Case Studies: Is the Enlarged European Union an Optimal Currency Area? Is Latin America an Optimal Currency Area? 

Required Readings: Grauwe Chapter 5

Midterm Exam April 23 2008
Monetary Union 


Monetary History of EU Areas



EMS



Maastricht Treaty


Monetary History of the US.



Free Banking



Political Economy

Incomplete Monetary Unions: The European Monetary System, Dollarization 

Required Readings: Grauwe Chapter 6

Multimedia: http://video.google.com/videoplay?docid=711910541487244229&q=euro+currency&total=575&start=0&num=10&so=0&type=search&plindex=0
The Transition to a Monetary Union: Problems of Transition in Central Europe, Problems of Transition of the UK 
Required Readings: Grauwe Chapter 7

Week 3 

Multimedia: http://video.google.com/videoplay?docid=711910541487244229&q=euro+currency&total=575&start=0&num=10&so=0&type=search&plindex=0
The European Central Bank 
Required Readings: Grauwe Chapter 8

Monetary Policy in Euroland 
Required Readings: Grauwe Chapter 9

Fiscal Policies in Monetary Unions 
Required Readings: Grauwe Chapter 10

The Euro and Financial Markets
Required Readings: Grauwe Chapter 11

Recommended Reading
Final Exam: May 7th 2008
Paper and Debate May 7th 2008
Additonal References

Cesarano, F. (2006). The Origins of the Theory of Optimum Currency Areas (Vol. 38, pp. 711-731).

Frankel, J. A., & Rose, A. K. (1998). The Endogeneity Of The Optimum Currency Area Criteria. Economic Journal, 108(449), 1009-1025.

Grauwe, P. d. (2007). Economics of Monetary Union (7th ed.). Oxford ; New York: Oxford University Press.

Mundell, R. A. (1997). Currency areas, common currencies, and EMU. American Economic Review, 87(2), 214.

Course Requirements and Grading (a.k.a. How I will assess your progress towards the above goals)

There will be 1 midterms and 1 final exam, each equally weighted.  I will also give some problems sets throughout the class.  The class will also require a paper (see below) worth the equivalent of an exam.
The point break down is as follows.

Midterm  

200

25%

Final Exam

200

25%

Paper


200

25%

Presentations

200

25%

Total


800

100%
Project:
Write an 8-10 page paper on the following subject: Will the Euro area still be around in 20 years?  Which countries will be around, which will have left, which may have joined? Why?  Your paper should provide evidence for your arguments.  The evidence should be based on the conditions of optimum currency areas that we discuss in class.  The paper should be typed, double spaced with graphs (appended if appropriate) and a reference page.
Workload

This short course is 15 classes long and will be hectic the entire time.  Each class is equivalent to a normal school week.  Many, if not most of you have other things you’ll like to do here besides working on this class.  I realize it.  In recognition of the difficulties, I have made every effort to smooth out the work that I assign you.  It is up to you to manage your time, be careful and make the right decisions.  Regardless of how you decide to use your time, realize that it is your choice to be in this class, so come prepared.  

Group work

Group work is often a mixed bag, providing both impediments to learning and opportunities that could not be created elsewhere.  It is certainly challenging, but little else will prepare you for what you’ll face in the “real” world.  We will spend time working on improving your group skills.

In my eighth year I commenced learning Latin, in conjunction with a younger sister, to whom I taught it as I went on, and who afterwards repeated the lessons to my father; from this time, other sisters and brothers being successively added as pupils, a considerable part of my day's work consisted of this preparatory teaching. It was a part which I greatly disliked; the more so, as I was held responsible for the lessons of my pupils, in almost as full a sense as for my own: I, however, derived from this discipline the great advantage, of learning more thoroughly and retaining more lastingly the things which I was set to teach: perhaps, too, the practice it afforded in explaining difficulties to others, may even at that age have been useful. 

- John Stuart Mill, Autobiography

On the importance of studying and understanding economics…

The ideas of economists and political philosophers, both when they are right and when they are wrong, are more powerful than is commonly understood.  Indeed the world is ruled by little else.  Practical men, who believe themselves to be quite exempt from any intellectual influences, are usually the slaves of some defunct economist.  Madmen in authority, who hear voices in the air, are distilling their frenzy from some academic scribbler of a few years back…. But, soon or late, it is ideas, not vested interests which are dangerous for good or evil.






- John Maynard Keynes The General Theory
But the honest truth is that what drives me as an economist is that economics is fun. I think I understand why so many people think that economics is a boring subject, but they are wrong. On the contrary, there is hardly anything I know that is as exciting as finding that the great events that move history, the forces that determine the destiny of empires and the fate of kings, can sometimes be explained, predicted, or even controlled by a few symbols on a printed page. We all want power, we all want success, but the ultimate reward is the simple joy of understanding.






- Paul Krugman Princeton University
The Fine Print from my home institution at the University of Wisconsin – La Crosse:

CAVEAT EMPTOR

My new research agenda has taken me to new places, places where few economists venture.  I am actively researching the economics of adult entertainment and sex.  I mention this because I will include or reference my research where appropriate.  I do believe I do this in an extremely professional manner, but others may disagree.  I hope that you can also participate in a mature fashion.  If you are offended by such conversation I first suggest reading this quote from John Maynard Keynes:

Words ought to be a little wild, for they are the assaults of thoughts on the unthinking.

I’m not sure talking about porn and strippers is what Keynes had in mind, but it is one way I interpret that wonderful quote.  If you have concerns at anytime about my references or applications in class I would appreciate you contacting me, either in person or via email.  
CBA Mission Statement

The College of Business Administration provides an educational experience that fosters the professional, academic and personal development of its students, staff and faculty.  Our learning environment centers on a commitment to quality teaching and learning, substantial student-faculty interaction, and global engagement.  Faculty, administration and students will engage in scholarly activity, provide service to the university and broader community, and exhibit high integrity and ethics in the conduct of our own work and in our curriculum.

A note from Disability Resource Services

Any student with a documented disability (e.g., physical, learning, psychiatric, vision, or hearing, etc.) who needs to arrange reasonable accommodations must contact the instructor and the Disability Resource Services office (165 Murphy Library) at the beginning of the semester. Students who are currently using the Disability Resource Services office will have a copy of a contract that verifies they are qualified students with disabilities who have documentation on file in the Disability Resource Services office.
UWS 14.01 STATEMENT OF PRINCIPLES: The Board of Regents, administrators, faculty, academic staff, and students of the University of Wisconsin system believe that academic honesty and integrity are fundamental to the mission of higher education and of the University of Wisconsin System. The University has a responsibility to promote academic honesty and integrity and to develop procedures to deal effectively with instances of academic dishonesty. Students are responsible for the honest completion and representation of their work, for the appropriate citation of sources, and for respect of others' academic endeavors. Students who violate these standards must be confronted and must accept the consequences of their actions. 

http://www.uwlax.edu/StudentLife/uws14.html
“UWS 14.03 ACADEMIC MISCONDUCT SUBJECT TO DISCIPLINARY ACTION.

(1) Academic misconduct is an act in which a student: 
(a) Seeks to claim credit for the work or efforts of another without authorization or citation; 
(b) Uses unauthorized materials or fabricated data in any academic exercise; 
(c) Forges or falsifies academic documents or records; 
(d) Intentionally impedes or damages the academic work of others; 
(e) Engages in conduct aimed at making false representation of a student's academic performance; or 
(f) Assists other students in any of these acts. 
