
 August 29, 2018 

API-120: Advanced Macroeconomics for the Open Economy, Fall 2018 

 

Harvard Kennedy School 

 

Course Syllabus: prospectus, outline/schedule and readings 
 

Staff: Professor:    Jeffrey Frankel      Littauer 217. jeffrey_frankel@harvard.edu. 
 Faculty Assistant: Minoo  Ghoreishi Belfer 510A.    (617) 384-7329. 

Teaching Fellow:  Thomas Moatti 
Course Assistants:       Munmun Biswas, Maria Lucia Flores and Thebe Tsatsimpe.  

Times:    Lectures:    Mondays and Wednesdays, 2:45-4:00 pm, in Starr Auditorium.1  

    Review Sessions:  Fridays:  reviews at 8:45 am and 10:15 in L230.2  
        Final exam:   Friday, Dec. 14, 2:00-5:00 pm.    
 

Course Description: This course is the first in the two-course sequence on Macroeconomic Policy in the 
MPA/ID program. It particularly emphasizes the international dimension. The general perspective is that of 
developing countries and other small open economies, defined as those for whom the terms of trade are 
determined on world markets and for whom foreign income, inflation and interest rates can also be taken as 
given. The focus is on monetary, fiscal, and exchange rate policy, and on the determination of the current 
account balance, national income, and inflation. Models of devaluation include those where the price of 
internationally traded goods in terms of non-traded goods is central. A theme is the implications of increased 
integration of global financial markets. Another is countries’ choice of monetary regime, especially the 
degree of exchange rate flexibility. There will be applications to the problems of commodity-exporting 
countries, among other topics.  (Such topics as exchange rate overshooting, speculative attacks, portfolio 
choice and debt crises will be covered in the first half of API 119.) 

 

Nature of the approach:  The course is largely built around analytical models. Although real-world examples 
will appear throughout, the course will rely heavily on theoretical and econometric analysis, as is customary 
in economics classes. This is not an appropriate course for students who want some basic exposure to open-
economy macroeconomics. It requires sustained immersion in relevant economic theory, and will not present 
a primarily descriptive or historical approach. Having said that, the course largely leaves to the latter half of 
the successor course, API 119, the mathematical derivation of behavioral equations from first principles of 
individuals’ optimization of intertemporal utility.  
 

Who is expected to take the course: This course, like Advanced Macroeconomics for the Open Economy II 
(API 119), is a required component of the MPA / International Development sequence. It is envisioned that a 
typical student might one day be making policy recommendations or decisions in a central bank or economics 
ministry or an international financial institution, but first needs training at a high level of intellectual rigor. In 
addition to MPA/ID students, a very few other students are sometimes admitted by permission of instructor 
– for example, someone who has taken BGP-620 and done well in it, and who in addition is comfortable with 
calculus and the other mathematical tools that distinguish the MPA/ID curriculum.  
 

Required tools: Besides macroeconomics, some knowledge of basic microeconomics and international 
economics is presumed. Analytical tools to be used include especially calculus.  

                                                 

1/ 1st  lecture: Wed., Sept.5,  2nd  lecture Friday, Sept. 7.  
2/ On weeks when Problem Sets are due (on Thursdays) we also plan review sessions in advance: probably Tuesdays, 4:15-5:30. 
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Grading:  Problem sets 25% (eight of them), mid-term exam 25%; final exam 50%.  

 

Problem Set            Due date (10:10 a.m.        Special problem set review sessions 
                      in the MPA/ID drop box)                 (normally 4:15-5:30 in R304) 

   
1.    Thurs., Sept. 13    Tues., Sept 11  
2.    Thurs., Sept.20    Tues., Sept 18 
3.    Thurs., Sept.27   Tues., Sept 25 
4.                                                 Thurs., Oct. 4   Tues., Oct 2  
5.      Monday, Oct. 15    

6.                                                 Thurs., Nov.  8   Tues., Nov. 6 
7.    Thurs, Nov. 29   Tues. Nov. 27 
8.    Thurs., Dec. 6    Tues., Dec.4 

 
Please check the dates of the midterm and final exams. If you cannot take the exams, do not take the 
course.  
 

You are urged to read the Academic Code: 
 www.hks.harvard.edu/var/ezp_site/storage/fckeditor/file/pdfs/degree-programs/registrar/academic_code.pdf 
 

 

 
Readings:   

 

For most lectures, there is a single triple-starred reading that students are required to 
read in advance of the lecture.  You may be called on in class to answer a question based on the 
reading.  

Readings are either scholarly articles, short news media stories, or textbook chapters. 
The main textbook is the second half of World Trade and Payments, R. Caves, J. Frankel, & R. 
Jones (10th edition, Addison-Wesley Longman, 2007), which is abbreviated WTP on the reading 
list. Chapters available on canvas course site, plus some copies are on reserve at HKS library. 

For lectures 7 and 10-13 [Money & Inflation], the text is “Monetary Policy,” Chapter 12, 
of David Romer’s Advanced Macroeconomics, 5th ed., McGraw Hill, 2019, or Chapter 10 in the 
4th ed., 2012.  (Romer is also the text for the 2nd half of API119, Macro II.)  
 

Textbooks for further background:   Most students will have already studied basic or 
intermediate macroeconomics. The necessary pre-requisite background in macroeconomics at 
a basic level is represented by Greg Mankiw, Macroeconomics, e.g., 9th ed. (Worth: NY), 2015.  

At a considerably more advanced level than WTP, the recommended text is Maurice 
Obstfeld and Kenneth Rogoff, Foundations of International Economics (MIT Press, 1996).  

  

http://www.hks.harvard.edu/var/ezp_site/storage/fckeditor/file/pdfs/degree-programs/registrar/academic_code.pdf
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API-120: Macroeconomic Policy Analysis I 

Prof. Jeffrey A. Frankel, Harvard Kennedy School 

 

Topics and schedule:        

Tentative due dates 
for Problem Sets: 

I. REVIEW OF BASIC MACRO CONCEPTS 

 

1. (9/5) GDP accounting 
2. (9/7) Balance of payments accounting & the National Saving identity 
3. (9/10) The traditional Keynesian multiplier model 

 
II.  DEVALUATION AND THE TRADE BALANCE  
4. (9/12) Pricing & the Marshall-Lerner condition          _ PS 1 due 9/13 

5. (9/17) The trade balance in practice.          
   

III. THE MUNDELL-FLEMING MODEL 
6. (9/19)  The Mundell-Fleming model with a fixed exchange rate      _ PS 2 due 9/20 
7. (9/24)  Monetary policy at the Zero Lower Bound 
8. (9/26)  Mechanisms of adjustment:  Reserve flows and exchange rate changes              _  PS 3 due 9/27  
9. (10/1) The model with a floating rate & perfect capital mobility; The Impossible Trinity.   

            

IV.  INFLATION 
10. (10/3) Aggregate Demand and Aggregate Supply      __ PS 4 due 10/4 

        [10/8 Columbus Day holiday] 
11. (10/10) Inflation and the rational expectations hypothesis                     
12. (10/15) Dynamically inconsistent monetary policy vs. monetary rules                       __PS 5 due 10/15              
13. (10/17) Seigniorage and hyperinflation     
14. (10/22)       MIDTERM EXAM          

15. (10/24) Application:   Macro policy in China #I (2004-11).    

                                   

V. INTEGRATION OF GOODS MARKETS     

16. (10/29) Trade.  Does PPP hold empirically?  Speed of adjustment.   
17. (10/31) Barriers to integration.   

18. (11/5) Nontraded goods and Balassa-Samuelson relationship.    
 

VI. SMALL OPEN ECONOMIES 
19. (11/7)  Devaluation in small countries                                                            __ PS 6 due11/8  

        [11/12 Veterans Day holiday]  

                                   

20. (11/14)  The Salter-Swan model featuring nontraded goods       
? 

21. (11/19)  EM crises: Sudden stops, currency mismatches & contractionary devaluation  
          [11/21-11/25 Thanksgiving  holiday]    

22. (11/26)  Dutch Disease   
                [possible optional lecture: The Natural Resource Curse]   

 

VII. EXCHANGE RATE REGIMES 

23. (11/28)  Classification; Pros and cons of fixed vs. floating Rates                             __ PS 7 due 11/29   
24. (12/3)   Optimum Currency Areas & currency unions.                          
25. (12/5)    More on EM currency crises                             __ PS 8 due 12/6 

                [possible optional lecture: Macro policy in China #2] 
 

       Friday, Dec. 14,  2:00-5:00 pm.      FINAL EXAM   
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API-120: Macroeconomic Policy Analysis I 

Prof. Jeffrey A. Frankel, Harvard Kennedy School 

 
 

READING ASSIGNMENTS 

*   =  required reading, available online, when possible  
**  = required strongly,  available online, when possible  
*** = required strongly to read before lecture.  You may be called upon. 
[    ] = background readings 

 
 
I  REVIEW OF MACROECONOMIC CONCEPTS   
 
1. (9/5) GDP accounting 

 

       Paul Krugman, 1994, “The Myth of the Asian Miracle,” Foreign Affairs, 73, 6, Nov., 62-78. ** 
 
2. (9/7) Balance of payments accounting and the National Saving identity 

 

       Caves, Frankel & Jones, World Trade and Payments (WTP), 2007, Chapter 15 & 17.2 *** 
      “China Concerns: Tourism deficit leaves current account vulnerable to trade shock,” 
Financial Times, June 14, 2018. ** 
       “Pakistan’s economy: In need of re-stitching,” The Economist, June 16, 2018.   * 
 
  
3. (9/10) The Keynesian multiplier model 
 
 Caves, Frankel and Jones WTP, 2007, Chapter 17.1 & 17.3. *** 
 M.Bussière, et al, 2013, "Estimating Trade Elasticities: Demand Composition and the 
Trade Collapse of 2008-2009," AEJ: Macroec. 5, 3, July, 118-51. NBER WP 17712. VoxEU 
Summary, 2012. 

 
 

 

II. DEVALUATION AND THE TRADE BALANCE 
 
4. (9/12) The Marshall-Lerner condition  

 

  Caves, Frankel & Jones, WTP, 2007, Chapter16 & Supplement, pp. S43-S44.         *** 
 

5. (9/17) The trade balance in practice. 

 

Jaime Marquez, 2002, “Income and Price Effects of Asian Trade,” in his Estimating Trade 
Elasticities (Kluwer, Boston), pp. 91-97.            *** 

 
 

http://www.pairault.fr/documents/lecture3s2009.pdf
https://www.ft.com/content/a7944958-6e47-11e8-92d3-6c13e5c92914
https://www.economist.com/asia/2018/06/14/pakistan-faces-a-currency-crisis.-who-will-help
http://www.aeaweb.org/atypon.php?return_to=/doi/pdfplus/10.1257/mac.5.3.118
http://www.nber.org/papers/w17712
http://www.voxeu.org/article/understanding-great-trade-collapse-2009
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III. THE MUNDELL-FLEMING MODEL 
 
6. (9/19)  Mundell-Fleming model of monetary & fiscal policy with a fixed exchange rate  

 

Caves, Frankel and Jones WTP, 2007, Chapters  22.1-22.3,       *** 
[For background: WTP Chapter 18.  Also Romer, Chapter 6.1] 
Ethan Ilzetzki, Enrique Mendoza & Carlos Vegh, 2013, “How Big (Small?) Are Fiscal 

Multipliers?” J.Mon.Ec. 60, 2, 239-54.  NBER WP 16479 or IMF WP 1152.     Summary NBER 
Digest, 2011.   * 
       “A stimulating question: Can emerging economies now afford counter-cyclical policies?”  
The Economist, Dec. 13, 2008, p. 90.  * 
       “Argentine businesses battle to survive 40% interest rates,” Fin. Times, June 11, 2018. ** 
  

7. (9/24)   Monetary Policy at the Zero Lower Bound 

 

      Romer’s Advanced Macroeconomics, Chapter 12.2 & 12.7 in 5th ed. ** 
 

 

8. (9/26) Mechanisms of adjustment:  Reserve flows and exchange rate changes  

 

Caves, Frankel and Jones WTP, 2007, Chapters 19.1, 22.4-22.7.         ***   

 

 “Hot money flows into Argentine peso spook President Macri,” Fin. Times, May 27, 2016. * 
“Swiss central bank blames strong franc as eurozone pulls away,” Fin. Times, June 16, 2017. 
  “Turkish lira up 2% after central bank raises interest rates to keep inflation in check,” 
Financial Times, July 8, 2018. ** 

 
 

9. (10/1)  The model with a floating rate & perfect capital mobility; Impossible Trinity. 
 

Caves, Frankel and Jones WTP, 2007, Chapter 23.       *** 

 

“Brazil’s economy: Wild horses – A soaring currency…” The Economist,  Apr.23, 2011. ** 
Robert Mundell, 1963, "Capital Mobility and Stabilization Policy under Fixed and Flexible 

Exchange Rates," Canadian J .Ec.& P.S., Nov.    
 
* 
 
 

            

IV. MONEY AND INFLATION 

 

10. (10/3) Aggregate Demand, Aggregate Supply, and money growth  

 

 WTP, Chapter 26.1 & 12. 6*** 
  Romer’s Advanced Macroeconomics (McGraw Hill, 2019), Chapter 12.1 in 5th ed. 

 

 Prachi Mishra & Peter Montiel, 2013,”How Effective is Monetary Transmission in Low-
income Countries? A Survey of the Empirical Evidence,” Economic Systems. vol.37, issue 2, June, 
187–216.  IMF WP12143. 

“Some like it hot: Which emerging economies are at greatest risk of overheating?” 
Economist, July 2, ++2011, p.65.  ** 

        “India lifts interest rate to curb price pressures,” Financial Times, June 7, 2018.  * 
        “Joblessness in Asia: The luxury of unemployment,” The Economist, June 9, 2018, p.65. 

 

http://www.sciencedirect.com/science/article/pii/S030439321200116X
http://www.sciencedirect.com/science/article/pii/S030439321200116X
http://ideas.repec.org/s/nbr/nberwo.html
http://www.imf.org/external/pubs/ft/wp/2011/wp1152.pdf
http://www.nber.org/digest/mar11/w16479.html
http://www.economist.com/node/12775548/print
https://www.ft.com/content/ec0eb0e0-69e3-11e8-8cf3-0c230fa67aec
https://app.ft.com/cms/s/ba84956e-22ad-11e6-9d4d-c11776a5124d.html?sectionid=world
https://www.ft.com/content/fcc25e7e-51bf-11e7-bfb8-997009366969
https://www.ft.com/content/80b278f0-6a55-11e8-b6eb-4acfcfb08c11
http://www.economist.com/node/18587335
http://www.sciencedirect.com/science/article/pii/S0939362513000332
http://www.sciencedirect.com/science/article/pii/S0939362513000332
http://www.sciencedirect.com/science/journal/09393625/37/2
http://www.imf.org/external/pubs/ft/wp/2012/wp12143.pdf
http://www.economist.com/node/18895150
https://www.ft.com/content/f5f8dc76-6974-11e8-8cf3-0c230fa67aec
https://www.economist.com/finance-and-economics/2018/06/07/in-developing-countries-many-people-cannot-afford-not-to-work
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11. (10/10) Inflation and the rational expectations hypothesis  

  

David Romer, Advanced Macroeconomics, Chapt. 12.3 in 5th ed.  *** 
     [Chapter 6.2-6.4 of David Romer’s Advanced Macroeconomics 4rd ed., 2011] 
    “Argentina’s inflation problem: The price of cooking the books,” Economist, Feb. 25, 2012, 
47-48. 

       

12. 10/15  Dynamically inconsistent monetary policy vs. monetary rules   
     

WTP, Chapters 26.3-26.4 *** 

 

         Romer, Advanced Macroeconomics, Chapters 11.7-11.8 in 4th ed. , or 12.8-12.9 in 5th ed.  ** 
Kenneth Rogoff, 1985, "The Optimal Degree of Commitment to an Intermediate Monetary 

Target," Quarterly Journal of Economics 100, Nov., 1169-1189.  
Kenneth Rogoff, 2003, “Globalization and Disinflation,” Economic Review, Federal Reserve 

Bank of Kansas City, 88, no. 4, 4th quarter, pp. 45-78.   
J. Frankel, 2011, "Monetary Policy in Emerging Markets: A Survey,” in  Handbook of 

Monetary Economics, Benjamin Friedman & Michael Woodford, eds. (North Holland). HKS RWP 
11-003; NBER WP 16125.  

“Nigeria’s Central Bank Chief Warns on Autonomy,” Financial Times, June 7, 2012. 
Mario Blejer, 2013, “Political Central Banking: Get ready for the end of central bank 

independence,” The International Economy, 27, no.2, spring, pp. 32-33.  
        “The desperation of independents: Stubbornly low interest rates may mean the end of 
central-bank autonomy,” The Economist, Aug, 6, 2016 
 

       
13. (10/17) Seigniorage and hyperinflation  

 

WTP, Chapter 19.3 & page 582 *** 

 

Romer’s Advanced Macroeconomics, Chapter 11.9 in 4th edition or 12.10 in 5th edition  
Rudiger Dornbusch and Stanley Fischer, 1993, “Moderate Inflation,” World Bank Econ. Rev. 

7, 1, 1-44. 
Philip Cagan, 1956, “The Monetary Dynamics of Hyperinflation,” in Milton Friedman, ed., 

Studies in the Quantity Theory of Money (Univ. of Chicago Press, Chicago), 25-117.   

       
 

 

14. (10/22)                MIDTERM EXAM  
 
 

15. (10/24)  Application: Macroeconomics in China 2004-11 

 

J. Frankel, 2010, "The Renminbi Since 2005,"  in The US-Sino Currency Dispute: New Insights 
from Economics, Politics and Law, edited by S. Evenett (CEPR: London), 51-60.  ** 

 

Eswar Prasad, and Shang-Jin Wei, 2011, "The Chinese approach to capital inflows: patterns 
and possible explanations,"  in Capital Controls and Capital Flows in Emerging Economies: 
Policies, Practices and Consequences (University of Chicago Press): 421-480. 

“China drains cash to curb inflation,” Financial Times, Feb. 22, 2013. 
 

http://www.economist.com/node/21548229
http://scholar.harvard.edu/files/rogoff/files/51_qje85.pdf
http://scholar.harvard.edu/files/rogoff/files/51_qje85.pdf
http://www.hks.harvard.edu/fs/jfrankel/HandbookEMkts2010.doc
http://www.hks.harvard.edu/fs/jfrankel/MPolEMktsHandbkCh25prfs.pdf
http://www.elsevierdirect.com/ISBN/9780444534545/Handbook-of-Monetary-Economics-Volume-3B
http://www.elsevierdirect.com/ISBN/9780444534545/Handbook-of-Monetary-Economics-Volume-3B
http://web.hks.harvard.edu/publications/workingpapers/citation.aspx?PubId=7561
http://web.hks.harvard.edu/publications/workingpapers/citation.aspx?PubId=7561
http://www.ft.com/cms/s/0/42d7dc52-afec-11e1-b737-00144feabdc0.html#axzz22VctqxpL
http://www.thefreelibrary.com/Political+central+banking%3A+get+ready+for+the+end+of+central+bank...-a0336672348
http://www.thefreelibrary.com/Political+central+banking%3A+get+ready+for+the+end+of+central+bank...-a0336672348
http://www.economist.com/news/finance-and-economics/21703372-stubbornly-low-interest-rates-may-mean-end-central-bank-autonomy
http://www.economist.com/news/finance-and-economics/21703372-stubbornly-low-interest-rates-may-mean-end-central-bank-autonomy
http://wber.oxfordjournals.org/content/7/1/1.full.pdf+html
https://www.hks.harvard.edu/fs/jfrankel/ChinaRMB$VoxEU2010Apr11.doc
http://voxeu.org/article/win-win-proposal-let-renminbi-appreciate
http://voxeu.org/epubs/cepr-reports/us-sino-currency-dispute-new-insights-economics-politics-and-law#anchor
http://voxeu.org/epubs/cepr-reports/us-sino-currency-dispute-new-insights-economics-politics-and-law#anchor
http://www.nber.org/chapters/c0158.pdf
http://www.nber.org/chapters/c0158.pdf
http://www.ft.com/intl/cms/s/0/10aa5b68-7c03-11e2-99f0-00144feabdc0.html#axzz2PQjXdlGf
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V. INTEGRATION OF GOODS MARKETS 

   

16.  (10/29)  PPP 

 Caves, Frankel and Jones, WTP, 2007, Chapter 19.2.          *** 

   

Alan Taylor and Mark Taylor, 2004, “The Purchasing Power Parity Debate,” Journal of 
Economic Perspectives, 18, 4, 135-158, Fall.             * 

Kenneth Rogoff, 1996, “The Purchasing Power Parity Puzzle, J.Ec.Lit., 34, 2, June, 647-68. 
Camila Casas, Federico Diez, Gita Gopinath, and Pierre-Olivier Gourinchas. 2017, 

“Dominant Currency Paradigm.” NBER WP 22943. WP, August 2017.  
 

                          

17. (10/31) Barriers to integration   

 

 Andrew Rose, 2000, “One Money, One Market: Estimating the Effect of Common 
Currencies on Trade,” Economic Policy vol.15, no.30, April.               ** 

Charles Engel and John Rogers, 1996, "How Wide is the Border?" Am.Ec.R. 86, 5, Dec., 
1112-25.     * 

Michael Mussa, 1986, "Nominal Exchange Rate Regimes and the Behavior of Real Exchange 
Rates: Evidence and Implications," Carnegie Rochester Series on Public Policy 25, 117-214.      
   
 

18. (11/5)  Nontraded goods and Balassa-Samuelson  
 

“The Big Mac Index: Of Bucks and Burgers,” The Economist, July 15, 2017.     ** 
Bela Balassa, 1964, "The Purchasing Power Parity Doctrine:  A Reappraisal," J. Polit. Econ. 72, 

584-96. 
Jose De Gregorio, Alberto Giovannini, and Holger Wolf, 1994, "International Evidence on 

Tradables and Nontradables Inflation,” European Economic Review 38, no. 6, June, 1225-44.  
 

 

VI. SMALL OPEN ECONOMIES 

 

19. (11/7)   Devaluation in small open countries 

Caves, Frankel and Jones, World Trade and Payments, Ch. 19.4 & Appendix 19.C. *** 

 

Rudiger Dornbusch, 1973, "Devaluation, Money and Nontraded Goods," Amer.Ec. R., Dec., 71-80.   * 

Ariel Burstein, Martin Eichenbaum, and Sergio Rebelo, 2005, “Large Devaluations and the 
Real Exchange Rate,” J. Political Economy 113, no.4, August: 742-784.  NBER WP 10986.    * 
   
20.  (11/14)    The Salter-Swan Model  

Caves, Frankel and Jones, World Trade and Payments, Chapter 20. *** 

  

W.E.G. Salter, 1959, “Internal and External Balance – The Role of Price and Expenditure 
Effects,” Economic Record, August.  

Trevor Swan, 1963, "Longer Run Problems of the Balance of Payments," in H.W.Arndt & 
W.M.Corden, eds., The Australian Economy (Cheshire, Melbourne).  

“Lira plunges as rates freeze raises fears over Erdogan’s economic role,” Financial Times, 
July 25, 2018. ** 

http://ideas.repec.org/s/aea/jecper.html
http://ideas.repec.org/s/aea/jecper.html
https://scholar.harvard.edu/gopinath/publications/dominant-currency-paradigm
https://scholar.harvard.edu/gopinath/publications/dominant-currency-paradigm
http://www.nber.org/papers/w22943
https://scholar.harvard.edu/files/gopinath/files/paper_080217.pdf
https://www.economist.com/news/finance-and-economics/21725034-dollar-has-slipped-over-past-six-months-still-looks-dear-big-mac
http://ces.univ-paris1.fr/membre/Cudeville/pdf/pdf%20M2/rebelo.pdf
http://ces.univ-paris1.fr/membre/Cudeville/pdf/pdf%20M2/rebelo.pdf
http://www.nber.org/papers/w10986.pdf
https://www.ft.com/content/5f389ec8-8f23-11e8-bb8f-a6a2f7bca546
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21. (11/19)  EM crises: Sudden stops, currency mismatches & contractionary devaluation 

 

        WTP, 2007, Ch. 24.1-24.2, 24.6-24.7      *** 
 

        Guillermo Calvo, Leo Leiderman and Carmen Reinhart, 1996, “Inflows of Capital to 
Developing Countries in the 1990s," Journal of Economic Perspectives, 10, 2, Spring, 123-139.   

J.Frankel, 2005, “Contractionary Currency Crashes in Developing Countries,” IMF Staff 
Papers 52, 2, 149-92. 

“Financial indulgence,” The Economist, April 5, 2014. 
“Turkish currency sinks as Erdogan opens election bid,” New York Times, May 24, 2018. ** 
“Emerging markets face a dollar double whammy,” Urjit Patel, Fin. Times, June 4, 2018. * 

       
 

22. (11/26)   Dutch Disease  

   

Jeffrey Sachs, “How to Handle the Macroeconomics of Oil Wealth,” Ch. 7 in Escaping the 
Resource Curse, M. Humphreys, J. Sachs & J. Stiglitz, eds. (Columbia Univ. Press) 2007, pp.173-
193. *** 
 

       “Peru’s roaring economy: Hold on tight,” The Economist, Feb. 2, 2013.  
 
 

POSSIBLE OPTIONAL LECTURE: The Natural Resource Curse & solutions 
 

J. Frankel, 2012, “The Natural Resource Curse: A Survey of Diagnoses and Some 
Prescriptions,”  
in Commodity Price Volatility and Inclusive Growth in Low-Income Countries, R. Arezki, et al, 
eds. (IMF: Washington DC).  HKS RWP12-014;  CID WP 233 2012.            ** 
 
 
 
VII. EXCHANGE RATE REGIMES 
 
23. (11/28 ) Classification; Pros and cons of fixed vs. floating Rates 

 

J.Frankel, 2004, "Experience of and Lessons from Exchange Rate Regimes in Emerging 
Economies," in Monetary and Financial Integration in East Asia, Asian Development Bank 
(Palgrave Macmillan), vol.2, 91-138.  RWP03-011 and NBER WP no.10032.       ** 

Guillermo Calvo and Carmen Reinhart, “Fear of Floating,” QJE, 117, 2, May, 379-408.   * 

Milton Friedman, 1953, “The Case for Flexible Exchange Rates,” in Essays in Positive 
Economics (University of Chicago Press: Chicago), 157-203.  

Kenneth Rogoff and Maurice Obstfeld, 1995, "The Mirage of Fixed Exchange Rates," Journal 
of Economic Perspectives 9, Fall, 73-96.  

“Petri-dish economies: Poland – Few woes in Warsaw,” Economist, April 30, 2011, p. 83.    * 
“Fed and Federico: Why countries like Argentina and Turkey fret about their exchange 

rates,” The Economist, June 23, 2018. 
 
 
 

http://www.imf.org/External/Pubs/FT/staffp/2005/02/frankel.htm
http://www.economist.com/news/finance-and-economics/21600150-cheap-credit-tempting-emerging-markets-towards-risky-borrowing-financial
https://www.nytimes.com/2018/05/23/world/asia/turkey-lira-erdogan.html
https://www.ft.com/content/e193381a-64c1-11e8-bdd1-cc0534df682c
http://www.economist.com/news/americas/21571162-biggest-threats-latin-americas-economic-star-are-overconfidence-and-complacency-hold
https://www.hks.harvard.edu/fs/jfrankel/NResourceCurseIMF2012.doc
https://www.hks.harvard.edu/fs/jfrankel/NResourceCurseIMF2012.doc
http://www.imfbookstore.org/ProdDetails.asp?ID=CPVIEA
https://www.hks.harvard.edu/publications/natural-resource-curse-survey-diagnoses-and-some-prescriptions
https://www.hks.harvard.edu/centers/cid/publications/faculty-working-papers/cid-working-paper-no.-233
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