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8751.821: Seminar in International Commerce II: Financial Crisis and Policy Responses

Note: This version of the Syllabus is preliminary and incomplete. A revised version will be distributed via email to students who enroll into the course, before the first class starts and the final syllabus will be distributed at the first class.

Course Description 

The on-going global financial crisis since 2007 has been the most severe one since the Great

Depression, and turns out to be a much more complex one.  This course aims to understand where the current financial crisis comes from, how it has unfolded, and what policy actions were taken to address the crisis – and ultimately to learn the lessons from the experience.  We will start by reviewing the structure and roles of the financial markets and major financial institutions of the U.S., each of which plays a significant role in contributing to the cause and/or in the resolutions of the current crisis.  We also review traditional tools of monetary and fiscal policy to be contrasted later to the brand new tools the crisis brought about.  This review is followed by an in depth look at the crisis from its origin in sub-prime loans, to its propagation into related financial sectors, and to the real economy.  In the second half of the course, we broaden our horizon to review experiences of Korea and Asia as they manage their own financial crises before the current financial crisis.  We then analyze the issues in regulation and pitfalls in rule making and hope to delineate lessons learned from these diverse episodes in order to avoid its recurrence. 

The course will be conducted using a combination of lecture, discussions, and student presentations,  making active class participation a key to its success. Often, students will be asked to briefly talk about one of the pre-announced topics for the day.  Depending on the composition of the class enrollment, a group presentation may take place as well. The class will have one special session with outside speaker: as former Fannie Mae Director and the current faculty at KDI graduate school, Dr. Man Cho will address the special issues of the mortgage industry in both the U.S. and Korea.     

Reading Materials 

Instead of textbooks, the class will make use of an extensive list of articles, book chapters, and news analyses. Many of the reading materials will be available on the web. In addition to the reading list, additional articles and questions for class discussions may be added as the crisis and its aftermath unfolds new resources.  The course presumes that students have knowledge equivalent to the undergraduate level of macroeconomics. 

Schedule  

The course meets on Tuesdays from 09:00am to 12:00 noon at Bldg. 140-1. Room 102.. The instructor is 

Dr. Jong Ahn Park, former economist at the Federal Reserve Board. His email is jparkoffice@gmail.com. His office phone number and office hours will be announced at a later date, but appointments at other times can be arranged by phone calls or emails.

Grading

Grading policy will be stated in the revised version of the syllabus, but should reflect exams, class participation, as well as possible group presentations. 

Course Outline (tentative)

Week 1:

Overview and  Introduction

Week 2

U.S. Financial Markets

Week 3

U.S. Financial Institutions

Week 4

Conduct of Monetary and Fiscal Policy before the Financial Crisis

Week 5

Origin and Overview of the Current Financial Crisis

Week 6

Mechanics and Developments of the Crisis

Week 7

Policy Responses by the Fed and Treasury

Week 8

Midterm Exam 

Week 9:

Special Lecture on U.S. And Korean Mortgage Sector 

(Invited Speaker: Dr. Man Cho, KDI Graduate School, formerly of Fannie Mae) 

Week 10

Korean Foreign Exchange Crisis of 1997 

Week 11

Asian Financial Crisis 

Week 12

Bubbles, Financial Crises, and Great Depression

Week 13

Regulations, Rule Making, and Crisis Management  

Week 14

Lessons  Learned

Week 15

Final Exam 

