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International Banking and Finance

-- Course outline --

I. INTERNATIONAL BANKING AND FINANCE
1. Stylized facts
2. Financial markets in an open economy: analytical framework
3. Welfare effects of financial integration

II. INTERNATIONAL CAPITAL MOBILITY
1. Quantity measures of capital mobility
2. Price measures of capital mobility
3. Portfolio models and the Home Bias
I11. INFORMATION COSTS AND THE STRUCTURE OF INTERNATIONAL CAPITAL
FLOWS
1. The structure of international capital flows: stylized facts
2. Explaining the structure of international capital flows
3. International activities of banks

IV. INTERNATIONAL BANKING AND FINANCIAL STABILITY
1. Financial crises and volatility: stylized facts
2. Liquidity risks and international banking
3. Banks and balance of payments crises
4. Capital account liberalization and volatility
5. International banking and the transmission of shocks
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The basic textbook used for this lecture are selected chapters from Obstfeld, M., and K. Rogoff
(1996). Foundations of International Macroeconomics. Cambridge, Mass. In addition, the class
will draw on recent working papers and published articles in the field of international economics
and finance. In addition, a full set of lecture notes will be provided to the students for Chapters I -
Il.

(*) Kose, Ahyan, Eswar Prasad, Kenneth Rogoff, and Shang-Jin Wei (2006). Financial
Globalization: A Reappraisal, IMF Working Paper 06/189. Washington DC.

is an additional background readings summarizing trends in current international financial
markets and the literature on financial integration.

Useful websites and data sources providing relevant class material are

o www.nber.org (National Bureau of Economic Research, Cambridge MA, in particular the
research program “International Finance and Macroeonomics™)

o www.bis.org (Bank for International Settlements, Basel, in particular the banking and
financial markets statistics)

o World Bank database on financial regulations (Barth, J.R., G. Caprio Jr., and R. Levine
(2003). The Regulation and Supervision of Banks Around the World.
http://www.worldbank.org/research/projects/bank_regulation.htm)

o Database on international capital flows by Philip Lane and Gian-Maria Milesi-Ferretti on
Philip’s Lane homepage at Trinity College (Dublin) (see Lane, P., and G.-M. Milesi-
Ferretti (2003). International Financial Integration. Institute for Integration Studies,
International Monetary Fund, and CEPR. Mimeo)
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