Department of Economics

Seminar on Problems of Emerging Market Economies

Professor Padma Desai                                                                                     Fall 2007
                                                                                                        Monday, 2:10-4:00pm

Requirements                                                                               
The text book for the course is PADMA DESAI: Financial Crisis, Contagion, and Containment: From Asia to Argentina (Princeton University Press, 2003) (hereafter A2A). A2A is available in 1015 IAB. The second requirement is PADMA DESAI: Going Global: Transition from Plan to Market in the World Economy (hereafter  GG). Copies of the book are on reserve in Lehman Library. There will be a mid-term examination on October 22. Each seminar participant is required to write a term paper of about 15 pages.

The following topics will be discussed in the class.

1.
Definitions. Currency crisis versus financial crisis. Reasons for the East Asian 
Crisis. Premature capital mobility. The double mismatch. The distinction between 
fundamentals versus structural issues. Crisis-prone, 
crisis-immune and crisis-safe 
East Asian economies. The East Asian crisis: A crisis of overinvestment or of 
premature short-term capital inflows? The U.S. model of the possible policy 
trinity of full capital mobility, floating exchange rate, and monetary policy 
autonomy. The difficulties of replicating it in the eurozone and Japan, and 
implementing it in emerging market economies.  (A2A, pp. 1-135. READING 
SUGGESTIONS: Read pp. 86-135 of A2A first and then go to pp. 13-85).  

(Lecture 1, 9-10).
2. The Asian crisis. Contagion from Asia to Brazil via Russia. The later crisis in  Turkey and Argentina . IMF rescue packages. Financial architecture reforms. (A2A, pp. 117-283). (Lecture 2, 9-17).  

3. The analytical framework for transition reforms. Macroeconomic stabilization and exchange rate regimes. (class notes) (Lecture 3, 9-24).
4. The East-Central European Economies, The Baltic States. Current problems and future prospects of EU entry. (GG, pp. 97-272; omit pp. 123-134, pp. 193-198; class notes) (Lecture 4, 10-1).
5. Kazakhstan, Uzbekistan, Vietnam and China. Current performance of these economies. Consequences of the yuan revaluation in August 2005. (GG, pp. 353-471; omit pp. 400-412; class notes). (Lecture 5, 10-8).
6. Transition Reforms: Is Quicker Better?  (GG, pp.; pp. 1-94). (Lecture 6, 10-15).
7. Mid-term examination (10-22).
