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Introduction |
1. Grading:
To have a positive grade from the course you need to pass the exam ©
a) An obligatory requirement to attempt the exam
b) You need to have 50% point from the exam
c) The exam will include both the theoretical and practical questions.
2. Activity and presence:
a) Extra points from activity are possible
b) Presence

3. The final grading:

Grade = min[exam + activity; 100%]



1. Literature:

« Bekaert, G., & Hodrick, R. (2017). International financial management. Cambridge University
Press.

« Harms P. (2016). International Macroeconomics 2nd, Neue 6konomische Grundrisse

« Madura, J. (2020). International financial management. Cengage Learning.

« Feenstra, R, Taylor, A. (2021). International Macroeconomics. Macmillan

« Ferrara, L, Hernando, |., & Marconi, D. (Eds.). (2018). International Macroeconomics in the
wake of the Global Financial Crisis (Vol. 46). Springer.

« Haincourt, S. (2018). The Nature of the Shock Matters: Some Model-Based Results on the
Macroeconomic Effects of Exchange Rate. International Macroeconomics in the Wake of the
Global Financial Crisis, 233-247.

« Bussiére, M., Schmidt, J., & Valla, N. (2018). International financial flows in the new normal:
Key patterns (and why we should care) (pp. 249-269). Springer International Publishing.

» Giudici, G., Milne, A. & Vinogradov, D. Cryptocurrencies: market analysis and perspectives. J.
Ind. Bus. Econ. 47, 1-18 (2020). https://doi.org/10.1007/s40812-019-00138-6

» U. Mukhopadhyay, A. Skjellum, O. Hambolu, J. Oakley, L. Yu and R. Brooks, "A brief survey of
Cryptocurrency systems,” 2016 14th Annual Conference on Privacy, Security and Trust (PST),
Auckland, New Zealand, 2016, pp. 745-752, doi: 10.1109/PST.2016.7906988.

* Fang, F., Ventre, C., Basios, M. et al. Cryptocurrency trading: a comprehensive survey. Financ
Innov 8, 13 (2022). https://doi.org/10.1186/s40854-021-00321-6

« Dyntu, V., & Dykyi, 0. (2018). CRYPTOCURRENCY IN THE SYSTEM OF MONEY LAUNDERING.
Baltic Journal of Economic Studies, 4(5), 75-81. https://doi.org/10.30525/2256-0742/2018-4-
5-75-81




Introduction

* Globalization: affects all aspects of society, but economically, two main

trends define it.

*  First, countries continue to expand their trade in goods and services.

e Second, countries continue to reduce their barriers to capital flows.

1. The Growth of International Trade Trade Liberalization

2. International Efforts to Promote Free Trade
*  The General Agreement on Tariffs and Trade (GATT), signed in

1947

The World Trade Organization (WTOQO) established in 1995

RTA reduction: European Union (EU) , the North America
Free Trade Agreement (NAFTA) , Mercosur in South

America, and the Association of Southeast Asian Nations
(ASEAN) .
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4. The Growth in Trade

International Trade as a Percentage of GDP
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5. How Multinational Corporations Are Affecting Trade
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OECD UNSD

Multinational Enterprise Information Platform
Global Register

Select Mulitinational

Selected
Jurisdictions

218

Selected
MNEs Selected Subsidiaries

500 123,07 ..

|||
T
]

Count of Subsidiaries per Multinational ICtrl « Click for multiple selections}

M Co 7 oy I
Abb Lt i I I I I I
oo Laboreraras ¥ LT T e e e T e T e e T T T T T s
Abbvie Inc '__ﬂé-;_; i;' b _- 3 i ig9 3184y gz _
Abu Dhabi National Energy Company PISC = z " _ - E z
Aceznturs PLC = E = 3
Activision Elizzard Inc = = ] = -
Adidaz AG g 3
Adobe Inc Barent MNE
Advanced Micro Devices Inc
Parent MINE  Subsidiary Name (Clean) 503 OpenCorporatss Count of Subsidiaries per Region (Ctrl + Click for multiple selections]
3MCo 3 M Cesko spol s ro Lol cz/41195608
3M Co 3M [East) AG CHE ch/214276 @ e
3MCo 3m (Mew Zealand) Ltd ZL nz/BETZ6 AMERYEKA AZIA
IMCo 3 (Schwekz) GmbH CHE ch/214278 p(‘)‘NDCN A OEA « 1
3M Co 3mASS DNE dkf43335316 . : ; «~ e 8e
- B ean Spokajry -] : % .
3M Co 3m Argentina SACIFIA ARG 2 o o @8y
3M Co 3M Asia Holding BV, NLD  nl/64T0EE34 ﬁ_‘ [y ] do o @
® e an L PIKA ° g *
3M Co 3IM ASIA PACIFIC UK HOLDING LTD GER gh/09903024 . m ol B L] @ it
IM Co 30 Azzet Managamant 53 1 WX lu/b110230 =, AMERYKA  ®g2® : e
- Ccean
IMCo  3M Australia Py Lid AUS  2u/000100096 ROLUDNIOWA °a2 S ASTRALTA
3M Co 3M Belgium EVEBA BEL  be/D402683721 8 Mozt Brg FrTre Y R —
3M Co 3M Belgium bvba/sprl BEL
IM Cn I8 Canads Cn Camnannie 3 Canada nirk d tasritor representations pacitic territorial disclaimers usad in this joint publication folioe
Lt Urdted Matians
@>> OECD i _1- * United Department of Economic and Social Affsirs
LR y

https://www.oecd.org/sdd/its/mne-platform.htm

2% Nations Stadshcs


https://www.oecd.org/sdd/its/mne-platform.htm

Introduction

Multinational Corporations — management style

Centralized Multinational
Financial Management

Cash Management Financial Managers Cash Management
at Subsidiary A of Parent at Subsidiary B

Inventory and Inventory and
Accounts Receivable Accounts Receivable
Management at Management at
Subsidiary A Subsidiary B

Capital Capital

o1 Expenditures Expenditures i
Subsidiary A at Subsidiary A at Subsidiary B Subsidiary B

Financing at Financing at

Jeff Madura (2018), International Financial management 13-th edition
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Multinational Corporations — management style

Decentralized Multinational
Financial Management

Cash Management Financial Managers Financial Managers Cash Management
at Subsidiary A of Subsidiary A of Subsidiary B at Subsidiary B

Inventory and Inventory and
Accounts Receivable Accounts Receivable
Management at Management at
Subsidiary A Subsidiary B

Capital Capital
< Expenditures Expenditures
e at Subsidiary A at Subsidiary B

Financing at Financing at

Subsidiary B
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Multinational Corporations — Cash Flow Diagrams for MNCs

International Trade by the MNC

Cash Inflows from Exporting

Foreign Importers

Cash Outflows to Pay for Importing
Foreign Exporters

Licensing, Franchising, Joint Ventures by the MNC

Cash Inflows from Services Provided

Foreign Firms or
Government

Cash Outflows for Services Received Agencies

Investment in Foreign Subsidiaries by the MNC

Cash Inflows from Remitted Earnings

Foreign

Cash Outflows to Finance the Operations Subsidiaries

Jeff Madura (2018), International Financial management 13-th edition
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Foreign direct investment: Inward and outward and stock,
annual

Inward
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Introduction

Foreign direct investment: Inward and outward and stock,
annual

Set FDI stocks

Developed Economies Developing Economies China

1990 m2000 m2010 =2020

https://unctadstat.unctad.org/datacentre/dataviewer/US.FdiFlowsStock

United States (USA)

Poland

11


https://unctadstat.unctad.org/datacentre/dataviewer/US.FdiFlowsStock

Introduction

What is the main purpose/aim of MNC?
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Multinational Corporations - Valuation Model for an MNC

e Valuation Model for an MNC

Domestic Model:

- (E(CFg,)
V= tzl ((1 n k)t>
where: -

* V (value) is specified as the present value of its expected dollar
* E(CFg,) is expected net cash flows to be received at the end of period t
* nisthe number of future periods in which cash flows are received

* krepresents not only the weighted average cost of capital but also the required
rate of return by investors and creditors who provide funds to the MNC

Multinational Model:

V= Z?ﬂ(

E(CFg:)

m
ECF)  where E(CFs) = ) [E(CF;0) x E(5;0)]
j=1

* CF;:represents the amount of cash flow denominated in a particular foreign
curency j at the end of period t

* Sj,t denotes the exchange rate

Jeff Madura (2018), International Financial management 13-th edition 13
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Multinational Corporations - Valuation Model for an MNC - EXAMPLE

Carolina Co. has expected cash flows of $100,000 from local business and 1 million
Mexican pesos from business in Mexico at the end of period t. Assuming that the
Peso’s value is expected to be 5.09 when converted into dollars, the expected dollar
cash flows are:

E(CFg;) = Y24 |E(CFj;) X E(S;)| = $CF from U.S operations + $ CF operations from Mexico =
= $100,000 + [Pesos 1,000,000 = ($0,9)] = $100,000 + $90,000 = $190,000

1+ k)t

. ( alE(CFy) X E(S,-,a])

To avoid double counting, cash flows of the MNC’s subsidiaries are considered in the
valuation model only when they reflect transactions with the U.S. parent. Therefore, any
expected cash flows received by foreign subsidiaries should not be counted in the
valuation equation unless they are expected to be remitted to the parent.

Jeff Madura (2018), International Financial management 13-th edition
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Multinational Corporations - Uncertainty Surrounding an MNC’s Cash Flows

* Exposure to International Economic Conditions

Uncertain foreign currency cash flows
due to uncertain foreign economic Uncertainty surrounding
and political conditions future exchange rates

e

) S [E(CF;;) X E(S;:)]
r=>\ &
=1 (1 + k!

Uncertainty Surrounding an MNC’s Valuation:

Exposure to Foreign Economies: If [CF;; < E(CF;;)] —- V¢
Exposure to Political Risk: If [CF;; < E(CF;;)] —- V¢
Exposure to Exchange Rate Risk: If [S;; < E(S, )] =V

Jeff Madura (2018), International Financial management 13-th edition
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» Key features of international finances:

1.

2.

The world has many monies/currencys (not one).
Countries are financially integrated (not isolated).

In this context economic policy choices are made
(but not always very well).

© 2017 Worth Publishers International

Economics, 4e | Feenstra/Taylor 16



iMForeign Exchange: Currencies and Crises

* Countries have different currencies; therefore, a complete
understanding of how a country’s economy works
requires that we study the exchange rate (the price of
foreign currency).

* Because products and investments move across borders,
fluctuations in exchange rates have significant effects on
the relative prices of home and foreign:

o Goods (such as autos and clothing)
o Services (such as insurance and transportation)
o Assets (such as equities and bonds)

© 2017 Worth Publishers International

Economics, 4e | Feenstra/Taylor 17



iMForeign Exchange: Currencies and Crises

How Exchange Rates Behave

FIGURE 1-1
(a) China-U.S. Exchange Rate (b) U.S.-Eurozone Exchange Rate
Yuan/$ 10.0 $/€ 1.6
9.5 Fixed 15
9.0
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Major Exchange Rates The chart shows two key exchange rates from 2003 to 2016.
The China—U.S. exchange rate varies little and would be considered a fixed exchange
rate, despite a period when it followed a gradual trend. The U.S.—Eurozone exchange
rate varies a lot and would be considered a floating exchange rate.

© 2017 Worth Publishers International
Economics, 4e | Feenstra/Taylor 18




il Foreign Exchange: Currencies and Crises

How Exchange Rates Behave

Based on differences in exchange rate behavior,
economists divide the world into two groups of
countries: those with fixed (or pegged)
exchange rates and those with floating (or
flexible) exchange rates.

Why Exchange Rates Matter

Changes in exchange rates can affect an economy in
two ways:

* Changing international relative prices of goods: |
One country’s goods become more or less expensive
relative to another’s.

* Changing international relative prices of assets:
Fluctuations in wealth can then affect firms,
governments, and individuals.




i8Foreign Exchange: Currencies and Crises

When Exchange Rates Misbehave

In an exchange rate crisis a currency experiences a sudden
and pronounced loss of value against another currency
following a period in which the exchange rate had been fixed
or relatively stable.

There were more than 32 exchange rate crises in the 18-year
period from 1997 to 2015.

Quite often, e.g., Argentina in 2002, an exchange rate crisis
can coincide with other types of crises: a financial crisis (bank
failures) and/or a sovereign debt crisis (government default).

© 2017 Worth Publishers International
Economics, 4e | Feenstra/Taylor 20
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e: Currencies and Crises

FIGURE 1-2

Percent
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I Average change in previous
two years
I Change in the year of the crisis

Currency Crashes

The chart shows that
exchange rate crises

are common events. An

exchange rate crisis is
defined here as an
event in which a
currency loses more
than 30% of its value in
U.S. dollar terms over
one year, having
changed by less than
20% each of the
previous two years.

© 2017 Worth Publishers International
Economics, 4e | Feenstra/Taylor
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i8Foreign Exchange: Currencies and Crises

When Exchange Rates Misbehave

In an exchange rate crisis a currency experiences a sudden
and pronounced loss of value against another currency
following a period in which the exchange rate had been fixed
or relatively stable.

There were more than 32 exchange rate crises in the 18-year
period from 1997 to 2015.

Quite often, e.g., Argentina in 2002, an exchange rate crisis
can coincide with other types of crises: a financial crisis (bank
failures) and/or a sovereign debt crisis (government default).

© 2017 Worth Publishers International

Economics, 4e | Feenstra/Taylor 22



IBA Global Financial Crisis

In the United States, securitization and the government-condoned quest to allow
every household to own a home fueled spectacular growth in subprime
mortgages between 2000 and 2006.

Asset prices fall Growth prospects deteriorate;

A

risk aversion increases
4
///
N -
//
/// A
Wealth falls
i
Collateral . Consumption falls;
> Lending falls > P " > Output falls
values fall Investment falls /
| \\ | |
Uncertainty
increases
Financial institutions fail = Borrowers default |-

Note: This exhibit is inspired by Figure 19-1 in Gregory Mankiw and Laurence Ball (2011).

* Subprime mortgages are made to borrowers with relatively low credit scores, and
such mortgages may have special features to reduce loan payments in the early
years of the loan. Because house prices kept increasing, many people bought

houses they could not really afford or speculated on rising house prices
23



IBA Global Financial Crisis

U.S. Unemployment Rate
and Dow Jones Industrial
Average (DJIA)

15000 11
Great Recession

14000 —

13000 —

12000 —

DJIA Index
U.S. unemployment rate (%)

7000 - U.S. unemployment rate
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IBA Global Financial Crisis

Financial institutions securitized these mortgages and initially sold them
to investors (pension funds, hedge funds, and banks) across the world,
but as time went by, the institutions increasingly held the least risky parts
of the tranches on their books

However,in 2006 and 2007, house prices started to fall and defaults on
subprime mortgages started to rise. In 2007, two companies specializing
in subprime mortgages declared bankruptcy

This raised the specter of a liquidity crisis in the U.S. financial system. In
the United States, haircuts on securitized loans began to creep up (see
Gorton, 2010), but in the United Kingdom, Northern Rock Bank faced a
classic bank run in September 2007, after it ran short of liquid assets and
asked the Bank of England, the United Kingdom’s central bank, for a loan.

On March 16, 2008, JPMorgan Chase

On September 15th, Lehman Brothers, an investment bank founded in
1850, declared bankruptcy

25



IBA Global Financial Crisis- recent event

Polish banks do not go Silicon Valley Banks path

Polish banking sector Assets
structure, January 2023
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v Globalization of Finance: Debts and Deficits

Financial globalization has taken hold around the world, starting
in the economically advanced countries and spreading to many
emerging market countries.

e At the national level, economic measurements such as
income, expenditure, deficit, and surplus are important
barometers of economic performance, and the subject of
heated policy debate.

* The income measure is called gross national disposable
income; the expenditure measure is called gross national
expenditure. The difference between the two is a key
macroeconomic aggregate called the current account.

© 2017 Worth Publishers International

. 27
Economics, 4e | Feenstra/Taylor



v Globalization of Finance: Debts and Deficits

Deficits and Surpluses: The Balance of Payments

TABLE 1-1 (1 of 2) Inflation Performance and the Exchange Rate Regime

Income, Expenditure, and the Current Account The table shows data for the United
States from 1990 to 2015 in billions of U.S. dollars.

Income Expenditure Difference
Gross National Disposable Income Gross National Expenditure Current Account
1990 $5,983 $6,058 ~575
1991 6,211 6,203 8
1992 6,529 6,574 —46
1993 6,865 6,944 —~]9
1994 7,287 7,401 —115
1995 7,649 7,754 —105
1996 8,083 8,197 —-114
1997 8,581 8,711 —129
1998 9,047 9,252 —205
1999 9,631 9,917 —287
2000 10,257 10,661 —404
2001 10,602 10,991 —389
2002 10,953 11,404 —451

© 2017 Worth Publishers International

. 28
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v Globalization of Finance: Debts and Deficits

Deficits and Surpluses: The Balance of Payments

TABLE 1-1 (2 of 2) Inflation Performance and the Exchange Rate Regime (continued)
Income, Expenditure, and the Current Account The table shows data for the United
States from 1990 to 2015 in billions of U.S. dollars. During this period, in all but one-
year U.S. expenditure exceeded income, with the U.S. current account in deficit. The
last (small) surplus was in 1991.

Income Expenditure Difference
Gross National Disposable Income Gross National Expenditure Current Account
2003 11,499 12,014 —516
2004 12,267 12,894 —627
2005 13,077 13,815 —738
2006 13,825 14,627 —802
2007 14,478 15,196 —718
2008 14,750 15,442 —692
2009 14,432 14,814 —382
2010 15,031 15,477 —446
2011 15,616 16,098 —482
2012 16,253 16,721 —468
2013 16,776 17,172 —396
2014 17,477 17,878 —401
2015 18,011 18,476 —465

© 2017 Worth Publishers International
Economics, 4e | Feenstra/Taylor
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pAGlobalization of Finance: Debts and Deficits

FIGURE 1-3

Surpluses (+) +$1,750
& Deficits (-)
(billions of

U.S. dollars) +1.500

+1,250
+1,000
+750
+500
+250
+0
-250
-500
-750
-1,000
-1,250
-1,500

-1,750

III I I.Irchina

I l I —— Major oil exporters

—— Japan

Indonesia, Malaysia
=— Russia

Other surplus countries

Other deficit countries

L 1 1 1 1 1 I 1
2001 2003 2005 2007 2009 2011 2013 2015

account

Hong Kong, Singapore, surplus by
Taiwan, South Korea, country/

I I —  Australia
United Kingdom
account
United States deficit by
country/

Global Imbalances
For more than a
decade, the United
States current
account deficit has
accounted for about
half of all deficits
globally. Major
offsetting surpluses
have been seen in
Asia (e.g., China and
Japan) and in oil-
exporting countries.

© 2017 Worth Publishers International

Economics, 4e | Feenstra/Taylor
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vl Globalization of Finance: Debts and Deficits

Total wealth or net worth is equal to your assets (what others owe
you) minus your liabilities (what you owe others).

o When you run a surplus and save money (buying assets or

paying down debt), your total wealth, or net worth, tends to
rise.

o Similarly, when you have a deficit and borrow (taking on debt or
running down savings), your wealth tends to fall.

From an international perspective, a country’s net worth is called its
external wealth and it equals the difference between its foreign
assets (what it is owed by the rest of the world) and its foreign
liabilities (what it owes to the rest of the world).

Positive external wealth makes a country a creditor nation; negative
external wealth makes it a debtor nation.

© 2017 Worth Publishers International 31
Economics, 4e | Feenstra/Taylor



v Globalization of Finance: Debts and Deficits

Debtors and Creditors: External Wealth

FIGURE 1-4
(a) External Wealth, United States (b) External Wealth, Argentina
. US $ $500 kS ) US $ s25 $55 billion rise in external E
(billions) S (billions) wealth after default in 2002 S
8 S 5 \ S
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External Wealth A country’s net credit position with the rest of the world is called external
wealth. The time series charts show levels of external wealth from 1980 to 2007 for the
United States in panel (a) and Argentina in panel (b). All else equal, deficits cause external
wealth to fall; surpluses (and defaults) cause it to rise.

© 2017 Worth Publishers International
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vl Globalization of Finance: Debts and Deficits

* Sovereign governments can repudiate debt without legal
penalty or hurt creditors in other ways such as by taking
away their assets or changing laws or regulations.

* The difference between the interest paid on a safe U.S.
Treasury bond and the interest paid by on a bond issued by a
nation with greater risk is called country risk.

 OnlJanuary 8, 2016, the Financial Times reported that
relatively good investment-grade governments such as
Poland (grade A-) carried a country risk of +1.48%, while
governments with junk-bond grades such as Turkey
(grade BBB—) had a country risk of 3.38%.

© 2017 Worth Publishers International
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tJGovernment and Institutions:

Policies and Performance

* Government actions influence economic outcomes in many
ways via decisions about exchange rates, macroeconomic
policies, debt repayment, and so on.

* To gain a deeper understanding of the global macroeconomy,
economists study policies, rules and norms, or regimes in
which policy choices are made.

At the broadest level, research also focuses on institutions, a
term that refers to the overall legal, political, cultural, and
social structures that influence economic and political
actions.

© 2017 Worth Publishers International
Economics, 4e | Feenstra/Taylor 34



tJGovernment and Institutions:

Policies and Performance

Three important features of the broad macroeconomic
environment in the remainder of this book are:

 The rules that a government decides to apply to restrict or
allow capital mobility.

 The decision that a government makes between a fixed and
a floating exchange rate regime.

 The institutional foundations of economic performance,
such as the quality of governance that prevails in a country.

© 2017 Worth Publishers International
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tJGovernment and Institutions:

Policies and Performance

International trade has grown as trade barriers have diminished, and
many nations have encouraged international capital movement by
lifting restrictions on financial transactions.

Three groups of countries that will figure often in our analysis are:

* Advanced countries—countries with high levels of income per
person that are well integrated into the global economy.

* Emerging markets—mainly middle-income countries that are
growing and becoming more integrated into the global
economy.

* Developing countries—mainly low-income countries that are

not yet well integrated into the global economy.

© 2017 Worth Publishers International
Economics, 4e | Feenstra/Taylor 36



tJGovernment and Institutions:

Policies and Performance

FIGURE 1-5
(a) Increase in Financial Openness (b) Increase in Financial Transactions
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Financial Globalization Since the 1970s, many restrictions on international financial
transactions have been lifted, as shown by the time series chart in panel (a). The volume
of transactions has also increased dramatically, as shown in panel (b). These trends have
been strongest in the advanced countries, followed by the emerging markets and the
developing countries.

© 2017 Worth Publishers International
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tJGovernment and Institutions:

Policies and Performance

Independence and Monetary Policy:
The Choice of Exchange Rate Regimes

FIGURE 1-6
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Exchange Rate Regimes The chart shows a classification of exchange
rate regimes around the world using the data for the year 2010.
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tJGovernment and Institutions:

Policies and Performance

Independence and Monetary Policy:
The Choice of Exchange Rate Regimes

Despite the abundance of currencies, we also see newly
emerging forms of monetary organization.

* Some groups of countries have sought to simplify their
transactions through the adoption of a common currency
with shared policy responsibility. The most notable example
is the Eurozone.

e Still other countries have chosen to use currencies over
which they have no policy control, as with the recent cases of
dollarization in El Salvador and Ecuador.
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tJGovernment and Institutions:

Policies and Performance

The legal, political, social, cultural, ethical, and religious
structures of a society set the environment for economic
prosperity and stability, or poverty and instability.

* Better quality institutions are correlated with higher levels of
income per capita.

* Better quality institutions are correlated with lower levels of
income volatility.
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tJGovernment and Institutions:

Policies and Performance

FIGURE 1-7

(a) Institutions and Income per Capita Level
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Institutions and Economic Performance The scatterplots show how an index measuring
the quality of a country’s institutions is positively correlated with the level of income per
capita as shown in panel (a) and is inversely correlated with the volatility of income per
capita as shown in panel (b). In each case, the line of best fit is shown.
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ZCryptocurrencies
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Figure 1. Factors that Influence Cryptocurrency Prices

Source: Yhlas S.,(2018): Factors Influencing Cryptocurrency Prices: Evidence from Bitcoin, Ethereum, Dash, Litcoin,
and Monero London School of Commerce
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Conclusions

Today’s global macroeconomy is increasingly integrated. Therefore,
to effectively study macroeconomic outcomes, we must understand
the economic linkages between different countries—their
currencies, their trade, and their capital flows.

Only then can we begin to understand some of the most important
economic phenomena in the world today, such as:

e The fluctuations in currencies

* The causes of crises

 The determinants of global imbalances

* The problems of economic policy making

 The causes and consequences of the gap between rich and poor
countries
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KEY POINTS

1. Countries have different currencies, and the price at which
these currencies trade is known as the exchange rate. In
learning what determines this exchange rate and how the
exchange rate is linked to the rest of the economy, we
confront various questions: Why do some countries have
fixed exchange rates and others floating? Why do some go
from one to the other, often in response to a crisis? Why do
some countries have no currency of their own?



KEY POINTS

2. When countries are financially integrated, it allows them to
decouple their level of income from their level of
expenditure; the difference between the two is the current
account. An important goal is to understand what
determines the current account and how the current
account is linked to the rest of a nation’s economy. Along
the way, we learn how a country’s current account affects its
wealth, how its credits and debts are settled, and how the
current account changes.



KEY POINTS

3. Countries differ in the quality of their policy choices and in
the quality of the deeper institutional context in which
policies are made. In studying international macroeconomic
interactions and events, it is essential to understand how
policy regimes and institutions affect policy choices and
economic outcomes. How does quality of governance affect
economic outcomes? Why might some policies, such as a
fixed exchange rate, work better in some contexts than
others? Do country characteristics affect the costs and
benefits of financial globalization?



KEY POINTS

4. One of the key players in global economies are MNE. The
pay highrer wages, are more productivi, use higher human
capitall and get bigger return from capital.

They are also major entities organizing global value chains.



Thank You for your
attention!



