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Course Description: This is an advanced conceptual course in the quantitative, history of global financial, debt and monetary crises. What factors drive capital and debt market integration in the long run? Why do financial, monetary and sovereign debt crises arise and how should they be solved? We explore these issues by addressing the major developments on financial markets from early XIXth century to the recent major financial and debt crisis. It starts with a comprehensive backbone analysis of the linkages between money and credit to appraise then exchange rate, balance of payments and public and private debt phenomena for both developed and emerging markets. The main emphasis will be on identifying causes leading to financial, exchange rate and debt distress and crashes. 
Issues discussed are Central Banking, Monetary and Exchange Rate Policy, Fiscal Constraints and Debt Management, Speculative Attacks and Bubbles, Overshooting, Sudden Stops and Sustainable Economic Plans and the Current Global Meltdown. A discussion on the Prospects of an International Financial Cooperative Architecture closes the course. The course aims to provide historical perspectives to modern policy debates surrounding the present global financial and monetary situation.  

Learning Outcomes: Successful completion of the course enables students: (a) to grasp the intimate linkages between a path of excessive debt accumulation, economic booms and busts; (b) to possess a historical perspective of the capitalist tendency to experience serially global financial crises and (c) to understand the new open macro-political economy scenario during and after the contemporaneous global meltdown. Students will get access to power point material for all 12 lectures.
Course Requirements:  Two assessment requirements for the course: (1) a short oral presentation of one assigned paper included in the reading list (20% of the final grade); (2) A final Exam which will include all topics developed in the lectures (80% of the final grade).      

Background Texts:

Carmen Reinhart and Kenneth S. Rogoff (RR), This Time is Different: Eight Centuries of Financial Folly, Princeton University Press, 2009. 
Obsteld ,M. and Taylor A.M.  2004. : Global Capital Markets: Integration, Crisis and Growth. Cambridge: Cambridge University Press.

Eichengreen, Barry. 1996. Globalizing Capital. Princeton: Princeton University Press.

Outline of the Course and Reading list 
Lectures 1 and 2.  A brief introduction on the contemporaneous relevance of the topic. Monetary Regimes: Metallic and Fiduciary regimes. The Gold Standard system.  Currency Boards and Modern Central Banking. Exchange rate phenomena, speculative attacks and currency crises in an open economy. Simple analytics on debt, exchange rates and the inflation tax.
Mandatory reading

Obsteld M. and Taylor A.M., 2004. Global Capital Markets: Integration, Crisis and Growth. Cambridge: Cambridge University Press. Cap 1 “Global Capital Markets: Overview and Origins” Pgs 4-41.

Eichengreen, Barry, 1996. Globalizing Capital. Princeton: Princeton University Press. Cap 2 “The Gold Standard”, pgs 7-44.

Kenneth Rogoff. “Dornbusch’s Overshooting Model After Twenty-Five Years”, IMF                                                Staff Papers 49, Special Issue, 2002, pp. 1-35.
Krugman, P., “A Model of Balance of Payments Crises”, Journal of Money, Credit and Banking n° 11 (August 1979), pp. 311-25.
Reinhardt, C. and Rogoff, K., 2009. Chap. 11: “Default through Debasement: An Old World Favorite”, Pages 174-179.
Optional Reading

Reinhardt, C. and Rogoff, K., 2009. This Time is Different: Eight Centuries of Financial Folly. Princeton: Princeton University Press.  Preface and Preamble.

Alan S. Blinder. Central Bank in Theory and Practice, MIT Press, 1998 pp. 1-51.

Lecture  3. Monetary Regimes and Budget Constraints: Institutional differences that enabled Britain to surpass France in the early XIXth Century: National Debt, Credible commitments and tax smoothing. Lessons for contemporaneous economies.
Mandatory Reading
North, Douglass and Weingast, Barry, 1989. “Constitution and Commitment: The Evolution of Institutions Governing Public Choice in Seventeenth Century England”, Journal of Economic History 49: Pgs 803-832.
Sargent, Thomas and Welde Francois, 1995. “Macroeconomic Features of the French revolution”, Journal of Political Economy 103: Pgs 474-515.

Bordo, Michael and White, Eugene. 1991. “A tale of Two Currencies: British and French Finance During the Napoleonic Wars”. Journal of Economic History 51: Pgs 303-316.
 Lectures 4 and 5. Global Capital Markets Integration and Monetary and Fiscal Regimes during 1876-1913: Sovereign Debt, Defaults, Empires and Contagion.
Mandatory Reading

   Taylor, Alan M. and della Paolera, Gerardo, 2012. “Sovereign Debt in Latin America, 1820-  1913”, NBER WP 18363.
Bordo, Michael and Rockoff, Hugh. 1996. The Gold Standard as a “Good Housekeeping Seal of  Approval”. Journal of Economic History 56: Pgs 389-428.
Ferguson, Niall and Schularick, Moritz. 2006. “The Empire Effect: the Determinants of Country Risk in the First Age of Globalization, 1880-1913”. Journal of Economic History 66. Pgs 283-312.
Mitchener, K. and Weidenmier, M. 2008. “The Baring Crisis and the Great Latin American Meltdown of the 1890s”. Journal of Economic History 68. Pgs 462-500.
Maurice Obstfeld and Alan M. Taylor, “Globalization and Capital Markets”, pp. 121-187 in Globalization In Historical Perspective, edited by Michael D. Bordo, Alan M. Taylor and Jeffrey G. Williamson, The University of Chicago Press, 2003. http://elsa.berkeley.edu/users/obstfeld/ftp/global_capital_markets.pdf
Optional Reading

Accominotti, Olivier, Flandreau M., Rezzik, Riad and Zumer, Frederic. 2010. “Man’s Burden, White Man’s Welfare: Control, Devolution and Development in the British Empire, 1880-1913”. European Review of Economic History, vol. 14, pp.47-70

Gerardo della Paolera and Martin Grandes, “The True Measure of Country Risk: A Primer on the Interrelations between Solvency and the Polity Structure of Emerging Markets, Argentina 1886-1892”, in The Decline of Latin American Economies, edited by Sebastian Edwards, Gerardo Esquivel and Graciela Marquez, Chicago University Press, 2007. 

Lecture 6.  Financial Markets: Banking Crises, Lender of Last Resort and its impact on the Real Sector of the Economy. Bail-outs and Bail-ins: Narrow and Universal Banking.
Mandatory Reading
Bordo, Michael; Eichengreen, Barry; Klingebiel, Daniela and Martinez-Peria, Maria Soledad. 2001. “Is the crisis Problem Growing More Severe?”. Economic Policy. Vol. 16 (32). pp 51-82.

Bordo, M. 1990. “The Lender of Last Resort: Alternative Views and Historical Experience”. Economic Review (Jan-Feb) Federal Bank of Richmond. Pgs 18-29.

Reinhardt, C. and  Rogoff. K. 2009. Chap 10 “ Banking Crises”. Pp 141-156.
Calomiris, C. 2010. “Banking Crises Yesterday and Today”. Financial History Review vol. 17 (1), pp 3-12.
Optional Reading

Milton Friedman, “Debt Management and Banking Reform”, pp. 52-76, in A Program For Monetary Stability, 
Jean Charles Rochet, “Why There Are so Many Banking Crises?”, pp. 21-34 and “Coordination Failures and the Lender of Last Resort: Was Bagehot Right After All?”  With Xavier Vives pp. 37-70 in J.C. Rochet: Why Are There So Many Banking Crises?: The Politics and Policy of Banking Regulation, Princeton University Press, 2008.

Lecture 7. When International and Monetary Affairs Changed: the 1914-1939 Interwar period. Gold Exchange Standard and the Return to Convertibility: Macroeconomic Regimes convergence (divergence) as a prelude of the Great Depression.
Optional Reading
Keynes, J.M. 1919. “The Capacity of Germany to Pay Reparations”. In Essays in Persuasion. New York: W. W. Norton.

Keynes, J.M. 1929. “The German Transfer Problem”. Economic Journal 39., Pags 1-7.

Keynes, J.M. 1919. “The Economic Consequences of Peace”. London: Macmillan. “Europe Before the War”.
Mandatory Reading

Sargent, T. 1983. “The Ends of four big inflations”. In Inflation, Causes and Effects. Edited by  Robert Hall. Chicago: Chicago University Press. Cap 4 pgs 41-98.

Dornbusch, R. 1985. “Stopping Hyperinflation: Lessons from the German Inflation Experience of the 1920s”. NBER WP No 1675.

Eichengreen B. 1992. Golden Fetters. Chapter 3: “The Wartime Transition”; pp 67-99. Chapter 5: “The Legacy of the Hyperinflation”; pp 125-152. Chapter 6: “Reconstructing the Façade”; pp 153-186.

Lectures 8 and 9. The Great Depression 1929-1933 and the Great Contraction 2007-2009;  Reflections on the Global Financial Order and on the 2007-2009 Sub-Prime Global Crisis.

Mandatory Reading

Bernanke B. 2000. “The Macroeconomics of the Great Depression: A Comparative Approach”. In Bernanke B. Essays On the Great Depression. Princeton: Princeton University Press. Cap 1 Pgs 5-38.

Bernanke, B. and James H. 2000. “The Gold Standard, Deflation and Financial Crisis in the Great Depression: An  International Comparison”. In Bernanke B. Essays On the Great Depression. Princeton: Princeton University Press. Cap 3 Pgs 70-107.
Friedman, Milton and Schwartz, Anna. 2008 (First edited in 1963). “The Great Contraction 1929-1933”. Princeton: Princeton University Press.

Bernanke, B. 1983. “Nonmonetary Effects of Financial Crisis in the Propagation of the Great Depression”. American Economic Review 73. Pgs 257-276.

Romer, Christina D. 1990. “The Great Crash and the Onset of the Great Depression”. Quarterly Journal of Economics 105. Pgs 597-624.
Romer, Christina. “What Ended the Great Depression?”. Journal of Economic History 52. Pgs. 757-784.

Temin P. and Wigmore B. 1990.  “The End of One Big Deflation”. Explorations in Economic History 27. Pgs 483-502.

della Paolera, G. and Taylor A.M. 1999. “Economic Recovery from the Argentine Great Depression: Institutions, Expectations and the Change of Macroeconomic Regime”. Journal of Economic History 59. Pgs 567-599.
RR, Chapter 13: “The US Subprime Crisis : An International and Historical Comparison”; pp. 203-221. Chapter 14: “The Aftermath of Financial Crises”; pp. 223-238. Chapter 15: “The International Dimensions of the Subprime Crisis: The Results of Contagion or Common Fundamentals?; pp. 240-246.

Lecture 10.  Putting All Together: Money, Exchange Rates, Banking and Sovereign Debt: From Twin to Quadruplet Crises.

Mandatory Reading
    Gerardo della Paolera and Alan M. Taylor, “Gaucho Banking Redux”, NBER WP N9457 published in Economia (Spring 2003).   http://www.jstor.org/stable/20065440
Carmen Reinhart and Kenneth Rogoff, “The Aftermath of Financial Crises”, December 2008. American Economic Review; May 2009. www.economics.harvard.edu/faculty/rogoff.
RR, Chapter 10: “Banking Crises”; pp.141-171.
Kaminsky, G., Reinhardt, C. and Vegh, C. 2003. “The Unholy Trinity of Financial Contagion”. Journal of Economic Perspectives, vol.17(4), Pgs 51-74.
Optional Reading

Graciela L. Kaminsky and Carmen Reinhart. 1999. “The Twin Crises: The Causes of Banking and Balance of Payments Problems”, American Economic Review 89: 473-500. http://www.federalreserve.gov/pubs/ifdp/1996/544/ifdp544.pdf
Rogoff, K. 1999. “International Institutions for Reducing Global Financial Instability”. Journal of Economic Perspectives, vol. 13 (4). Pgs 21-42.

Lectures 11 and  12.  The sub-prime crisis. Reflections on the Global Financial Order and on the Resolution of the 2007-2009 Crisis. The Euro-Zone Connundrum.
Mandatory Reading
    RR, Chapter 13: “The US Subprime Crisis : An International and Historical Comparison”; pp. 203-221. Chapter 14: “The Aftermath of Financial Crises”; pp. 223-238. Chapter 15: “The International Dimensions of the Subprime Crisis: The Results of Contagion or Common Fundamentals?; pp. 240-246.

Brunnnermeir, M. 2009. “Deciphering the Liquidity and the Credit Crunch of 2007-2008”. Journal of Economic Perspectives, vol.23(1), Pgs 77-100.
Raghuram Rajan, “Has Financial Development Made the World Riskier?”. In The Greenspan Era: Lessons for the Future, Federal Reserve Bank of Kansas City, 2005. http://www.kc.frb.org/PUBLICAT/SYMPOS/2005/PDF/Rajan2005.pdf
Caballero, R. 2010. “The Other Imbalance  and the Financial Crisis”. NBER WP No 15636.

Ricardo Caballero, “A Global Perspective on the Great Financial Insurance Run: Causes, Consequences and Solutions”. Parts 1 and 2. www.voxeu.org.

Gerardo della Paolera, “The Unending Search For A Global Monetary and Financial Architecture”, preliminary draft presented at the ERF Annual Conference, Cairo (2009) and the Croatian National Bank (2010). (For Lecture PPPresentation will be available)
Optional Reading

Eichengreen, B. 2011. “Exhorbitant Privilege: The Rise and Fall of the Dollar”. Oxford: Oxford University Press.

Barry Eichengreen, “Was the  Euro a Mistake?”, 20th January 2009, www.voxeu.org
Jeffrey Frieden, “Avoiding the worst: International Economic Cooperation and Domestic Politics”, 2 February 2009, www.voxeu.org.
Other short essays included on the site www.voxeu.org are to be defined on the first week of the course.

