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1   Course Description 
This course is designed to give an overview of the key issues in international finance. We first 

consider macroeconomic accounting and how to interpret stylised facts. We then study risk-

sharing in international finance within the Arrow-Debreu paradigm. Next we consider the 

empirical evidence for the standard open economy results and investor behaviour. Then we 

move to considering Sovereign debt and financial frictions and how they extend our 

understanding of crises. We then study the real example of Argentina and study models which 

specifically describe such situations of sovereign and exchange rate crises. Finally we 

conclude by considering the models of currency crisis. 

 

2   Course Objectives 
The course provides students with an overview of the key issues in International Finance. 

Upon successful completion of the course students will develop a coherent analytical 

framework upon which to think about open economy issues in Industry, particularly in 

Investment Banking. Students wishing to continue on to a PhD will obtain an insight into the 

issues and models which are pertinent in academia. 

The course provides a solid and technical foundation in economic and financial theory and 

then seeks to motivate and challenge these results with empirical evidence. The level of the 

course is aimed at an MSc level though the material is commonly found at the PhD level. 

 

3   Learning Outcomes 

 Ability to reflect (evaluate and process) the mastered scientific methods and ways of 

activity. 

 Ability to improve and develop their intellectual and cultural level, to build a trajectory of 

professional development and career.  

 Ability to make management decisions and is ready to take responsibility for them.  

 bility to conduct professional, including research activities in the international 

environment.  

 Ability to summarize and critically evaluate research in Economics and related disciplines.  

 Ability to conduct independent research in accordance with the developed program.  

 Ability to prepare analytical materials for the assessment of economic policy and strategic 

decision-making at the micro-and macro-level. 

http://www.udarapeiris.org/
mailto:upeiris@hse.ru


2 

 

4   Office Hours 

M. Udara Peiris: For inquires you may find me at my office (3221) during normal working 

hours though I will be in my office on most Mondays between 16:00 and 18:00. Please 

arrange an appointment with me through email. I am very happy to answer any questions 

about material from lectures or classes but would prefer to answer questions during office 

hours rather than by email. Prior to attending the office hours please have prepared specific 

questions, and send a short description of the questions to be asked by email beforehand so I 

can prepare. It is advisable to discuss such questions among classmates beforehand, and if it is 

a common question, to attend the office hours jointly. Answers to common questions may be 

posted online or discussed in lectures. 

 

 

5   Course Webpage 

The instructor will keep the course page in http://icef-info.hse.ru/ up to date. Announcements, 

lecture material, homework assignments, handouts, the course calendar and other useful 

material for the course will be posted there. Students are responsible to check the webpage 

regularly. Be advised that the website will be the most accurate information source for the 

class and the schedule.  If there is any doubt, please email the corresponding lecturer. 

 

 

6   Supporting Material 
There will be an extensive set of class notes provided which are intended to be self contained. 

There will not be a particular reference for the course. However, a good book is Obstfeld and 

Rogoff, 1996, “Foundations of International Macroeconomics,” MIT Press. 

Useful notes can also be found in the following websites: 
 L. Drozd: http://www.ssc.wisc.edu/~ldrozd/871.htm 

 Ramanarayanan: http://sites.google.com/site/ananthramanarayanan/9613a 

 M. Uribe: http://www.columbia.edu/~mu2166/GIM/GIM.html 

 & http://www.columbia.edu/~mu2166/UIM/notes.pdf 

 http://econ.sciences-po.fr/nicolas-coeurdacier/test 

 http://www-personal.umich.edu/~jzhang/Syllabus642.pdf  

 http://www.kellogg.northwestern.edu/faculty/rebelo/htm/SYLphd99.pdf 

 

Class notes will also be distributed 

 

 

7   Grade Determination and Assessments 
Examination is in writing. Sample materials for knowledge assessment are available in ICEF 

Information system.  All grades are given initially out of 100. The final grades are also 

transferred to 10- and 5-points grades in accordance with the ICEF Grading 

Regulations (par.3). 

http://icef-info.hse.ru/
http://www.ssc.wisc.edu/~ldrozd/871.htm
http://sites.google.com/site/ananthramanarayanan/9613a
http://www.columbia.edu/~mu2166/GIM/GIM.html
http://www.columbia.edu/~mu2166/UIM/notes.pdf
http://econ.sciences-po.fr/nicolas-coeurdacier/test
http://www-personal.umich.edu/~jzhang/Syllabus642.pdf
http://www.kellogg.northwestern.edu/faculty/rebelo/htm/SYLphd99.pdf
https://icef-info.hse.ru/
https://icef-info.hse.ru/
https://icef-info.hse.ru/goto_icef_file_29837_download.html
https://icef-info.hse.ru/goto_icef_file_29837_download.html
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Retakes are organized in accordance with the HSE Interim and Ongoing Assessment 

Regulations (incl. Annex 8 for ICEF). Grade determination after retakes is done in accordance 

with ICEF Grading Regulations (par. 5) 
  

 

There will be an assignment worth 20% and a final exam worth 80%. 

 

G=0.2*Gha + 0.8*Gexam 

 

Where Gha is the grade from the assignment and Gexam is the grade from the exam. 

 

 

8   Teaching Methods 
Students may be used to a strict Didactic teaching approach in the past. This course takes a 

mix of the Socratic and Didactic approach to teaching, with lectures emphasising the Socratic. 

For those unfamiliar with this, please refer to: 

http://www.collegeenglishbooks.com/two-models-of-teaching-learning.html 

 

The following methods and forms of study are used in this course:  lectures, a home 

assignment, teachers' consultations (2 hours per week) and self-study. 

Lectures will be given primarily through slides, with discussions, academic articles and 

videos to compliment and reinforce concepts. All content in lectures are assessable. 

 

The classes are used to illustrate the theory with references to policy issues, empirical studies 

and quantitative tasks. The home assignment has two goals: they are used to monitor the 

students' progress in the course and prepare students for the final examination. 

 

 

9   Attendance 

Attendance record will be kept in every Lecture but it will not affect grades directly. Abusing 

the attendance records by signing in for someone other than yourself is considered dishonest 

behavior. According to previous experience, students that pass had an excellent attendance 

record. The reason is that the course is lecture oriented and material discussed in the lectures 

will cover many different sources. Lectures will compliment the lecture notes so reading the 

lecture notes alone will be insufficient. Lectures will be interactive where discussions will 

take place between the lecturer and students on material. Students are encouraged to 

participate in the lecture. Questions and comments are welcome during the lecture. Lecture 

slides will be uploaded before lectures, and students are expected to have read through them 

before attending lectures in order to maximise the use of the contact hours. 

 

 

10   Classroom Environment 
Lectures are considered a collective learning experience where both students and lecturer are 

attempting to arrive at an understanding of an issue. The role of the lecturer is to guide 

students towards the answer and students are encouraged to actively participate by asking 

questions or pointing out errors. Discussions among students is encouraged, but it is expected 

https://www.hse.ru/docs/231102058.html
https://www.hse.ru/docs/231102058.html
https://icef-info.hse.ru/goto_icef_file_29837_download.html
http://www.collegeenglishbooks.com/two-models-of-teaching-learning.html
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that it is shared with the larger group. Note: articulating a view subsequently shown to be 

wrong is as valuable to the learning process as articulating a view shown to be correct. This is 

the Socratic approach to teaching and learning.For technical material it will be necessary to 

present models formally and the didactic approach will be applied. Students are still 

encouraged to discuss and debate what is being presented and learned. 

 

 

 

11   Lecture Plan 
The weeks allocated are indicative and may change based on progress in material throughout 

the term. 

11.1   International Accounting, Risk Sharing and Business Cycles (Weeks 1-2) 

Topic Overview 

Here we will look at the basics of national accounting for open economies and examine 

stylized facts about the world economy. We will construct a formal model that reflects the 

accounting relationships. We will also study the Russian and Brazillian crisis. These lectures 

will provide a motivation for the theoretical frameworks that will follow. 

Readings 

Topics 1 - 3 of class notes. 

11.2   International Exchange Economies, Risk Sharing and Incomplete Markets   

(Week 3) 

Topic Overview 

We will first extend the basic asset pricing result of Arrow-Debreu to an international context 

and examine the predictions for risk sharing. We will extend this analysis first to International 

CAPM and then see how market incompleteness and default affect the results. 

Readings 

Topics 4 and 5 of class notes. 

11.3   Exchange Rates and International investments (Week 4-5) 

Here we will study the empirical evidence for the key results of open economy 

finance/economy theory from pricing to portfolio/investor behaviour. 

Readings 

Topic 6 of class notes. 

11.4   The Global Capital Market: Equity, IPOs and Venture Capital (Week 5) 

11.5   National Debt and Sovereign Risk (Week 6) 

Topic Overview 
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We consider models of sovereign default and currency crisis, motivated by the episode in 

Argentina and Greece. We then consider models of capital flows and sovereign lending and 

default 

Readings 

Topic 9 of class notes and papers. 

 

11.6   Financial Stability, Macro/Micro-prudential policy and international spillovers 

(Week 7) 

Topic Overview 

We will cover banking regulations, financial stability and international spillover of risk 

through the banking system. 

Readings 

Class notes and papers. 

 

11.7   Russia as an Open Economy and Review (Week 8) 

Topic Overview 

The post-soviet Russian experience will be examined through the lens of the course material 

covered. We will go through the material in the course and discuss how various aspects 

considered tie in together. 

 

 

 

 

12   Approximate Distribution of Academic Hours 

 
# Topic Total 

Academic 

Hours 

Lectures Self-study 

  Fall term 

1 International Accounting, Risk Sharing and 

Business Cycles 

28 8 20 

2 International Exchange Economies, Risk Sharing 

and Incomplete Markets 

14 4 10 

3 Exchange Rates and International investments 14 4 10 

4 The Global Capital Market 14 4 10 

5 National Debt and Sovereign Risk 14 4 10 

6 Financial Stability, Macro/Micro-prudential 

policy and international spillovers 

14 4 10 

7 Russia as an Open Economy 16 6 10 

 Total 114 34 80 

 


