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Course Syllabus

MBA 780
Money and Capital Markets: Financial Systems in Crisis
(3.0 Credits)
Dr. Christopher A. McNally

Associate Professor of Political Economy
Historical and Political Studies, Chaminade University

Henry Hall 208F

Fall 2011
Email: Christopher.mcnally@chaminade.edu 

Phone: (808) 739 8367

Course Description: The international financial crisis that originated in the U.S. subprime mortgage market quickly expanded to become a truly global phenomenon. Although a degree of economic recovery is occurring, both advanced industrial economies and many developing economies are continuing to feel the crisis’ multiple effects. In particular, the crisis seems to indicate a shift in economic power away from the advanced economies of Europe, the United States and Japan to rapidly emerging economies such as China, India and Brazil. The international financial crisis thus promises to not only change the institutions and rules governing international finance, but also the geo-economic landscape of globalization.

This course aims to provide a macro-perspective on the evolution of the global financial system, the origins of the 2008 financial crisis and the likely consequences of this crisis for the global economy. It exposes students to analytical tools that can enable them to better comprehend both longer-term trends and recent events that are liable to shape global management and financial dynamics. The course is divided into three distinct parts that are nonetheless interrelated. In the first part, the course analyzes the evolution of the global capitalist system since 1870 with special emphasis on the origins of the present financial crisis. Topics such as the gold standard, fiat currencies, the Great Depression, the Bretton Woods system and the present dollar-dominated international monetary system (sometimes dubbed “Bretton Woods II”) are explored. 

In the second part, the course concentrates on the origins of the global financial crisis of 2008. Three possible explanations are addressed: the failures of the “market efficiency hypothesis” or what George Soros has termed “market fundamentalism;” the malfunctioning of U.S. and global financial regulatory institutions, including central banks and “Basel II;” and the role that global imbalances have played in triggering the crisis, especially China’s accumulation of U.S. dollar reserves and their subsequent recycling into U.S. debt markets. 

In the final part, the nature and logic of the present international monetary system are explored in more depth with the aim of delineating possible future trends in the global financial and economic landscape. Particular emphasis rests on the People’s Republic of China’s growing financial influence and emerging role in the global economic system. We also scrutinize possible future roles of the US dollar, China’s efforts to internationalize the renminbi or yuan and US-China trade and financial relations. 
Besides gaining a comprehensive understanding of the origins and possible impacts of the international financial crisis, this course also imparts practical insights that are directly relevant to any business career. We will study the nature and functions of money, including its role in society and economy, commercial banking, the Federal Reserve and other central banking systems, as well as credit/debt management and regulation. Other pertinent topics include currency markets and their influence on international trade, inflation, capital movements and exchange rate determination. This focus on current monetary problems and the nature and logic of the international monetary system will allow students to gain important skills for surviving in today’s complex globalized business scene.
Course Learning Outcomes:

1. To use historical and conceptual methods to gain a comprehensive understanding of the origins and dynamics of financial crisis, both present and past.

2. To work in teams to produce in-depth analyses of specific elements constituting the international monetary system and capital markets.

3. To gain detailed and applied knowledge of the nature and functions of money, commercial banking, central banking systems, as well as credit/debt management and regulation.

4. To individually undertake case analysis of internationally active corporations with a focus on how these weathered the international financial crisis of 2008.
Teaching Format: This class is based on a combination of lectures, class discussion, case analysis and audiovisual materials. Case analysis forms an important part of the course, since it allows students to gain important practical insights. In this course, students will be tasked with assembling contemporary cases and presenting them during class sessions (see below).
Student Evaluation:

I. Class Participation (25%): Class participation is an essential part of taking advantage of the materials presented in this course. Students are expected to have completed the required readings before each session to facilitate discussion and create an effective learning environment. While difficult to measure, class participation will be understood to consist of three basic elements: first, class attendance (a prerequisite for actually participating in discussions); second, listening carefully and attentively to classmates and lectures; and third, participating actively in class discussions, presenting creative and thoughtful ideas and leading discussions, especially when issues pertaining to personal interest or knowledge are involved. Students are allowed two (2) excused absences. Any additional absence or unexcused absence will incur a deduction of three (3) points from the total 25 points of the class participation grade.
II. Individual Presentations (35%): Students will be required to make one individual presentation during the course of the quarter. This presentation will consist of students generating an original case themselves. This case study will analyze how a real world company that is international in scope has weathered the financial crisis. Any company can be picked, ranging from AIG and Bank of America to China National Petroleum Corporation (CNP) and Rio Tinto. The analysis should focus on four aspects:

1. Presenting the scope and nature of the company’s business, including a brief history of the company’s development.

2. How the financial crisis has influenced the company’s business environment and strategy, including examinations of certain heavily impacted aspects of the company’s business (e.g., customers, financing, strategic investments such as M&A, etc.).

3. What strategies the company adopted to ameliorate the crisis’ negative effects and how it attempted to take advantage of new business opportunities created by the crisis. 

4. How the company has emerged from the crisis and positioned itself for further growth. Particular attention should be paid to various strategies adopted by management, including marketing, product development, geographic expansion, investment and financial strategies.
The individual presentations should last approximately 30 minutes and include a detailed power point presentation that will need to be forwarded to the professor after the presentation and form part of the evaluation.

III. Final Project Presentations (40%): During the second class meeting, students will be asked to form teams and specify a topic on which they will make a summary presentation during the last class meeting. Teams will be asked to create a clear division of labor, with each member covering a distinct topic under a general heading. Teams will not be provided with lists of topics to choose from, but rather will be asked to creatively come up with their own topics. Nonetheless, samples of topics will be presented during class and feedback provided on the suitability of selected topics. Moreover, during several early sessions of the quarter sufficient time will be provided for questions and discussions among group members, sometimes with guidance from the professor. In general, teams are encouraged to choose topics to which they can gain reasonable access and which will provide a focus to their project, such as “The Future of the US Dollar”; “Gold”; “China’s Currency Internationalization”; “The European Debt Crisis;” “The US Deficit Debate;” “Future Drivers of Growth;” and “Changing Governance of the International Monetary System.”
Guidelines for Communication

If you wish to contact instructor, please do so by using email. Please:

1. Always include a subject line. 
2. Be careful in wording your emails. Always be as precise as possible. 

3. Use standard fonts and formats. 

If it is an emergency, you can contact the instructor via phone (though email is still best, since I check it often). 

Plagiarism Policy (according to CUH catalog and student handbook)

Plagiarism is the offering of work of another as one’s own. Plagiarism is a serious offense and may include, but is not limited to, the following:

1. Complete or partial copying directly from a published or unpublished source without proper acknowledgment to the author. Minor changes in wording or syntax are not sufficient to avoid charges of plagiarism. Proper acknowledgment of the source of a text is always mandatory. 

2. Paraphrasing the work of another without proper author acknowledgment. 

3. Submitting as one’s own original work (however freely given or purchased) the original exam, research paper, manuscript, report, computer file, or other assignment that has been prepared by another individual.
Students with Disabilities

It is the student’s responsibility to self-identify with the Director of Personal Counseling in order to receive accommodations. Only those students with appropriate documentation will receive services. Contact the Director of Personal Counseling at (808) 739-4603 or email: jyasuhar@chaminade.edu.

Course Schedule (subject to revision):








Session 1 (October 3): Money and Capital Markets: Financial Systems in Crisis

The general course framework, topics, and methodology will be introduced; guidelines for the preparation of case presentations and group projects reviewed; and the major themes of the course previewed. We also will begin viewing a DVD by Chimerica Media & PBS written by Niall Ferguson on “The Ascent of Money: A Financial History of the World.”
Session 2 (October 10): Global Capitalism I
Readings: 

Jeffry A. Frieden, Global Capitalism – Its Fall and Rise in the Twentieth Century, W.W. Norton & Co., 2006, Prologue & chapter 1 (whole); chapter 2 (only pp. 28-29 and pp. 50-55); chapter 5 (whole); and chapter 6 (only pp. 127-134 and 148-154).

Audiovisual: 

DVD -- Niall Ferguson, “The Ascent of Money: A Financial History of the World,” Chimerica Media & PBS
Session 3 (October 17): Global Capitalism II
Readings: 

Jeffry A. Frieden, Global Capitalism – Its Fall and Rise in the Twentieth Century, W.W. Norton & Co., 2006: chapter 8 (whole); chapter 11 (pp. 253-271; and pp. 276-277); chapter 12 (whole); and chapter 15 (only pp. 339-351 and pp. 359-360)
Audiovisual: 

DVD -- Niall Ferguson, “The Ascent of Money: A Financial History of the World,” Chimerica Media & PBS
Session 4 (October 24): Global Capitalism III
Readings: 
Jeffry A. Frieden, Global Capitalism – Its Fall and Rise in the Twentieth Century, W.W. Norton & Co., 2006, chapter 16 (whole); chapter 17 (only pp. 392-405), chapter 20 (whole) and Conclusion.

Case Presentations 1 & 2: 
TBA
Session 5 (October 31): The Global Financial Crisis of 2008 and Beyond
Readings: 
George Cooper, The Origin of Financial Crises – Central Banks, Credit Bubbles and the Efficient Market Fallacy, Vintage Books, 2008; chapters 1-5 (pp. 1-105) and chapters 8-9 (pp. 157-172).

Case Presentation 3 & 4: 
TBA
Session 6 (November 7): The Global Financial Crisis (cont’d)
Readings: 
Paul Krugman, “How Did Economists Get It So Wrong?” The New York Times Magazine, September 6, 2009 & “An Irish Mirror,” The New York Times, March 8, 2010 (in reading packet).
George Soros, “The Crisis & What to Do About It,” The New York Review of Books, Vol. 55, No. 19, December 4, 2008 & “The Full Soros Speech on ‘Act II’ of the Crisis,” The New York Times (DealBook), June 10, 2010 (in reading packet).
Martin Wolf, Fixing Global Finance (Forum on Constructive Capitalism), The Johns Hopkins University Press, 2008, chapter 1 (pp. 1-9); chapter 4 (only pp. 81-110); chapter 7 (pp. 183-192); and chapter 8 (pp. 193-214) (in reading packet).

Case Presentation 5 & 6: 
TBA
Session 7 (November 14): 

Readings: 
Carmen M. Reinhart and Kenneth Rogoff, This Time Is Different: Eight Centuries of Financial Folly, Princeton University Press, September 7, 2011; preamble; chapter 1 (pp. 1-20), Part V, chapters 13-15 (pp. 199-247); and chapter 17 (pp. 275-292).

Case Presentation 7 & 8: 
TBA
Session 8 (November 21): 

Readings: 
Barry J. Eichengreen, Exorbitant Privilege: The Rise and Fall of the Dollar and the Future of the International Monetary System, Oxford University Press, 2011; chapters 1-3 (pp. 1-68); chapter 4 (only pp. 69-72 & pp. 93-96).

Case Presentation 9 & 10: 
TBA
Session 9 (November 28): 

Readings: 
Barry J. Eichengreen, Exorbitant Privilege: The Rise and Fall of the Dollar and the Future of the International Monetary System, Oxford University Press, 2011; chapters 5-7 (pp. 97-177).
James MacDonald, “Life After Debt,” Foreign Policy, August 18, 2011 (pp. 1-5) (in reading packet).

Mohamed El-Erian, “The Shape of the Global Economy will Fundamentally Change,” Foreign Policy, Sept/Oct 2011 (pp. 1-3) (in reading packet).


Case Presentations 11 & 12: 
TBA
Session 10 (December 5): Presentation of Group Projects 
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