Executive MBA Program August 14, 2015
Discussion Leader:  Professor James P. Cunningham 

Topic: Introduction to Macroeconomics

This session will look at the macroeconomy and define concepts like GDP, inflation and unemployment.

It will give an introduction to the origins of different types of recessions:

    a. Lack of Aggregate Demand (Keynesian)

    b. Aggregate Supply Shock

    c. Fiscal Policy Shock
    d. Terms of Trade Shock

    e. Banking Shock

Read:
Powerpoints: Introduction to Macroeconomics.

Powerpoints: The Measure and Structure of the National Economy.

Zuckerman, “Fight Inequality With Better Jobs”
Questions:

1. What has been happening to GDP and unemployment? Why?

2. What are the types of unemployment?

Executive MBA Program August 14, 2015
Discussion Leader:  Professor James P. Cunningham 

Topic: Productivity and Investment
This session will look at how GDP is produced using labor, capital and technology.
Read:
Powerpoints: Productivity, Output, and Unemployment.

Powerpoints: Consumption, Saving, and Investment.

Questions:

1. What is the Cobb-Douglas production function?

2. What affects will the current financial crisis have on saving and investment?

Executive MBA Program August 15, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: Commercial Banking
The Federal Reserve is a major actor in monetary policy, but it is not the only one. Households, firms and financial intermediaries all affect money supply, money demand, the credit supply, and interest rates. 
Read:

Cunningham, Commercial Banking.

Cunningham, Financial Regulation.

Questions:

1. How do financial transactions affect the money supply and the credit supply?
2. How has financial regulation evolved?

Executive MBA Program August 15, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: Monetary Policy

How do the Federal Reserve’s actions affect the money supply, the credit supply, and interest rates? What can it, or should it, do in the current financial crisis?

Read:

Cunningham, Central Banking.

Cunningham, Activist/Non-Activist Debate.

Assignment Questions:

1. What are the tools of monetary policy?

2. How can a change in the money supply affect inflation, growth and unemployment?

3. Can monetary policy be used to improve the performance of the macroeconomy?
Executive MBA Program August 28, 2015
Discussion Leader:  Professor James P. Cunningham 

TOPIC: Global Corporate Governance, 

               Origins of the Current Financial Crisis

This session will examine the incentives which led to the current financial crisis: the rise in securitized mortgage assets, the rise in mortgage defaults, and the credit crunch which created the recession.

Read:

Coval, Jurek and Stafford, “The Economics of Structured Finance”

Brunnermeier, “Deciphering the Liquidity and Credit Crunch 2007-2008”

Gjerstad and Smith, “From Bubble to Depression?”

Scott and Taylor, “Why Toxic Assets Are So Hard to Clean Up”

Friedman, “Perfect Storm of Ignorance”

Questions:
1. What were the factors which caused the current financial crisis?

2. How much of the crisis is market failure, and how much is government failure?
Executive MBA Program August 28, 2015
Discussion Leader: Professor James P. Cunningham 
TOPIC: The Credit Crunch: Crisis and Response
This session will examine the origins of the rise in mortgage defaults, the first bank run in Britain in more than a century, and the Federal Reserve’s response to the crisis.

Read:

Mayer, Pence and Sherlund, “The Rise in Mortgage Defaults”

Shin, “Reflections on Northern Rock: The Bank Run that Heralded the Global Financial Crisis”

Cechetti, “Crisis and Responses: The Federal Reserve in the Early Stages of the Financial Crisis”

Meckler, “Obama Signs Stimulus into Law”

Cochrane, “Lessons from the Financial Crisis”

Questions:

1. What changes should be made in response to the crisis? Do we need new regulations, or less regulation?

2. Was the Fed’s response appropriate?

3. Did the bailouts of the Bush and Obama administrations lessen the crisis, or make the crisis worse? 
Executive MBA Program August 29, 2015
Discussion Leader: Professor James P. Cunningham 
TOPIC: The Financial Crisis: Did the Markets Fail?
This session will examine how the markets functioned in the crisis which began in 2007. 

Read:

Krishnamurthy, “How Debt Markets Have Malfunctioned in the Crisis”

Kacperczyk and Schnabl, “When Safe proved Risky: 
                                            Commercial Paper during the Financial Crisis of 2007-2009”

Duffie, “The Failure Mechanics of Dealer Banks”

Questions:

1. Did dealer banks create, or intensify, the crisis?
2. Were financial assets such as commercial paper mispriced? 
Executive MBA Program August 29, 2015
Discussion Leader: Professor James P. Cunningham 
TOPIC: The Financial Crisis: Did the Safeguards Work?
This session will examine the performance of institutions intended to manage risk and to correctly price financial assets during the financial crisis which began in 2007. 
Read:

Stulz, “Credit Default Swaps and the Credit Crisis”

Laux and Leuz, “Did Fair-Value Accounting Contribute to the Financial Crisis?”

White, “Markets: The Credit Rating Agencies”

Goolsbee and Krueger, “A Retrospective Look at Rescuing and Restructuring General Motors and Chrysler”

Frame, Fuster, Tracy, and Vickery, “The Rescue of Fannie Mae and Freddie Mac”

Calomiris and Khan, “An Assessment of TARP Assistance to Financial Institutions”

McDonald and Paulson, “AIG in Hindsight”

Swagel, “Legal, Political, and Institutional Constraints on the Financial Crisis Policy Response”

Questions:

1. Did credit default swaps work as intended?

2. In 2009 FASB made fair-value accounting optional for some assets. Was this reform justified? 

3. Is the “issuer pays” business model a source of moral hazard for credit rating agencies?

4. Were the rescues of GM/Chrysler, FNMA/FHLMC, TARP, AIG justified by results?

5. Did the rescues create moral hazard which will worsen the next financial crisis?

Executive MBA Program September 25, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: Competing Schools of Thought: Keynesian Model 

An influential model of the origins of business recessions arose from the work of John Maynard Keynes, Richard Kahn, John Hicks and other economists of the Keynesian school. 

Read:

Cunningham, Consumption Function and Investment Function.

Questions:
1. What is the Keynesian multiplier?

2. Is the Keynesian diagnosis of insufficient aggregate demand a correct description of the current financial crisis?

Executive MBA Program September 25, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: Competing Schools of Thought: Keynesian Model 

The Keynesian model is a justification for government intervention in the economy to regulate the business cycle.

Read:

Cunningham, Keynesian Model.

Questions:

1. Why might prices be rigid?

2. What does the Keynesian model prescribe to deal with recessions? 
Executive MBA Program September 26, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: Competing Schools of Thought: Alternatives to the Keynesian Model 

A counter-theory to the Keynesian school arose with the Monetarist view of the Depression. The Monetarist view said that the Depression was a banking crisis, not one due to a lack of aggregate demand.

Read:

Friedman and Schwartz, The Great Contraction.

Romer, “What Ended the Great Depression?”

Questions:

1. What is the Monetarist view of the cause of the Great Depression?

2. What does Christina Romer believe ended the Depression?

3. Is the current crisis consistent with a Keynesian model, or a banking crisis model?
Executive MBA Program September 26, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: Competing Schools of Thought: Alternatives to the Keynesian Model 

A new challenge to the Keynesian orthodoxy arose when stagflation occurred in the 1970’s, something not considered possible in Keynesian theory. The Rational Expectations school said that the Keynesian view of people as passive reactors to government policy was inaccurate. These challenges suggest that government may not be as effective at regulating the economy as the Keynesians believe.

Read:

Cunningham, Competing Schools of Economic Thought.

Miron, “The Case Against the Fiscal Stimulus”
de Rugy, “The Facts About Stimulus Spending” 
de Rugy, “The Facts About Spending Cuts, the Debt, and the GDP” 

Henderson, “Canada’s Budget Triumph”

Lucas, “The U.S. Recession of 2007-201?”

Bernanke, “The Great Moderation”

Taylor, “The Great Deviation”

Kohn, “It’s Not So Simple”

Taylor, “Monetary Policy Rules Work and Discretion Doesn’t: A Tale of Two Eras”

Questions:

1. How did the Keynesian multiplier do when tested against empirical evidence by Friedman and Meiselman? 

2. If the Permanent Income Hypothesis is correct, will people spend or save funds from government bailouts? What are the implications for the bailout programs of the Bush and Obama administrations?

3. If people have Rational Expectations, why did the financial markets crash in the Fall of 2008?

4. Are the government policy interventions of 2008-2011 time consistent or time inconsistent?

5. Does the empirical evidence support the Keynesian model, or an alternative? Was the fiscal stimulus package effective?

6. Is the U.S. now on a lower GDP growth path, as Mr. Lucas suggests?

7. Is the Taylor Rule a compromise between Keynesianism and Rational Expectations? How did it work in practice? Could it be useful again as a policy tool? Is it consistent with the Lucas Critique?
Executive MBA Program October 9, 2015
Discussion Leader:  Professor James P. Cunningham 
TOPIC: The Origins and Consequences of International Trade 
This session will acquaint you with the underlying theory of international trade: the doctrine of comparative advantage. This theory helps to explain why nations trade with each other and forms the basis for assessing the consequences of international trade policies. 

1. Absolute advantage 
2. Comparative advantage 

3. Trade, income distribution, and growth 

Read: 
Cunningham, International Trade.
Questions:

1. What is the difference between absolute advantage and comparative advantage?

2. Who gains from free trade? Does anyone lose?

3. Is a trade deficit bad?

Executive MBA Program October 9, 2015
Discussion Leader:  Professor James P. Cunningham
Topic: Factor Endowments, Factor Mobility, and Asian Mercantilism 

This session will examine how differences in factor endowment (labor intensive vs. capital intensive) affect who gains and loses from trade. When labor and capital are free to move between countries, immigration and capital flows result. Asian mercantilism is an attempt to manage trade by increasing domestic saving and restricting imports.

Read:

Cunningham, Factor Endowments.

Cunningham, Factor Movements.

Cunningham, Japan’s Development.

Questions:

1. What are the predictions for trade patterns from the Heckscher-Ohlin theorem?

2. What does the Factor Price Equalization theorem predict happens to wages and interest rates?

3. What does the Stolper-Samuelson theorem say about who gains and loses from trade?

4. Why has Japan’s previous rapid growth ended? What does this imply for China?
Executive MBA Program October 10, 2015
Discussion Leader: Professor James P. Cunningham 

TOPIC: Trade Policy, The International Monetary System, Exchange Rate Determination, and International Economic Linkages
The purpose of this session is to help you understand trade policy, what the international monetary system is and how the choice of system affects currency values. It also provides an historical background of the international monetary system. This gives you perspective when trying to interpret the likely consequences of new policies in the area of international finance.  Another purpose of this session is to help you understand the basic forces underlying the flow of goods and funds between countries. This session links the international flows of goods, services, and capital to key political, economic, and cultural factors. 
1. Trade Policy
2. The concept of an equilibrium exchange rate 
3. Basic factors that influence exchange rates 

4. Four alternative exchange rate systems

    a. Free float 

    b. Managed float

    c. Fixed rate 

    d. Current hybrid system 

5. A brief history of the international monetary system

    a. The gold standard

    b. The Bretton Woods System: 1946-1971

    c. The Post-Bretton Woods System: 1971-present

    d. The European Monetary System 
6. Basic balance-of-payments accounts

    a. Current account 

    b. Capital account

    c. Official reserves account 

7. The international flow of goods, services, and capital

    a. The link between the current and capital accounts

    b. Domestic savings and investment and balance-of-payments accounts 

8. The links between the domestic and world economies 

    a. Domestic consumption and production and international trade

    b. Foreign consumption and production and international trade

    c. Interest rate differentials and international capital flows 

9. National economic policies and their international consequences

    a. National economic policies and their balance-of-payments impacts

    b. Import restrictions and their balance-of-payments effects 

Read:
Cunningham,  Powerpoints: 4th Weekend, Trade Policy and Exchange Rates.
Cunningham,  Balance of Payments.

Powerpoints:  Balance of Payments.

Powerpoints:  Exchange Rates.
Questions:

1. What are the effects on trade and employment of a depreciation of the currency?

2. How is equilibrium in the foreign exchange market achieved under:

    a. a gold standard  

    b. the Bretton Woods system 

    c. a freely floating exchange rate system

    d. the current hybrid system
3. Are the trade deficits of the United States sustainable?

Executive MBA Program October 10, 2015
Discussion Leader: Professor James P. Cunningham 
TOPIC: Financial Assets, Derivatives, and International Risk Management 
The purpose of this session is to help you understand: 1) how different countries have different types of corporate control; 2) how swaps, forward contracts, and futures contracts are used to manage risk; 3) how hedging is used to manage currency risk.
Read:

Powerpoints: Governance and Corporate Control Around the World.

Rajagopalan and Zhang, “Corporate Governance Reforms in China and India: 

                     Challenges and Opportunities,” Business Horizons Vol. 51: 2008,  pp.  55-64.

The paper above is included in Professor Rajagopalan’s materials.

Powerpoints: Corporate Governance: Some Historical Perspective

Powerpoints: Managing Risk: Swaps, Forward Contracts and Futures Contracts.
Powerpoints: Managing International Risk: Currency Risk and Political Risk.

Questions:
1. Why are Asian firms more likely to be closely held, compared to American or European firms?

2. What are the differences between a forward contract and a futures contract?

3. How can a multinational firm hedge currency risk?
