
Prof. Kuttner Spring 2014

Williams College CDE · Econ 515
Developing Country Macroeconomics II

Time and place. The course meets on Mondays and Wednesdays from 8:30 to 9:45, and on some

Mondays from 2:35 to 3:50 (see schedule). Classes will be held in the CDE classroom.

Course description. The class covers a range of issues having to do with monetary, exchange
rate, and fiscal policies as they pertain to developing and emerging market economies. The first
third of the course will develop a simple macroeconomic model emphasizing floating exchange
rates and interest rate-based monetary policy rules. The remaining two-thirds will cover a range of
policy issues that fall into three broad categories. The first category is monetary policy, where we
will discuss practical problems faced by central banks, including (but not limited to) the choice of
policy instrument, balance sheet effects, monetary policy transmission, dollarization and inflation
targeting. The second broad topic is exchange rate policy: choice of framework, pass-through,
exchange rate misalignments and capital flows. Fiscal policy is the third category. This will in-
clude a look at the the macroeconomic effects of fiscal policy and austerity, debt sustainability, the
cyclicality of spending, and institutional remedies for fiscal profligacy. The specific topics to be
covered will be determined by class vote.

The format of the course is a mix of lecture and seminar. Readings will include portions of the
professor’s book, mainly chapters 8, 11 & 12, 14 and 16–18. Excerpts from Montiel’s Macroe-

conomics in Emerging Markets and a selection (to be determined once the topics are finalized) of
policy-oriented papers and articles will also be used. There will be ample opportunities to discuss
the readings and everyone is expected to participate.

Course requirements and grading. The grade will be based on the following:

• Two short midterm exams (44%) tentatively scheduled for March 10 and April 21. There will
be no final exam.

• Five assignments (22%).
• A final project and presentation (34%). Options include preparing a case study or undertaking

some original empirical research.

The Honor Code. The Williams College honor code applies to all the work. Exams must be done
independently, without consulting other students or any reference material not explicitly permitted.
Collaboration on the homework assignments is encouraged, but what you turn in should be your
work alone.

Office hours. I will usually be available at the CDE on Monday and Wednesday mornings imme-
diately after class. Meetings can also be arranged by appointment. Send questions, comments, and
appointment requests to kenneth.n.kuttner@williams.edu. Glow will be used for distribut-
ing course information, including lecture notes, assignments, and any readings not included in the
course packet.

kenneth.n.kuttner@williams.edu


Econ 515 Syllabus Spring 2014

Menu of Topics

A. General

1. How to estimate potential output?

B. Monetary

1. Choice of interest rate versus money-based policies (section 16.2)

2. Monetary policy transmission (section 16.3)

3. Balance sheet effects

4. Estimating the effects of monetary policy (probably some overlap with Pedroni)

5. Central bank credibility and independence (sections 16.5 & 16.6)

6. Optimal monetary policy (section 16.4) and inflation targeting (section 16.7)

7. Dollarization

C. Exchange rate

1. Pass through

2. Defining and measuring the equilibrium real exchange rate (sections 17.1 and 17.2)

3. Choice of exchange rate regime (section 17.3)

4. Capital flows, remittances, capital controls etc. (section 17.4)

5. Issues facing commodity exporters

6. The effects of devaluations

D. Fiscal

1. The real effects of fiscal policy (section 18.1)

2. Debt sustainability, sovereign defaults and seigniorage (section 18.2, covered already in
505?)

3. Institutions, fiscal responsibility laws etc. (section 18.3)

E. Other

• IMF programs

F. Requests

1.

2.

3.
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