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8. Fixed versus Floating: applications. What are the implications of China’s peg to the U.S. 
dollar? Should China change its policies? Should the UK adopt the euro? 

Readings: Prasad, Rumbaugh, and Wang, “Putting the Cart before the Horse?” 2005. 

Frankel, “On the Renminbi: the Choice between Adjustment under a Fixed or 
Floating Regime,” 2006. 

The Economist, “Misleading Misalignments,” July 2007. 

KO, Chapter 20. 

 

9.  Issues in global capital markets.  How efficient are global capital markets? How should 
financial regulation be coordinated as globalization proceeds? 

Readings: KO, Chapter 21. 

  Froot and Thaler, “Anomalies: Foreign Exchange,” 1990. 

  Rogoff, “Rethinking capital controls: When should we keep an open mind?” 

Reinhart and Rogoff, “Serial Default and the ‘Paradox’ of Rich-to-Poor’ Capital 
Flows,” 2004 


