
IM 629
INTERNATIONAL FINANCIAL MARKETS
Fall 2008 ______________________________________________________________
Instructor:

Hoje Jo

Office:


300 C
Phone:


831-647-4165 (Office, M & W), 408-554-4779 (Office, T,Th & F, SCU), 408-554-5206 (Fax), Email: hjo@scu.edu 

Office Hours:

Monday and Wednesday, 10:30 - 11:30 pm and before/after class or by appointment

Course meets:

Monday and Wednesday, 8:30 am to 10:00 am in Room MG100
Prerequisite:

IM 536
Course Objectives:
The objective of the course is to provide the student with the conceptual framework necessary to appreciate and understand the key financial markets and instruments that facilitate trade and investment activities in a dynamically evolving global financial environment. For this purpose, this course focuses on the global financial environment, foreign exchange rate market, foreign currency options market, currency futures market, currency forward market, currency and interest rate swap market, international banking and money market, international bond market, international equity market, international portfolio diversification, and international parity relations.

Required Textbook:
*   Eun and Resnick (hereafter, ER), International Financial Management, 4th Edition, Irwin McGraw-Hill Publishing Co., 2007.

· Moodle containing Reading Packages (hereafter, RP) and sample exams. 

Recommended Reading:
· The Wall Street Journal 

· Soros on Soros: Staying ahead of the curve, John Wiley & Sons, Inc. 1995.
Course Participation and Policies:
Class participation is critical.  This is an opportunity for you to practice your ability to present and defend your ideas regarding crucially important materials and current issues by answering my questions and by raising questions yourself.  In addition, bringing your individual experiences and context to the discussion of the issues can make the class more enjoyable and productive. Class sessions will be devoted to lectures and term paper discussions on topics outlined in the course syllabus.  Equipped with this background provided in the classroom, students are asked to analyze a topic of your choice which is intended to provide them with the opportunities needed by the financial decision-makers in a global setting. 

There will be two regular Mid-term exams and a final exam during the semester.  You are also required to hand in one term paper based on your interest.  A study group of up to 2 students may work together to complete the term paper. The term paper may be prepared in teams.  In order to stimulate your participation, instructor encourages you to present your term paper proposal on the designated date. The due date for the group term paper is listed below.  The problem sets are to be prepared individually for the purpose of reviewing and preparing for exams. The solutions of problem sets are to be posted in Moodle (password: fall).

Evaluation:

Three Problem Sets (from our Textbook)


15%

First Mid-Term Exam





20%

Second Mid-term Exam




20%

Term Paper






25%

 

(2 pages proposal: 5 points and final paper: 20 points)
Final Exam 






20%
Total





       

100%

The final exam is cumulative and comprehensive.  At the end of the semester, the total points for each student will be calculated and grades will be assigned based on each student's ranking relative to the other students in the course.  

Term Paper
Term papers in all areas of international finance will be welcomed, with special interests that address aspects of international financial markets. Indicative topics include, but are not limited to:

     
- Alternative Investments and International Financial Integration;

- International Hedge Fund Markets;

 -Behavioral Finance and International Financial Market


- International Equity or Bond Markets;
     
- Banking & Financial Services in Integrated Markets;
     
- Behavioral Aspects of International Financial Markets;
     
- Commodity Markets and International Financial Integration;
     
- Corporate Governance and International Firms;
     
- Emerging Markets;
     
- Financial Engineering & Derivatives;
    
- Global Financial Crises;
     
- Global Risk Markets;
     
- Interest and Exchange Rates;
     
- International Asset Market Comovements;
     
- International Asset Pricing;
     
- International Portfolio Diversification;
    
- Markets and Exchanges in a Globalized Environment;
     
- Mathematical and Computational Models of International

       
   Finance;
    
- Multinational Financial Management;
     
- Regionalization and Globalization in International Finance;
     
- Volatility Determination and Transmission.
Tentative Course Outline and Readings

Class


Tentative Topic







1st week

No Class: Instructor is out of country

2nd wk

 1.  GLOBALIZATION AND INTERNATIONAL FINANCIAL MARKETS
Introduction of International Financial Markets (Ch. 1)




International Opportunities and Risk (Ch.1) 


    Study the following questions at the end of the chapters



    Chapter 1: Questions 2, 6, 10, and Mini Case: Nike’s Decision

3rd & 4th wk     2.  FOREIGN EXCHANGE MARKET
Foreign Exchange market (ch.5) 

 


Bid-Ask Spread and Cross Exchange Rates

Market participants and International arbitrage



(Locational arbitrage and triangular arbitrage)



 


Speculating on Anticipated Exchange Rates



Outside Readings:




***George Soros (1): George Soros, Sourge of Asia? 9/29/1997, Fortune, posted 


in   Moodle.

**George Soros (2): The Man Who Moves Markets – Super-investor &              Benefactors, 8/23/1993, Business Week, posted.

    ** George Soros (3): Passage to India, 1/23/1995, Business Week, posted.

    ** George Soros (4): Turning Dollars into Change, 9/22/1997, Time

    ***George Soros (5): How the Market Overwhelmed the Central Bank,                      11/09/1992, Forbes, posted in Moodle.

Study Chapter 5: Problems (not questions) 1, 2, 6, 7, 8, 9
5th wk
3. INTERNATIONAL PARITY RELATIONS (First Half)
Interest Rate Parity and Covered Interest Arbitrage (Ch. 6: p.132~141)



Problem Set #1 is due on 9/29.  

First Mid-Term Exam: (10/1) for Ch. 1, 5 & part of Ch. 6 up to the materials covered 


    by 9/29.

6th and 7th wk  


          
4.  CURRENCY OPTIONS MARKET
Foreign Currency Options (Ch. 7): Lectures on Options 

Four Basic option strategies

Hedging with currency options



    Study Chapter 7: Mini Case: The Options Speculator
7th wk

5.  CURRENCY FUTURES MARKET
Speculation and Hedging with Currency Futures  (Ch 7): Lectures on Currency Futures.

Outside Reading Material: 
***Speculation and Hedging with Currency Futures (in Moodle)


    
Study Chapter 7: Problems 1, 2, 4 for currency futures


6.  CURRENCY AND INTEREST RATE SWAP MARKET 
Interest Rate Exposure (Ch. 14)


Interest Rate Swap

8th wk             10/20 (M): Second Midterm Exam (Chapters 1, 5, 6, 7 for options & futures, and part of Ch. 14 Interest Rate Swap covered up to 10/15)
9th wk

   CURRENCY AND INTEREST RATE SWAP MARKET (Continued) 

Interest Rate Exposure (Ch. 14)


Interest Rate Swap

Brief introduction of currency swap
  

   Study Chapter 14: Problems  2, 3, 4, 5



7.  CORPORATE GOVERNANCE AROUND THE WORLD 

Agency Problems and Corporate Governance (Ch. 4)

Study Chapter 4: Questions 3, 8, 10, and Mini Case: Parmalat: Europe’s Enron

Outside Readings: (***readings required, **recommended, and *optional) 
*** Ethics and Disclosure: A Study of Financial Performance of Seasoned Equity Offer Markets (Hoje Jo and Yongtae Kim, 2008, Journal of Business Ethics, 80: 855~878, posted in Moodle).

*** Disclosure frequency and Earnings Management (Hoje Jo and Yongtae Kim, 

2007, Journal of Financial Economics 84, 561-590, posted in Moodle).

**Underwriter Choice and Earnings Management (Hoje Jo, Yongtae Kim, and 
Myoung Seok Park,  2007, Review of Accounting Studies 12, 23-59, posted in Moodle).
10th wk

8.  INTERNATIONAL PARITY RELATIONS (Ch. 6: The second-half)

Purchasing Power Parity

International Fisher Effect



    Study Chapter 6: Problems: 2, 3, 4, 5, 6




Outside Readings:
  
                          *** Hungry for a Big Mac? Go to China! Economist, 4/26/2003, CBH. P. 74-75, 

                                      to be distributed in the class.
11th wk

9.  INTERNATIONAL BANKING AND MONEY MARKET (Ch. 11)




Outside Readings:
 


           ***“Relationship Banking and Information Environments in Japan” (with Bok Baik,                                Hoje Jo and Jun-Koo Kang),  2007, Working paper, Santa Clara University
12th wk
          10.  INTERNATIONAL BOND MARKET (Ch. 12)
13th wk
          11.  INTERNATIONAL EQUITY MARKET (Ch. 13)



Cross-listing and ADRs

14th wk          12.   INTERNATIONAL PORTFOLIO DIVERSIFICATION (Ch. 15)
15th wk
 Final Term Paper Presentation and Review for Final



12/XX

Final Exam: 
Some topics/problems may be added or deleted depending upon the interest of the class.

Summary of Important dates
1)  Problem Set




Due Date
#1





9/29 (M)

#2





10/15 (W)


#3







2) First Mid-Term Exam



10/1 (W)

3) Second Mid-term Exam



10/20 (M)




4) Term Paper Proposal (2 pages) due
     And start presentation (up to 15 minutes)
from
10/22 (W)
5)  Final Term Paper Due and presentation

12/8 (M) 




5)  Final exam





12/XXX


Problem Set 1

Chapter 1: Questions 2, 6, 10, and Mini Case: Nike’s Decision

Chapter 5: Problems 1, 2, 6, 7, 8, 9 


Chapter 6: Problems 2, 3, 4, 8
Problem Set 2

Chapter 7: Mini Case: The Options Speculator


      Problems 1, 2, 4 for currency futures

Chapter 14: Problems  2, 3, 4, 5

Chapter 4: Questions 3, 8, 10, and Mini Case: Parmalat: Europe’s Enron

Chapter 8: Problems 1, 2, 5

Chapter 6: Problems: 5, 6, 7, 9, 10
Problem Set 3
Chapter 11: Problems 1, 2, 4, 6, 7 
Chapter 12: Questions 1, 3, 5 and Problems 1, 2, 3

Chapter 13: Questions 1, 3, 5 and Problems 1, 2


Chapter 15: Problems 1, 2, 3, 4, 5
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4

