Syllabus for FPO Examination

PAPER: INTERNATIONAL TRADE THEORY

Course Objectives
At the completion of the course, participants will be able to:
i) Develop an insight into advances in trade theory

ii) Develop and understanding of the mechanism of capital flows

iii) Develop an understanding about testing and predicting trade patterns
Course Level: Basic Time duration: 3 hrs
Credit Hours: 40 Marks: 100

Syllabus 48t cTP

Module 1: International Trade

1.1 International trade

1.2 International Trade and Linkages (Case Studies)

1.3 Balance of trade, its importance and Impact on economy

1.4 National Income Accounting and the Balance of Payments (International Economics:
Theory and Policy, 10th edition, Paul Krugman, Maurice Obstfeld, and Marc Melitz,
CHAPTER 13)

Module 2: Traditional Trade Theories

2.1 Mercantilist's views on trade

2.2 Adam Smith’s model

2.3 Ricardian model

2.4 Specific Factors and Income Distribution
2.4.1 Labor and Capital Movements

2.4.2 Factor Mobility and National Advantage
2.4.3 Factor Movement & Income Distribution
2.4.4 Socially Responsible Trade Integration

2.5 Heckscher-Ohlin model

2.6 New trade theory and gravity model of trade

2.7 The Standard Trade Model (International Economics: Theory and Policy, 10th
edition, Paul Krugman, Maurice Obstfeld, and Marc Melitz, Chapter 6)

Module 3: Modern firm base trade theories

3.1 Country similarity theory

3.2 Product life cycle

3.3 Global strategic rivalry theory

3.4 National competitive advantage

3.5 Firm Upgrading (Model by Verhoogen 2021)

3.6 Firm Innovation (Model by Crepon, Duguet & Mairessec, 1998)

3.7 Management and Business Training (Models by Bloom and Van Reenen 2007 and de
Mel et al. 2014)

3.8 Standard complete markets model
3.9 Imperfect credit and insurance markets (De Mel et al. 2008)
3.10 Firms, Contracts & Development




3.11 Markets and Competition in Developing Countries

Module 4: International Finance

4.1
4.2
4.3
4.4
4.5

4.6

4.7

4.8

International monetary system

Foreign exchange market, its types and functions

Foreign exchange rates and international transactions

Foreign exchange risks

Price Levels and the Exchange Rate in the Long Run (International Economics: Theory
and Policy, 11th edition, Paul Krugman, Maurice Obstfeld, and Marc Melitz, Chapter
16)

Output and the Exchange Rate in the Short Run (International Economics: Theory and
Policy, 11th edition, Paul Krugman, Maurice Obstfeld, and Marc Melitz, Chapter 17)
Foreign Exchange Intervention and Money Supply (International Economics: Theory
and Policy, 11th edition, Paul Krugman, Maurice Obstfeld, and Marc Melitz, Chapter
18)

Macroeconomic Policy & Coordination under Floating Exchange Rates (International
Economics: Theory and Policy, 11th edition, Paul Krugman, Maurice Obstfeld, and
Marc Melitz, Chapter 19)
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Cases:

® HBSP Business cases

e Economics in the news

Trade Cases:

e Pakistan: The Consequences of a Change in the EC Rice Regime

e Apple (in 2013): How to Sustain a Competitive Advantage?

® Nike versus New Balance: Trade Policy in a World of Global Value Chains







