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This course offers theoretical, empirical and current topics in international trade. It covers
studies of positive issues, such as: Why do countries trade? What goods do countries
trade? How does open to trade shape countries' industrial structure and global production
sharing? The course also concerns the normative issues, such as; is trade beneficial to
everyone, or are there winners and losers? What is the impact of trade on economic
growth, wage inequality and poverty? All these issues will be discussed both from theory
and empirics, as well as at country, industry and firm level. In particular, we will also
discuss the globalization of China.

Grading

Your overall performance will be determined by midterm exam (30%), presentation (20%)
and final exam (50%). No reschedule of the exams will be given except medical or family
emergency.

Occasionally I will give some problem sets. These are designed to build a mixture of
theoretical and empirical skills. Homework will not be graded, but they are essential
adjunct to the lecture material, and will assist you in preparing for the exams. Thus, it is
important to work on them carefully. I will also give some quiz in class but they are not
graded as well.
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Presentation: each student selects a paper on international trade, and present in class for
about 20-25 minutes. The presentation date is tentatively scheduled on April 20. I will
give some paper but you can also propose your own with my approval.

Exam Schedule
Midterm exam: In class on 23-Feb

Final exam: TBA

Attendance

Please attend the regular class and any announcement in the class is formal, you should
take the responsibility if you miss the lecture.

Academic Honesty
For guidelines on academic honesty, students are referred to Honesty on Academic Work:
A Guide for Students and Teachers at the following URL:

http://www.cuhk.edu.hk/policy/academichonesty/

Lecture Outlines: (13 weeks)

Section I: Neoclassical Theories of Trade (5 weeks)

1. Introduction (0.5 week)

2. The Heckscher-Ohlin Model (Feenstra, Ch 1-2) (2 week)

3. Trade in intermediate goods and wage inequality (Feenstra, Olin-lecture) (2 week)
4. Ricardian Model (0.5 week)

Section I1: “New” and “New New” Trade Theory (7 weeks)

5. Increasing Returns and the Gravity Equation-Krugman model (1 week)
6. New Economic Geography (1 week)

7. Heterogeneous firms-Melitz model (2003) (3 weeks)

8. Eaton and Kortum (2002) framework (2 weeks)

Section I11: Miscellaneous Topics (1 weeks)
9. Multinationals and Organization of the Firm (1 week, if time permits)
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