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Teaching about International Economics
Contrast is always a great teaching tool. I find that my students can better understand the U.S. economy, if they learn something about other economies. My goal this month is to provide you with some international economics resources to use with your students. 


Book of the Month
Fixing Global Finance


Within all of the discussions about the current financial crisis, subprime lending, Fannie Mae, Freddie Mac, etc., etc., I felt that I had a hole in my understanding of the crisis. What is the engine that spread a primarily US market problem and so quickly and so devastatingly throughout the world? Martin Wolf’s book helped me to fill in this blank. 
In 1997 and 1998, the world experienced it last international finance disaster. Many countries had borrowed heavily in foreign currencies. For example, in Thailand bankers from the US, Europe and Japan had gladly leant billions of dollars, largely in dollar denominated loans. To protect Thailand’s position, the Thai government pegged the Thai baht to the US dollar. A devaluation of the baht would mean an increase in the real debt load for Thai borrowers, because they were required to pay back their loans in US dollars. However, once markets became concerned that the Thai government lacked sufficient foreign currency reserves to support the baht, speculators descended on Thailand, shorting the baht, breaking the peg, and driving Thailand into economic disaster. During 1997, we saw this Asian contagion spread from country to country. In 1998, this disaster culminated with the Russian bond default and the collapse of Long Term Capital Management (LTCM) in the US.  Most of the world vowed: Never Again! Never again would they allow themselves to be caught in such a vulnerable situation. 
The policy response by many nations, including China and other Asian nations, was to increase domestic savings and accumulate large foreign currency reserves. In contrast, the US went on a spending spree. American’s poured trillions into housing and the Federal Reserve happily responded with a wall of money. Known as the “Greenspan Put,” the Fed held the Fed Funds Rate at 1% for over a year during 2003-2004. However, in addition to the wall of money being manufactured here at home, the Chinese and many other countries had plenty of money to spare to finance the US spending orgy. In a quest for a return better than the 1% paid on government bonds, foreigners handed over their hard earned saving in exchange for other pieces of US paper, like AAA rated CDOs, backed up by the value of American homes. Thus, when the housing market began to collapse at the end of 2006, the economic disaster quickly spread throughout the rest of the world, as well. 
In this book, Martin Wolf explains how this all happened. He explains how the world financial system became a system in which the critical role of the US economy was to be the borrower and spender of last resort. 

Book Review of Fixing Global Finance


International Economics Websites
Bureau of Labor Statistics
The BLS offers a wide range of international data and links to international resources. 


A Chartbook of International Labor Comparisons (March 2009)
International Labor Comparisons

Statistical Sites on the World Wide Web
Central Intelligence Agency
This is a good starting point for country research. Economics is just one of the categories for each listed country. 


The World Factbook
The Economist
This is similar to the CIA World Factbook, but focuses specifically on economics.

Country Briefings
NationMaster.com
This websites is a comprehensive collection of international statistics on a very wide range of topics. 

International statistics
markbarnes.us
I have collected some of my favorite international economics links on this web page. 


International Economics links


I hope that you find these materials helpful. Please keep the suggestions and comments coming.  
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