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FIN3714 Business Condition Analysis

Prerequisite : BG2400 Macroeconomics
Lecturer : Dr. Wanida Ngienthi
Office : SM201***

E-mail : wngienthi@au.edu

*** This subject is for NEW curriculum students only***

/ Martin de Tours School of Management and Economics’ Vision and Mission \

Vision:

To be the leading international business school in the ASEAN region providing high
quality business education to enable graduates to make invaluable contributions to
organizations and society.

Mission:
To shape our students into independent-minded graduates who are well-versed in
business, able to communicate effectively, tech savvy, innovative, and ethical to

Qlccessfully face global challenges. j

Course Objective:

The aims of this course are in fact to encourage students to systematically monitor the current state
of the economy and macroeconomic policies, and to enable student to be able to evaluate the changes
in economic environment. The course emphasizes on the application of macroeconomic theories and
policies to analyze and verify the impacts of government policies on industry, financial market,
economy, and business environment. Specifically, the course emphasizes on the determinants of
national income, business cycles, and the relationship between money supply, inflation, interest
rates, and financial assets.

Course Description:

The purpose of this course is to encourage students to think systematically about the state of the
economy and macroeconomic policies and develop skills necessary to evaluate the economic
environment within which business and financial decisions are made. It emphasizes on the
application of macroeconomic theories to understand the impacts of governmental policies on the
industry and the financial markets. Specifically, the course emphasizes on the determinants of
national income, business cycles and the relationship between money supply, inflation, interest rates
and financial assets.

Main Textbook:

Colander, D. C. (2009). Macroeconomics (Eighth edition). Singapore: Mc-Graw Hill Irwin.

Please note that you must carry the textbook at all classes.




Session Chapters/Topics Activities
1 None * Class Orientation
* Grouping
* Industry Selection
* Project Discussion
* Assignment Discussion
2 Ch. 7: Economic Growth, Business Cycles, Workshop I (Chapters 7&8)

Unemployment, and Inflation
* Two frameworks: the long-run and the
short-run
*  Growth
* Business Cycles
*  Unemployment
* Inflation
Ch. 8: Measuring the Aggregate Economy
* Aggregate Accounting
* Using GDP figure

Ch. 9: Growth, Productivity, and the Wealth
of Nations
* General observations about growth
o Growth and the economy’s
potential output
o The importance of growth for
living standard
o Markets, specialization, and
growth
o Economic growth, distribution,
and markets
o Per capita growth
* The sources of growth
o Growth-compatible institutions
o Investment and accumulated
capital
Available resources
Technological development
Entrepreneurship
Turning the sources of growth
into growth
o Empirical estimates of factor
contribution to growth

o O O O

* Production function and theories of
growth
o Describing production function
o The standard theory of growth-
the Classical growth model
o New growth theory

Workshop II (Chapter 9)

Ch. 10: The Aggregate Demand and
Aggregate Supply Model
* The AS/AD model
* The Aggregate demand curve
o Slope of the AD curve
o Shift in the AD curve
* The short-run aggregate supply curve

Workshop III (Chapter 10)




Session

Chapters/Topics

Activities

4
(Cont’d)

o The slope of SAS curve
o Shift in the SAS curve
* The long-run aggregate supply curve
o A range for potential output and
the LAS curve
o Shiftin LAS curve
* Equilibrium in the aggregate economy
o Integrated the short-run and long-
run frameworks
o Aggregate demand policy

Ch. 11: The Multiplier Model
*  The multiplier model
o Aggregate production
o Aggregate expenditures
o Autonomous and induced
expenditures
* Determining the equilibrium level of
aggregate income
o The multiplier equation
o The multiplier process
o The circular flow model and the
institute behind the multiplier
process
* Fiscal policy in the multiplier model
o Fighting recession: Expansionary
fiscal policy
o Fighting inflation: Contractionary
fiscal policy
* Appendix B: the multiplier model and
AD/AS Model

Workshop IV (Chapter 11)

Ch. 13: Financial Sector and The Economy
*  Why is the financial sector important to
macro?
* The role of interest rate in the financial
sector
* Banks and the creation of money
o How banks create money
o The money multiplier
* The demand for money and the role of
the interest rate
o Why people hold money
o Equilibrium in the money market
o The many interest rate in the
economy

Workshop V (Chapter 13)

Ch. 14: Monetary Policy
* How monetary policy works in the
models
*  How monetary policy works in practice
o Monetary policy and the Fed
o The conduct of monetary policy

Workshop VI (Chapter 14)




Session Chapters/Topics Activities
7 o The Fed funds market
(Cont’d) * The complex nature of monetary policy
o The Taylor rule
o Maintaining policy creditability
MIDTERM EXAM (25%)
January 20, 2012
9:00 — 11:00
8 Ch. 16: Inflation and the Phillips Curve Workshop VII (Chapter 16)

* Some basics about inflation
o The distributional effect of
inflation
o Expectations of inflation
o Productivity, inflation, and wages
* Theories of inflation
o The quantity theory of money and
inflation
o The institutional theory of
inflation
o Demand-pull and cost-push
inflation
* Inflation and unemployment: the Phillips
curve
o History of the Phillips curve
o The long-run and short-run
Phillips curve
o Stagtflation and the Phillips curve
* The relationship between inflation and
growth
o Quantity theory and the
inflation/growth trade-off
o Institutional theory and the
inflation/growth trade-off

Ch. 17: Deficits and Debt
* C(lassical economics and sound finance
o Ricardian equivalence theorem
o Nuanced sound finance
* Keynesian economics and functional
finance
o Functional finance
o Nuanced functional finance
* Building fiscal policies into institutions
o How automatic stabilizers work
o State government finance and
procyclical fiscal policy
o The negative side of automatic
stabilizers

Workshop VIII (Chapter 17)

10

Ch. 19: International Trade Policy,
Comparative Advantage, and Outsourcing
* Varieties of trade restrictions
o Tariffs and quotas
o Voluntary restraint agreement

Workshop IX (Chapter 19)




Session

Chapters/Topics

Activities

10
(Cont’d)

o Embargoes

o Regulatory trade restrictions

o Nationalistic appeals

Reasons for trade restrictions

o Unequal internal distribution of
the gains from trade

o Haggling by companies over the
gains from trade

o Haggling by countries over trade
restrictions

o Specialized production

o Macroeconomic aspects of trade
National security

o International politics

o Increased revenue bought in by
tariff

11

Ch. 20: International Financial Policy

Exchange rate
o Exchange rate and the balance of
payment
o Fundamental forces determining
exchange rate
o Indirect methods of influencing
exchange rate
o Direct methods of influencing
exchange rate
Advantages and disadvantages of
alternative exchange rate systems
o Fixed exchange rate
o Flexible exchange rate
o Partially flexible exchange rate

Workshop X (Chapter 20)

12

None

Project Discussion 1

13

None

Project Discussion 2

14

None

Project Presentation

FINAL EXAMINATION (40%)
March 26, 2012
9:00-12:00

Mark Allocation+: (+see also classroom policies and class requirements)

Workshop *

Class Participation

Term Project **

Mid-term Examination
Comprehensive Final Examination
Total

Class Requirements:

10%

5%
20%
25%
40%

100%




*Workshop

According to the aim of this course in which to encourage students to systematically monitor the
current state of the economy and macroeconomic policies, this course requires all students to
participate in workshop at the end of each session in order to discuss assigned economic issues based
on either the related chapter(s) or current situation. By discussion, students will be encouraged to
understand and apply macroeconomic theories effectively and also to utilize them in systematically
analyzing the assigned economic issues. Moreover, students will also be motivated to participate
actively in the class.

**Term Project

In order to enable students to be able to evaluate the impacts of changes in economic environment on
industry and business environment, each group of students are required to fulfill the course
requirement by completing the term project based on the selected industry. Based on the selected
industry, the students are required to (1) study the overview of the selected industry, (2) apply
macroeconomic theories and policies to analyze the current state of the economy, (3) verify the
impacts of the current state of the economy and government policies on the selected industry, and (4)
make use of result of the analysis in the business decision making of the selected industry. Since this
is the term project, the students are required to report and discuss their progress to the lecturer at the
end of every session. In addition, students are also required to provide the professional presentation
on the specified date.

Term project mark (20%) will be awarded based on the following determinations:

1. Project Discussion (Project progress) 5%
2. Report Paper 5%
3. Final Presentation 10%

Classroom Policies:

Students need to comply with AU Dress Code, Time Conflict Examination Regulations,
Laws on Smoking Cigarette, and Restrictions on Foods and Drinks V10.1, June 2010.
* Attendance policies:
- 2 times of ten-minute late for class considered as 1 absence.
- Make—up classes are not allowed.
- 80% attendance is strictly required regardless of any reason.
- No checking attendance for other classmates. Violation of the policies will result in being
automatically withdrawn from the class.
- Attendance is counted since the first day of class regardless of any reason.
*  Manner in class:
- Behave in a polite manner
- Pay respect to instructors and class participants
- Turn off all communication devices
- Do not leave and re-enter the classroom
- Prohibited manners: Eating, drinking, chatting, talking on the phone, text-messaging,
sleeping, reading other materials, doing other subjects’ assignments/homework, walking in-
out, etc.
- Improper behavior will result in no attendance checked.
* Dress code:
- Follow AU dress code
- Improper dress code will result in no attendance checked.
* C(lass assignments (Homework, reports, project, presentation, paper, etc.):
- No Plagiarism.
- The students copying works from all sources will be penalized — “Zero” marks or “F” grade.
- Hand in all class assignment on time, both soft copy and hard copy.
- Late submission will NOT be graded.
* Class participation:
- Be participative and attentive in class
- The students are also required to comply with all classroom policies.




- Violation of the classroom policies will result in “zero” or “negative” participation marks
and/or no attendance checked.

* Request for make-up quizzes (if applicable):

- The students requesting for the make-up quizzes need to submit their names with valid
evidence (ABAC related issues only) to the respective lecturer within the specified dates.

- Late submission will NOT be allowed to take the make-up quizzes.

* Grade inquiry:

- The students can request for a review for their marks or grades.

- The students need to submit petition to the respective Chairperson at D6 or MSM?2 within 2
weeks after their marks or grades have been officially announced. Petition submitted after
the specified period will NOT be considered.

- Reevaluation process: The students’ class assignments or exam answer scripts will be
reevaluated by the internal committees assigned by the respective department. Please note
that the students’ marks may or may not be adjusted after the reevaluation process and it is
considered as a “final consensus” between the students and the committees.

February 27, 2012 (Monday) : Last day to withdraw with “W”
(Withdrawing after this date, the students need a chairperson’s approval.)
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