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Course Outline

This course aims at explaining which are the main economic mechanisms driving capital flows in
the case of developing countries, and how capital flows are related to the dynamics of fundamental
variables such as the nominal and real exchange rate, the current and financial account in a country’
Balance of Payments (BoPs), the accumulation of foreign debt stock. This course also aims at
showing how capital mobility may be source of heightened economic instability and, eventually,
economic (financial) crises by giving rise to unstable macro dynamics. In particular, here we focus
our attention on the dynamics of the most relevant components of developing countries’ BoPs. The
final part of the course stresses how the theory of Balance-of-Payments constrained growth can still
be relevant to explain the long-run macroeconomic dynamics and growth records of developing
countries even in presence of highly liberalized international financial markets.
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