The Chinese University of Hong Kong
Econ 5440: International Trade
Fall 2020

Instructor:

Professor Liugang Sheng
Department of Economics
Chinese University of Hong Kong

Office: Esther Lee Bldg 929
Email: Isheng@cuhk.edu.hk
Phone: 3943-8231

Time and Location: Mon 9:30am-12:15pm Online through Zoom
Class date: 14/09/2020- 14/12/2020

Office Hours: Mon 4pm-5pm by appointment on Zoom
Course Website: Access through CUSIS

Textbook:
e Robert Feenstra: Advanced International Trade: Theory and Evidence, Princeton
University Press, 2015. Second edition (the first edition is also ok).
e Treb Allen and Costas Arkolakis: Elements of Advanced International Trade,
manuscript.
e Liugang Sheng and Hongyan Zhao, Changes in the China-U.S. Economic Relations
(F £2 % % /&), in Chinese, 2020, Peking University Press.

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 ongoing
US-China trade war.

Learning Outcomes:

After completing this course, the students are expected to:

1. Acquire advanced knowledge in theoretical and empirical analysis of international trade;
2. Develop skills in theoretic modeling and empirical analysis of trade;

3. Obtain preparations for conducting independent research in trade.

Grading:
Your overall performance will be determined by homework (15%0), replication report
(20%0), presentation (20%0), and open-book final exam (45%). No reschedule of the
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final exam will be given, but the weight could be reallocated to other parts if you could not
take it with my approval.

Presentation: each student selects a paper on international trade, and presents in class for
about 20-30 minutes. | will give some papers but you can also propose your own with my
approval.

Schedule

Presentation: In class on 7/12/2020

Final exam: 14/12/2020

Due day for replication report: 21/12/2020

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

Contingency

We may switch back to face-to-face class when the pandemic is under control, and then
the final exam can be close-book and in classroom. The teacher keeps the right to adjust
the syllabus if the situation of pandemic changes.

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: (11 weeks)

Section I: Neoclassical Theories of Trade (4 weeks)

1. Introduction (0.5 week)

2. Ricardian Model (0.5 week)
3. The Heckscher-Ohlin Model (Feenstra, Ch 1-2) (1.5 weeks)
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. Trade in intermediate goods and wage inequality (Feenstra, Olin-lecture) (1.5
weeks)

Section I1: “New” and “New New” Trade Theory (6 weeks)

5. Increasing Returns and the Gravity Equation-Krugman model (1 week)
6. New Economic Geography (0.5 week)

7. Heterogeneous firms-Melitz model (2003) (2.5 weeks)

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

Section I11: The US-China Trade War (1 week)
9. The US-China Trade War: the causes and consequences
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