International Financial History

Chris Miller
Goals: 
This course will trace the history of finance from the origins of modern banking to the present day. Course readings and discussions will cover three main themes: the evolution of financial systems and financial products; the economic, social, and political factors that shape how financial systems operate; and financial crises. The course will encourage students to consider whether and how various frames of analysis—economic, political, and intellectual, for example—can explain how financial systems change over time.
Structure: 
The first course meeting each week will be devoted to lecture and discussion of the readings to ensure that students have developed sufficient factual knowledge of the relevant issues. The second meeting each week will focus on discussion, debate, and interpretation. Enrollment will be capped at 25 students.
Prerequisites:
 There are no prerequisites for the course. Since most students will not have previously taken a course on financial history, the readings will help students build basic factual knowledge about events, and will introduce some of the main analytical frameworks that have been used to interpret financial history. 

Grades: 
The final paper will account for 50% of the course grade. Students will also be expected to submit weekly one-page reading responses, which, along with quizzes and regular class participation, will account for the other 50% of the grade. Since this course will be largely based on discussions, your participation in class discussions will constitute an important part of your grade. Be prepared each class session to give your thoughts on the issues raised in the course readings.
Final papers:  Final papers will examine one issue of the history of finance in depth. Papers should be between 3000-4000 words. An outline and annotated bibliography of your papers will be due Nov. 3. The final draft will be due Dec. 24.
Attendance: 
Attendance is mandatory at each class; if you need to miss a session, please let me know in advance in order to get my permission. I will provide you with a writing assignment to make up for the work that you missed. Skipping any classes without arranging a makeup assignment with me beforehand will lower your grade.
Plagiarism:
Plagiarism is strictly forbidden. Any plagiarism will have a severe effect on your grade. If you have any questions about what constitutes plagiarism, please let me know.

Make Ups:
Students who fail the course will have the chance to complete two make up assignments. First, they can write a new final paper on a different topic, with the same requirements as the original final paper. Second, to make up the weekly class work, they can complete a series of quizzes about course material. 
Readings:
You will get paper copies of these texts. I will provide electronic versions of all other readings.

Niall Ferguson, Ascent of Money
Youssef Cassis, Capitals of Capital
Walter Bagehot, Lombard Street
Friedman and Schwartz, The Great Contraction 

Benn Steil, The Battle of Bretton Woods
Martin Gilman, No precedent, no plan: inside Russia’s 1998 default

Gary Gorton, Slapped by the Invisible Hand
Office hours:
I will arrange office hour times once the semester begins. I am happy to meet outside of office hours, too – just send me an email.

My email is: cr.miller@yale.edu

Course Schedule
Week 1. Finance, banking, and bubbles: History and Theory
Main questions: What role has finance played in history? Does it lead economic growth, or follow it? Do all financial ‘bubbles’ follow the same pattern? What causes bubbles? Are they rational? 
Readings:

1. Ferguson, Ascent of Money, selections
2. Kindleberger, Manias, Panics, and Crashes, ch. 1-7
3. Kindleberger, Financial History of Western Europe, p. 1-35
4. Chancellor, Devil Take the Hindmost, ch. 1-3
5. Ross Levine, “Financial Development and Economic Growth:  Views and Agenda,” Journal of Economic Literature 35 (June 1997): 688-726.

Week 2. The first modern financial system? London during the 17th and 18th centuries
Main questions: Was 17th and 18th century England’s financial system unique? If so, what innovations mark it as ‘modern’? Why did these innovations happen?

Readings:

1. North and Weingast, “Constitutions and Commitment,” 
2. J. Lawrence Broz and Richard S. Grossman, “Paying for Privilege: The Political Economy of Bank of England Charters, 1694-1844,” Explorations in Economic History 41.1 (2004): 48–72

3. Niall Ferguson, The Cash Nexus, selections.

4. Cassis, Capitals of Capital, ch. 1.

5. Neal, The Rise of Financial Capitalism, ch. 1, skim the remainder
6. Temin, Prometheus Shackled, intro and ch. 7

7. Dickson, The Financial Revolution in England, section 1
Week 3: The origins of central banking

Main questions: What is a central bank? Why did it come about in Britain?

Readings:

1. White, Free Banking in Britain, selections
2. Cassis, Capitals of Capital, ch. 2
3. Walter Bagehot, Lombard Street
4. Frank Fetter, The Development of British Monetary Orthodoxy, selections
5. Goodhart, Evolution of Central Banking, selections
Week 4. Risk management and insurance
Main questions: Why did the insurance industry develop the way it did? In what ways was it shaped by social in political factors?
Readings: 
1. Bernstein, Against the Gods: the Remarkable Story of Risk, selections

Week 5. Finance in 19th century America
Main questions: What was the role of financial development in America’s economic rise? Did finance drive growth, did growth drive finance, or did politics drive finance?
Readings:

1. Rouseeau and Sylla, “Emerging financial markets and early US growth,” 
2. Farley Grubb, “Creating the U.S. Dollar Currency Union, 1748-1811:  A Quest for Monetary Stability or a Usurpation of State Sovereignty for Personal Gain?” American Economic Review 93 (Dec. 2003): 1778-98

3. Naomi R. Lamoreaux, “Banks, Kinship, and Economic Development:  The New England Case,” Journal of Economic History 46 (Sept. 1986): 647-67.
Week 6. The Gold Standard and ‘Anglobalization’
Main questions: Why did so many countries adopt the Gold Standard? Did it spread because it was useful, because people believed in it, or because politically powerful states and classes supported it?

Readings

1. Bordo and Rockoff, “The Gold Standard as a Good Housekeeping Seal of Approval”
2. De Cecco, Money and Empire, selections
3. Niall Ferguson, The Cash Nexus:  Money and Power in the Modern World, 1700-2000 (London, 2001), ch. 11

4. Cassis, Capitals of Capital, ch. 3

5. Cassis, City Bankers, ch. 2, 6-8

6. Kindleberger, Financial History of Western Europe, ch. 4
Week 7. The German Hyperinflation

In the early 1920s, Germany suffered the most devastating inflation to hit an advanced country in recorded history. Why?
Readings:

1. Niall Ferguson, “Constraints and room for manoevre in the German inflation of the early 1920s,” Economic History Review, 1996
2. Charles Maier, In Search of Stability, ch. 5
3. Gerald D. Feldman, ‘Weimar from Inflation to Deflation: Experiment or Gamble?’, in idem and E. Müller-Luckner (eds.), Die Nachwirkungen der deutschen Inflation auf die deutsche Geschichte (Munich, 1985), pp. 385(402
4. Niall Ferguson, Cash Nexus, chs. 4(6

Week 8. The Great Depression
Main question: What caused the Great Depression in America?
Readings:

1. Friedman and Schwartz, The Great Contraction 
2. Kindleberger, The World in Depression, selections; 
3. Eichengreen, Golden Fetters, intro and conclusion;
4. Frederic S. Mishkin, “The Household Balance Sheet and the Great Depression,” Journal of Economic History 38 (Dec. 1978): 918-37

5. Ben Bernanke, “The Macroeconomics of the Great Depression:  A Comparative Approach,” Journal of Money, Credit, and Banking 27 (Feb. 1995): 1-28.

6. Cassis, Capitals of Capital, ch. 4.
Week 9. Bretton Woods

Main questions: What was the Bretton Woods system? Why did it come about? What problems was it intended to solve?

Readings:

1. Benn Steil, The Battle of Bretton Woods
2. Eichengreen, Globalizing Capital, selections 
3. Cassis, Capitals of Capital, p. 200-219 

Week 10. Consultations on Final Papers

During this week, we will discuss final papers in class.
Week 11. Europe’s ‘Common Market’ for capital

Main questions: Why did Europe create a common market for capital? Was it a good idea?

Readings:

1. Rawi Abdelal, Capital Rules, selections
2. Helleiner, States and the Reemergence of Global Finance, ch. 4
3. Schenk, “The origins of the Eurodollar market in London, 1955-1963”
4. Niall Ferguson, High Financier, ch. 8.
5. Cassis, Capitals of Capital, p. 219-235
Week 12. “Globalization” and Finance
Main questions: What does it mean to say that finance became ‘globalized’? Did this ever happen? If so, why?
Readings: 

1. Eichengreen, Globalizing Capital, selections
2. Michael D. Bordo, Alan M. Taylor, and Jeffrey G. Williamson, ed., Globalization in Historical Perspective (Chicago:  University of Chicago Press, 2003), ch. 3.
3. Helleiner, States and the Reemergence of Global Finance, ch. 6-8
4. Cassis, Capitals of Capital, ch. 6.
5. Jeffrey Chwieroth, Capital Ideas: The IMF and the Rise of Financial Liberalization, ch. 1
Week 13. Third World Debt Crises in the 80s 

Main questions: How did the oil shocks of the 1970s affect the international financial system? What caused the Third World debt crises of the 1980s?
Readings: 
1. Diane Kunz, Butter and Guns: America’s Cold War Economic Diplomacy, selections
2. David Spiro, The Hidden Hand of American Hegemony: Petrodollar Recycling and International Markets, selections
3. William Cline, International debt reexamined, selections
Week 14. The 1998 financial crisis
Main questions: What caused the 1998 financial crises? How did shocks spread between different countries? Does this prove that ‘globalized’ finance is dangerous?
Readings:
1. Stiglitz, Globalization and its discontents, ch. 1, 4, 5, 8, 9
2. Ken Rogoff, reply to Joseph Stiglitz online at: http://www.imf.org/external/np/vc/2002/070202.HTM
3. Martin Gilman, No precedent, no plan: inside Russia’s 1998 default, ch. 1-7
4. Haggard, The Political Economy of the Asian Financial Crisis, intro, ch. 1, 4.
Week 15. The 2008 Crisis in America
Main questions: What caused the 2007-2008 financial crisis in the United States? 
Readings:

1. Andrew Lo, “Reading about the financial crisis,” http://www.argentumlux.org/documents/JEL_6.pdf
2. Gary Gorton, Slapped by the invisible hand: The Panic of 2007
3. Reinhardt and Rogoff, This time is different, ch. 1 and 17.

4. Johnson and Kwak, 13 Bankers, ch. 6.

5. Raghuram Rajan, Fault Lines, ch. 1

Week 16. Do financial history and financial theory mix?
This week will wrap up discussions by focusing on the broader themes of the course. If necessary we may also further discuss students’ final papers.
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