Review Sheet for Final Exam (Feb 7th, 13:00- 14:20)

The exam is “closed book” = no books, no notes, no talking. No cell phones. Bring a pencil, eraser, ruler （定規）or other straight edge
Part V: FTA/PTA

· You should know the difference between a customs union and free trade area.

· You be able to create your own, three country, “K&O” FTA example, with both “trade creation” and “trade diversion” cases. (e.g. France, UK, US)
· You should know Fig 2.1a, b, 2.2 and 2.3 in BKP handout. (Skip 2.3)
· You should know what MERCOSUR and whether or not it was a `good` or bad FTA.

Part VI: Gains from Trade

· You should know the basic facts and 2 ways [(1) ToT change, and (2) real wage increase] in which Huber showed Japan’s gains from trade in Meiji era.　(Just understand that nominal wages rose and cost of living fell after Japan`s opening…)
· You should know how to draw and explain the effects of import quota. For a small country and a large country case.
· You should know how to draw and explain the effects of import tariff. Small country case AND Large Country case.
· You should know the figures (Costs of Protection as % of GDP for US, Japan and China) in the Feenstra notes and the 4 ways that Feenstra corrects Krugman’s estimates.

Part VII: Trade Wars and Game Theory

· You should understand the Prisoners’ Dilemma and “Battle of the Sexes” games.
· You should understand the K&O trade war example with Japan and US.

· You should know what the Smoot-Hawley tariffs were. (see the PPT)

· You should know what the Reciprocal Trade Act of 1934 was and meant (see PPT and vocabulary list).

· You should know that the US took trade treaty negotiations powers away from US Congress and gave them to the President in the 1930s.

· You should know who Ulysses was and how pre-emptive “binding” made him able to resist the Sirens. And how international treaties can help Presidents resist “rent-seekers” (lobbyists).

Vocabulary:

You should know all of these words, in Japanese or English (you do not need to know both…but it is good to know!)

http://www.parsons.ynu.ac.jp/MustKnowTerms2018English.pdf
http://www.parsons.ynu.ac.jp/MustKnowTerms2018Jpnfinal.pdf
Part VIII and Part IX. CA and US “Scary Deficit”

· You have to know: how to derive (x-m)=(s-i)+(t-g) from the two definitions of “Y”.

· You should know that CA+KA+OR=0

· You should that, since the 1980s and until 2011, Japan has had a trade and Current Account (and Trade) SURPLUS.  

· You should that, since the 1980s and until 2011, US has generally a trade and Current Account (and Trade) DEFICIT.  

· You should that, since the 1980s and until 2011, Japan has had a trade and KA (or FA) DEFICIT.  

· You should that, since the 1980s and until 2011, US has generally had a KA (or FA) SURPLUS.  

· You should know that Setser and Roubini are worried that the dollar will fall quickly (hard landing) to adjust the large US trade deficit, and cause a US and World recession.

· You should know that Levey and Brown are NOT worried that the dollar will fall quickly. They think there will be a “soft” landing and no worldwide recession because of the US trade deficit.

Lastly:

You should know how to write you name in romaji, so Parsons-sensei does not make a mistake.

You should bring your Student ID card.

You should go to the bathroom before the exam begins.

You should remember the figure “Costs and Benefits of a Tariff” for the rest of your life. You should also never forget the derivation of (x-m)=(s-i)+(t-g)
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