Money and Monetary Policy
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Final Paper and Final Exam Part I
The final exam will consist of four short (i.e., three to five page) papers.  Each relates to the role of central banks.  Below you will find the first three topics.  These will serve as the basis for discussion next Monday, and you will need to write on two of these topics with a deadline to be determined in class (e.g., Saturday, 5 PM, November 21st).  Next Monday, I will distribute the next set of topics for which the same set of rules will apply:  write a short paper on two of the topics.  These papers will be due at noon on Monday, November 23rd.  If desired, we can plan a session next weekend on the next set of topics.
As always, papers should be typed, double-spaced, use a 12 point font, and have a one inch margin on all sides.  Grammatically correct writing will be expected.  Be sure to reference are relevant claims and evidence.  Please use the style of referencing (limited inline reference and complete reference at the back of the paper).  You may attach any charts and tables (not constrained by the page limit) that you wish.

1. How should central banks respond to asset price bubbles?  Be sure to discuss what is meant by an asset price bubble as well as the central bank’s ability to discern when a bubble exists.  What are the arguments for and against using monetary policy to "lean against bubbles"?
2.
The overall question is:  should the nature of monetary policy depend upon whether the related economy is small, medium, or large?  In addressing this question, briefly compare the United States, Iceland, and the United Kingdom regarding the structure and functions of their central banks as well as the structure and responsibilities of their bank regulatory agencies. How did each respond to its financial crisis?  Be sure to answer the general question.
3.
Compare and contrast the Federal Reserve Bank system with the European Central Bank system.  Indicate similarities and differences in structure and responsibility as well as how each uses monetary policy.  Comment on either why you think one system is better than the other or why each is appropriate for its constituents.

