M. Finkler

Fall 2009
Money and Monetary Policy
Economics 420

Office:
Briggs Hall 216

Phone: 6664  

Office Hours:  Monday and Wednesday 3:15 – 4:45
Textbooks:
Mishkin, Frederic S., The Economics of Money, Banking, and Financial  Markets, Ninth Edition, 2010 (with myeconlab)
Money and monetary policy exist at the heart of debate about economic stability and prosperity both in the United States and internationally.  The following titles suggest the wide range of interest in, as well as fear of, the power of money: “The Central Banker as God”, “A Trigger-Happy Fed,” “Does Money Matter?” “Monetary Policy with Humility,” “What Should Central Banks Do?” “The Fed Treads Moral Hazard,” “Einstein and the US Dollar: Is the US Currency Rewriting the Laws of Gravity?” and Secrets of the Temple: How the Federal Reserve Runs the Country. 
This course seeks to acquaint students with the debate and evidence regarding the roles money and monetary policy play in developed (and to a lesser extent developing) economies.  To understand these roles, the course begins with an overview of financial markets and monetary instruments.  It then focuses on interest and exchange rate determination, two representations of the price of money.  With this background, our attention turns to central banking and the conduct of monetary policy.  Attention will not be confined to practices in the United States and will address the challenges globalization offers to the practice of monetary policy.  Considerable attention will be devoted to the financial crisis that began in 2007 and has yet to run its full course.  Clearly, the implications for monetary policy and financial market regulation will not be known for years. Two class discussion sessions will be devoted to  topics of contemporary interest.
Mishkin’s text provides a comprehensive, contemporary, and analytical foundation for the course.  Furthermore, Mishkin served on the Fed’s Open Market Committee from September 2006–August 2008. Although class time will not be spent on the details of financial institutions, the text contains excellent material for those interested in such topics.  The reader that accompanies the text can be accessed through www.myeconlab.com with the following course ID: XL0D-J1L8-701Y-6QW2.  See my webpage (www.lawrence.edu/fast/finklerm) for other links related to macroeconomics.
Course requirements and grading mechanics are as follows:


Item




Date


Percentage of Grade

Mid-Term Exam


October 9th



 15%

Final Exam



November 23rd – 8:30 AM

 30%

Term Paper Prospectus

October 9th



 10%

Final Paper



November 9th


 
 25%

Discussion Write-Ups


October 21th, Nov 16th

 20%
Tentative Syllabus

Topic




Date


Reading

1. Introduction

An overview of financial markets 
Sept 14, 16

Ch 1, 2, Reading 3
Money 



Sept 18

Ch 3

2.
Financial Markets
Loan markets and interest rates
Sept 21, 23

Ch 4, 5  Reading 4,5
The term structure of interest rates
Sept 25

Ch 6, Reading 6

No Class



Sept 28

The stock market


Sept 30

Ch 7, Reading 7, 8
Financial Structure


Oct 2, 5
            Ch 8, Readings 10,11

Foreign exchange market

Oct 7


Ch 17, Reading, 41,42
Midterm Exam


Oct 9

3.       Central Banking and the Conduct of Monetary Policy

The structure of central banks

Oct  12,14

Ch 13, Reading 26-28
Discussion of financial market regulation  Oct 16

Tarullo, Johnson
Money supply determination

Oct  19, 21

Ch 14, Reading 29
No Class



Oct 23

Money demand


Oct 26, 28

Ch 19
Monetary policy tools and targets
Oct 30, Nov 2
 
Ch 15, 16 

Readings 30- 40
International financial system

Nov 4


Ch 18, Reading 43-45
Monetary policy strategies

Nov 6, 9

Readings 35-40
4. Money and Macroeconomic Stability (as time permits)
Review intermediate macroeconomics on your own

Ch 20, 21
Transmission Mechanisms

Nov 11,13 
           Ch 23, Readings 50-52 
Discussion of Monetary Policy Structure 
Nov 13      What should central banks do?

Money and Inflation


Nov 16

           Ch 24, Readings 53-55

Final Exam



Nov 23
