
Department of Economics


Wright State University


Syllabus


Spring Quarter, 2002
I.   BASIC INFORMATION
Course:
EC 402/602  -  Monetary Economics

4:00-6:30 W - 156 Rike Hall

Instructor:
Dr. Robert Premus

Office:

248 Rike Hall

Phone:
775-3069

Office Hours:
8:30-9:30 a.m. T TH

12:30-1:30 p.m. T TH

3:00-4:00 p.m. - W

6:00-7:00 p.m. - W

or by appointment

Tutorial Services:
During office hours.

Textbook:
Jagdish Handa, Monetary Economics, Routledge Press, 2000

Recommended:  Wall Street Journal, current issues

*See supplemental readings

II.   COURSE OBJECTIVES
The purpose of this course is to give students a better understanding of monetary institutions and the theories economists have developed to explain the role of money in the economy.  The course will emphasize Keynesian and Monetarist points of view and the current debate created by the New Classical approach.  It will also discuss the appropriate role of monetary policy in an open economy.

III.   PREREQUISITES:   EC 301

IV.  MODE OF INSTRUCTION
Lecture with significant student participation via discussion of topics, problems, and case studies.  Instructor will make extensive use of the chalkboard and handout assignments.

V.   EVALUATION AND POLICY
Undergraduate               Graduate
Exam 1


30


25

Exam 2


30


25

Final Exam


40


35

Course Paper*

             0


15

*Graduate students are required to write a 20-15 page research paper (see VII. Course Paper).  Undergraduate students have the option of writing a research paper as extra credit worth 10 percent (see VII. Course Paper).

Make-up Policy:  Students are required to take examinations on the scheduled day and at the scheduled time.  Absolutely no make-up examinations will be given.

Class Participation:  Students are expected to complete their assignments on time and come to class prepared to discuss the material.  In all cases, you should raise questions when you do not understand a concept.  Do not let the matter pass, hoping that you will somehow catch-up later.

Attendance Policy:  Regular class attendance is highly recommended.  We will be covering very interesting and valuable material, but it will be difficult to master at times.  The formula for success is to read the assigned material and complete the homework prior to coming to class.  Be prepared to discuss the material and ask questions about material that you do not fully understand.  Review the material and your class notes at least once before the next class meeting.

VI.   GRADING POLICY

A  -  90-100

B  -  80-89

C  -  70-79

D  -  60-69

F  -  < 60

Handout and any homework assignments will not be graded.

VII.   COURSE PAPER
Each graduate student is required to write a ten- to fifteen-page, double-spaced paper on a topic on monetary theory or policy of their choosing.  Current topics such as recent monetary trends or issues are also acceptable.  The paper is due                     .  You will be informed of the requirements of the research paper during the first, second and third class meetings.

VIII.   COURSE OUTLINE

Mar. 28     
Introduction






Chapters1 & 2

The analysis of money and prices: the heritage

April 4

Money in the economy: general equilibrium analysis
Chapters 3 & 4

The transactions demand for money

April 11
Portfolio selection and the speculative demand 

Chapters 5 & 6

         


for money

The precautionary and buffer stock demand for money

April 18
The estimating function for the demand for money

Chapters 7 & 8

Monetary aggregation

April 25
Exam - 4:00-5:30, Lecture






The demand function for money: empirical findings

May 2

The demand function for money: empirical findings

Chapters 9 & 10

The money supply process

May 9

The central bank: goals, tools and guides for   

Chapters 11 & 12

monetary policy

The central bank: targets, conflicts, independence and

The time consistency of policies

May 16 
The classical paradigm in macroeconomics:             
Chapters 13 & 14

neoclassical and classical models

The Keynesian and neo-Keynesian approaches to

Short-run macroeconomics

May 23 
Expectations in macroeconomics and monetary policy
Chapters 15 & 16

Macro models, policy rules and perspectives on the

neutrality of money

May 30 
Macro models, policy rules and perspectives on the
      Chapters 16 & 17

neutrality of money

Walras’ law and the interaction among markets

June 6
Final Exam - Comprehensive  -   Wednesday, 5:30-7:30 p.m.
Supplemental Readings:

1.
Modern Money Mechanisms, Federal Reserve Bank of Chicago, 1992

2.
Monetary Policy Issues in the 1990s, A symposium sponsored by the Federal Reserve Bank 
 of Kansas, 1989

3.
Understanding The M's in Monetary Policy, Federal Reserve Bank of N.Y. 1994

Other supplemental readings will be assigned when appropriate.

Useful Links
http://www.whitehouse.gov/fsbr/esbr.html
http://www.economagic.com/
http://www.ny.frb.org/pihome/statistics/forex12.shtml
http://www.csufresno.edu/Economics/econ_EDL.htmspapers 
http://www.stls.frb.org/fred/
http://www.federalreserve.gov/rnd.htm
http://www.lib.umich.edu/libhome/Documents.center/stats.html
http://www.oanda.com/convert/classic
http://www.westegg.com/inflation/
http://users.erols.com/kurrency/basicsup.htm
This July 1999 report (revised January 2000) contains a very useful discussion of the practical issues associated with dollarization. It describes the history of dollarization, alternative methods of dollarization, and introduces arguments for and against this process.

http://www.pkarchive.org/trade/mono.html
In this April 15, 1999 Slate article, Paul Krugman argues that the use of fewer currencies is not necessarily desirable. He notes that different countries may be at different stages of their business cycles. When one economy is growing faster than another, wages and prices in the faster growing economy will rise relative to those in the slower growing economy. Under a system of flexible exchange rates, an adjustment in the exchange rate will accommodate this adjustment without requiring either inflation or deflation in either country. If both countries shared a common currency, however, such an adjustment would require changes in the levels of wages and prices in one or both countries. Krugman argues that it is simpler to allow the exchange rate to shift in such a situation than to require the adjustment of thousands of wages and prices.

http://www.bos.frb.org/economic/nerr/rr1997/winter/hell97_1.htm
In this Boston Fed online article, Rebecca Hellerstein provides a good discussion of the actual and perceived economic costs of inflation. This article summarizes a large volume of relatively technical recent studies in a very simple manner.

http://www.clev.frb.org/research/com/1296.htm
Owen Humpage discusses the short- and long-run relationships that are expected to exist between the rate of growth in the money supply and the rate of economic growth. He provides a good intuitive discussion of both the relevant economic theory and the empirical evidence concerning these relationships.

http://www.federalreserve.gov/boarddocs/speeches/19980103.htm
In this January 3, 1998 speech delivered at the American Economic Association, Alan Greenspan, the Chairman of the Federal Reserve Board of Governors, presents a detailed discussion of the problems associated with measuring inflation. This article provides a particularly good discussion of the difficulties in measuring price changes in the service sector and for goods that exhibit quality change over time.

http://www.frbsf.org/econrsrch/wklyltr/wklyltr98/el98-04.html
In this online Federal Reserve Bank of San Francisco publication, Carl E. Walsh summarizes the areas of agreement and disagreement concerning the relationship between changes in the money supply and changes in real output in the short run and in the long run. He notes that there is general agreement that monetary policy has no effect on the level of real output in the long run. Walsh argues that recent research focuses on a tradeoff between variability in output and variability in inflation.

http://www.kc.frb.org/home/subbanking.cfm
On this page, the Kansas City Federal Reserve Bank provides links to information about new and proposed regulations, bank and bank holding company formations, acquisitions and mergers, and financial trends and issues.

http://www.stanford.edu/~johntayl/PolRulLink.htm
John Taylor's Monetary Policy Rule Home Page contains links to a diverse and interesting collection of online monetary policy resources. In addition to links to papers and discussions that are designed for the general public, there is also a collection of links to more technical studies of the use of monetary policy rules. This is a superb place to visit for those interested in finding out more about monetary policy rules in theory and practice.

