ECONOMICS 330

MONEY AND BANKING

SPRING 2003

Instructor:  Elizabeth Sawyer Kelly

Office:  7416 Social Science

Office Phone:  608-262-8829

Office Hours:  Before and after class and by appointment

E-Mail:  eskelly@facstaff.wisc.edu
Webpage:  www.ssc.wisc.edu/~ekelly/econ330
Text:  The Economics of Money, Banking, and Financial Markets by Frederic S. Mishkin, Sixth Edition Update, Addison Wesley, 2003.

Course Description:
This course will primarily focus on monetary theory and its relationship to the aggregate economy.  A simple model of the money multiplier will be reviewed before development of a more complex money multiplier model.  Comparison between different macro theories and their conclusions will also be explored.  Other topics to be covered include financial instruments and financial markets, the structure of the U.S. banking system, regulation of financial institutions, aggregate demand and aggregate supply, inflation and its relationship to money, the Federal Reserve System, and adverse selection and moral hazard.

This course is not a Finance Course and students wanting to take a finance oriented course are strongly advised to elect another course.  This course is an economics oriented course covering topics related to monetary theory.
Recommended Readings:

Reading The N.Y. Times, The Wall Street Journal, The Economist, etc. to stay informed about current banking events and macroeconomic variables is expected.

Course Structure and Grading Policy:

Lectures:

There are two lectures a week and a discussion section.  Students are expected to have completed the reading for each lecture prior to class.  Attendance is not mandatory, but is historically found to be highly correlated with performance.

Study Questions:

Each semester the course is modified and revised: old exam questions as well as questions on the web from previous semesters may cover material that is not covered in the course this semester.  Use your discretion when studying and using dated materials. 

In addition, web-provided materials do not exempt you from an obligation and an expectation to go to lecture and discussion.  Web-provided materials are a courtesy to students:  we will not provide lecture notes or discussion notes on the web.

Study questions will be made available on the web throughout the semester, but they will not be graded.  For maximum benefit from the study questions it is recommended that you work on them and then discuss these questions in your discussion sections.  Small study groups are a helpful way to prepare and master the material.

Discussion Sections:

Attendance at discussion sections is strongly recommended to reinforce lecture material.  In addition, discussion sections provide a forum for questions that may arise during the semester.  T.A.s will be available during discussion sections and during office hours to answer questions.

T.A.s will take attendance at discussion sections.

Grades:

There will be two midterms, a final exam,  and an annotated bibliography.  The midterms will be on

TUESDAY, MARCH 4, 2003

TUESDAY, APRIL 15, 2003

The midterms will be held in class:  students should plan to arrive ten minutes early on these dates so that the full class hour is available to them for the exam.  

The final exam will be on

FRIDAY,  MAY 16, 2003 AT 2:45 P.M.

All exams are mandatory: students missing midterms will receive a grade of zero for that exam unless they provide documentation of illness.  The exam format will be announced in class prior to the exam.

The final exam is comprehensive and cumulative.  It will take place during the University scheduled final exam period.  All students must take the final exam.  The format of the final will be announced in class prior to the final exam week.

Your grades in the course will be based on the following:

Midterm 1


22% of grade

Midterm 2


22% of grade

Final Exam


40% of grade

Annotated Bibliography
16% of grade

Students can anticipate that grades will fall roughly along the following distribution:

A


15% of the class

AB


18% of the class

B


20% of the class

BC


20% of the class

C


20% of the class

D and F

7% of the class

THERE WILL BE NO EXTRA CREDIT GIVEN.

NO EXAM SCORES WILL BE DROPPED.

ANNOTATED BIBLIOGRAPHY

The Annotated Bibliography consists of bibliographic references (please use accepted, standardized bibliographic forms) to at least ten references from a variety of print sources (do not us the Web for all of your citations) about a particular topic you have selected that you believe is pertinent to this course.  After each reference you should provide a brief, one-paragraph summary of the main points of the reference.  In addition, at the end of the references you should provide a  single typed page summarizing why you picked your topic, its relevance to the course, and what you have learned while researching your topic.  Grades for annotated bibliographies will follow the rubrics below:

· Basic structure of the annotated bibliography:

· 2 points for appropriate bibliographic references (references are given using acceptable, standardized form)

· 2 points if there are at least ten articles

· 0 points if there are five or fewer articles

· 1 point if there are six to nine articles

· 2 points if there are at least ten articles

· 2 points for summary paragraphs for each article

· 0 points if there are five or fewer summaries

· 1 point if there are six to nine summaries

· 2 points if there are at least ten summaries

· 2 points for summary page

· 0 points if there is no summary page

· 2 points if there is a summary page

· Quality of the annotated bibliography:

· 2 points for fair overall quality

· 4 points for average overall quality

· 6 points for strong overall quality

· 8 points for excellent overall quality

Initial topics and five references are due in section the week of March 31 through April 4.  Failure to turn in material this week will reduce your final grade on the annotated bibliography by 2 points.  Please note that T.A.s do compare notes and that students using the same materials stand a high probability of being “found out”:  do not pick the same topics as friends and do not share specific references.

Final drafts of annotated bibliographies are due in large lecture on Thursday, April 24.  Failure to turn in your annotated bibliography by 12:15 p.m. on Thursday, April 24 will result in the imposition of penalty points:  do not miss the deadline.

LECTURE AND READING LIST

The Reading List along with the list of dates is always my best guess as to where we will be at a particular point in the semester.  Please know that we will likely deviate from the dates with regard to the reading assignments, but that the test dates will not be changed and the general coverage for each test will be as given.  Frequent announcements will be made in class to let you know where we are in the reading.

	DATE
	DAY
	TOPIC
	READING

	1/21/03
	Tuesday
	Introduction
	Chapters 1, 2, 3 and appendix to chapter 1

	1/23/03
	Thursday
	Continuation of topic
	

	1/28/03
	Tuesday
	Continuation of topic
	

	1/30/03
	Thursday
	Financial Markets and Interest Rates
	Chapters 4, 5, and 6

	2/4/03
	Tuesday
	Continuation of topic
	

	2/6/03
	Thursday
	Continuation of topic
	

	2/11/03
	Tuesday
	Continuation of topic
	

	2/13/03
	Thursday
	Continuation of topic
	

	2/18/03
	Tuesday
	Financial Institutions and Asymmetric Information
	Chapter 8

	2/20/03
	Thursday
	Continuation of topic
	

	2/25/03
	Tuesday
	Continuation of topic
	

	2/27/03
	Thursday
	Continuation of topic
	

	3/4/03
	Tuesday
	FIRST MIDTERM
	

	3/6/03
	Thursday
	Banking Firm
	Chapter 9

	3/11/03
	Tuesday
	Banking Structure and Regulation
	Chapters 10, 11

	3/13/03
	Thursday
	Continuation of topic
	

	3/18/03
	Tuesday
	SPRING BREAK:  NO CLASS
	

	3/20/03
	Thursday
	SPRING BREAK:  NO CLASS
	

	3/25/03
	Tuesday
	NO CLASS:  SPECIAL CLASS EXERCISE
	

	3/27/03
	Thursday
	Federal Reserve System
	Chapter14

	3/31/03-4/4/03
	
	PRELIMINARY ANNOTATED BIBLIOGRAPHIES DUE IN SECTION
	

	4/1/03
	Tuesday
	Money Creation
	Chapter 15, 16

	4/3/03
	Thursday
	Continuation of topic
	

	4/8/03
	Tuesday
	Tools of Monetary Policy and Conduct of Monetary Policy
	Chapters 17 and 18

	4/10/03
	Thursday
	Continuation of topic
	

	4/15/03
	Tuesday
	SECOND MIDTERM
	

	4/17/03
	Thursday
	Monetary Theory:  The Demand for Money 
	Chapter 21

	4/22/03
	Tuesday
	Continuation of topic
	

	4/24/03
	Thursday
	ANNOTATED BIBLIOGRPHIES DUE IN LARGE LECTURE
	

	4/29/03
	Tuesday
	Keynesian Model
	Chapter 22

	5/1/03
	Thursday
	Aggregate Demand and Aggregate Supply
	Chapter 24, 26

	5/6/03
	Tuesday
	Continuation of topic
	

	5/8/03
	Thursday
	Continuation of topic
	

	5/16/03
	Friday
	FINAL EXAM AT 2:45 P.M.
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