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Economics 811  (Spring 2003)





      Thurs 6:30-9:30 (McCook 313)

Graduate Seminar in Money and Banking

Instructor:  William N. Butos

           
    311 Williams Memorial

                  297-2448 (office); 651-5041 (home)


     email: william.butos@trincoll.edu

Course Objectives and Format: This is a one semester course in the economics of money, financial markets and institutions, and monetary theory and policy.  Its aim is to introduce students to the framework within which monetary analysis is conducted and to overview the main concepts, theories, and issues relevant to a monetary economy.  The course will be conducted as a seminar.  Lectures will be eschewed.  The format of the course involves student presentations and class discussion.  

Grading: students will be evaluated on the basis of presenta​tions, class participation, a term paper, and a comprehensive final examination.  

Readings: The structure of the course centers on articles from the professional literature.  In addition, I have selected Mishkin The Economics of Money, Banking, and Financial Markets (6e Update) as a supplementary text to serve as a common "reference work" for the course.  It is the student's responsibility to read the text.  The reading list below contains only the main sources students should read and is meant to be suggestive.  It is important that students make every attempt to go beyond the reading list whenever time allows and interest leads.  I assume that each student has a firm grasp of material covered in Economics 805 (Macroeconomic Theory).       

Presentations: Class meetings center on student presentations and discussion.  A presentation involves the distribution of a typed comprehensive outline (including a biblio) based on readings everyone will have read plus any others suggested by me or found useful by the presenter.  You are required to discuss the content of the report with me one week prior to its presentation in class. The aim of the presentation is to summarize, explain, and evaluate the relevant ideas, etc., contained in the readings and to discuss their significance and implications for the topic.  The presenter should be prepared to field questions from the class.

Selected Topics:  Time permitting it may be possible to devote class time to “special topics” of interest to the class.  At the last class students will be asked to discuss informally their term papers.   Details about these matters will be addressed in class.

Outline & Readings


      (Starred Items Are Optional)

1.  Money: Issues, Concepts, and Microfoundations 

(M): 22-24, 1-3

Menger, "Origin of Money," EJ (June 1892), 239‑255.

*Mises, Theory of Money and Credit (1924), 29‑37, 108‑114.

*O'Driscoll, "Money: Menger's Evolutionary Theory," HOPE (Winter 1986), 31-51.

*Selgin, "On Ensuring the Acceptability of a New Fiat Money," JMCB (Nov 1994), 808-826.

Clower, "Anatomy of Monetary Theory," AER (Feb 1977), 206‑212.

Alchian, "Why Money?," JMCB (1977).

*Yeager, "Essential Properties of the Medium of Exchange," Kyklos (1977), 45-69. 

Yeager, “Significance of Monetary Disequilibrium,” Cato J. (Fall 1986), 369-95

Dwyer and Hafer, "Is Money Irrelevant?," Review, FRB St. Louis (May/June 1988), 3-17.

2.  Financial Markets and Institutions

(M): 4-6, 8, 10, 11

Goodfriend and Whelpley, "Federal Funds: Instrument of Federal Reserve Policy," Econ. Rev., FRB Richmond (Sept 1986),3-11. 

*Havrilesky and Boorman, "Portfolio Theory" (HB), 361-375.

*Friedman, "Level of Interest Rates," (HB), 378‑394.

*Malkiel, "Term Structure of Interest Rates," (HB), 395‑418.

Bosner-Neal & Morley, “Does the Yield Spread  Predict Real Economic Activity?,” Econ. Rev. FRB Kansas City (3Q 1997).

*O'Driscoll, "Deposit Insurance in Theory and Practice," The Financial Services Revolution (1988), C. England and T. Huertas (eds), 165-180.

 Barth, et.al., "The Need to Reform Federal Deposit Insurance System," Contemporary Policy Issues (Jan 1991), 24-35.

*"The Government's Role in Deposit Insurance," Symposium of various authors, Review, FRB St. Louis (Feb 1993), 3-35.  

Wall, “Too Big to Fail After FDICIA,” Econ. Rev. FRB Atlanta (Feb 1993).

3.  Commercial Banking and the Money Supply Process

(M): 15-16 (including Appendix)

4. Monetary Regimes (I): Central Banking; Formulation, Implementation and Assessment of U.S. Monetary Policy

(M): 14, 17, 18

(a)  Rationale for Central Banking
Keynes, The General Theory (1936), ch. 12 “The State of Long Term Expectations”

Goodhart, The Evolution of Central Banks (1988), ch. 1.

Selgin, Bank Deregulation & Monetary Order (1996), ch. 3 “The Rationalization of Central Banks” 

(b) The Federal Reserve

Lombra, “The Conduct of Monetary Policy,” (1993).

"Record of Policy Actions of FOMC," Federal Reserve Bulletin (various; available online www.federalreserve.gov)

*Rasche & Thorton, “The FOMC’s Balance-of-Risks Statements…,” Review, FRB St. Louis (Sept 2002), 37-50.

"Monetary Policy Report to Congress" of  Feb. 2003 (available online www.federalreserve.gov  )

*Bernanke and Mishkin, “Inflation Targeting. . . “ (1997) 

Poole and discussants, “Monetary Aggregates & Monetary Policy in the 21st Century,” The Evolution of Monetary Policy (2000), 13-41.

Hetzel, “The Case for a Monetary Rule” (1999).

*Poole, “Monetary Policy Rules” (1999)

Dotsey, “The Importance of Systematic Monetary Policy,” Econ. Quarterly, FRB Richmond (Summer 1999), 41-60.

Goodfriend, “Monetary Policy Comes of Age,” Econ. Quarterly, FRB Richmond (Winter 1997), 1-22.

Goodfriend, “the Phases of Monetary Policy: 1987-2001,” Econ. Quarterly, FRB Richmond (Fall 2002), 1-18.

Alesina & Summers, “Central Bank Independence and Macroeconomic Performance,” JMCB (1993), 151-62

Miller, “An Interest-Group Theory of Central Bank Independence,” J.Legal Studies (June 1998), 433-453.

Blinder, “What Central Bankers Could Learn from Academics --- and Vice Verse,” JEP (Spring 1997), 3-19.

Koppl and Yeager, “Big Players and Herding in Asset Markets” (1996)

Timberlake, Monetary Policy in the United States (1993), chs. 26, 27.

Dewald, “Historical U.S. Money Growth, Inflation, and Credibility” (1998).

5.  Monetary Regimes (II): International Monetary Relations
(M): 7, 19

Humphrey, "A Monetarist Model of Inflation and the BOP," Essays on Inflation, 100-109.

*Cooper, "A Monetary System Based on Fixed Exchange Rates," Alternative Monetary Regimes (1986), Campbell & Dougan (eds.), 85-109.

*Meltzer, "Real Exchange Rates: Evidence from the Postwar Years," Dimensions of Monetary Policy (1993), 

Visser, “Monetary Unions” (1995).

Klein, “European Monetary Union” (1998).

Chari and Kehoe, “Asking the Right Questions About the IMF” (1998)

Calomiris, “The IMF’s Imprudent Role as Lender of Last Resort” (1998)

Fischer, “On the Need for an International Lender of Last Resort” JEP (Fall 1999) 

*Little and Olivei, “Reforming the International Monetary System” (1999)

*Hanke, “How to Establish Monetary Stability in Asia” (1998)

Yeager, “How to Avoid International Crises” (1998)

6. Monetary Regimes (III): Alternative Institutional Arrangements  

White, "Free Banking as an Alternative Monetary System," Money in Crisis (1984), Siegel (ed.), 269-302.

Garrison, “Central Banking, Free Banking, and Financial Crises” (1996).

*Hayek, "The Future Monetary Unit of Value," Money in Crisis (1984), Siegel 
(ed), 323-335.

*Selgin, Theory of Free Banking (1988), chs. 4-6, 9 

7.  Monetary Theory (I): The Tranmission Mechanism

(M): 25, 26, review 22-24 

*Reifschneider, et. al., “Aggregate Disturbances, Monetary Policy, and the Macroeconomy” FR Bulletin (Jan 1999).

Taylor, “The Monetary Transmission Mechanism: An Empirical Framework,” JEP (Fall 1995).

*Mauskopf, "The Transmission Channels of Monetary Policy …," FR Bulletin (Dec 1990), 985-1008.

*Mosser, "Changes in Monetary Policy Effectiveness: Evidence From Large Macroeconometric Models," Quarterly Review FRB NY (Spring 1992), 36-51.

8.  Monetary Theory (II): Money Demand

(M): 21

Laidler, The Demand for Money (1993), Ch. 5.

Goldfeld, " Demand for Money: Empirical Studies," New Palgrave (1987).   

*Carlson, "The Stability of Money Demand," Econ. Rev., FRB Cleveland (3:1990), 2-13.

9.  Monetary Theory (III): Keynesianism & Monetarism

Cagan, "Monetarism," New Palgrave (1987).

*Humphrey, "Rival Notions of Money," Econ. Rev., FRB Richmond (Sept/Oct 1988), 3-9.

*Laidler, "The Legacy of the Monetarist Controversy," Review, FRB St. Louis 
(Mar/April 1990), 49-60.

*Mankiw, “A Quick Refresher Course in Macroeconomics” J. Econ. Lit. (Dec 1990)

Froyen, “Monetary Policy and Economic Activity” (1993)

10.  Rational Expectations; Policy Issues

(M): 27, 28

Lucas, "Rules, Discretion and the Role of the Economic Advisor" (1980)

*Chari, “Lucas: Architect of Modern Macroeconomics” (1999)

Selgin, “Monetary Equilibrium and the Productivity Norm” (1990).

*Garrison, "The Federal Reserve: Then and Now," RAE (1:1994), 3-21.   
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