Department of Economics, City University

EC3006: Financial and Monetary Economies (Part 2)
Aims

This part of the course aims to provide students with a comprehensive exposure to the history and current state of monetary economics, useful both for entry-level careers in macroeconomic policy and as a basis for postgraduate study and research.  In this course, you will study:

A1. A stylised history of economic thought concerning money.                                

A2. The state of modern debates on the role of money. 

A3.  The conduct of monetary policy and the theoretical underpinnings for it. 
Objectives

O1. Understand the Classical theory of money and the Classical Dichotomy. 

O2. Understand the Keynesian view of money.

O3. Understand recent developments in monetary theory.

O4. Understand the influence of monetary theory on monetary policy. 

O5. Understand the implications of globalisation on the sovereign role of money. 
Prerequisites

Second year macroeconomics. 

Main Textbook

M.K. Lewis and P.D. Mizen, Monetary Economics, Oxford University Press, 2000.

Additional readings will be based on original journal articles when appropriate. 

Teaching

There will be 2 lecture hours and 1 class hour per week. .  

Assessment

There will be a common final exam for the two parts of the course, counting towards 80% of the overall mark. Coursework for part 2 will count for 10% of the overall mark for the year. It will consist of  working with a group whose task is to stimulate discussion  on one pre-assigned topic for class discussion. In addition to helping stimulate discussion, the group members will each write a separate essay on the chosen topic and submit it to  me for marking. The breakdown of marks for the coursework will be handed out separately.

Lecturer and Contact

Dr. Saqib Jafarey. 

Office Hours: Room D311: Tuesdays,  2:30-3:30  and Thursdays 3:30-4:30. 

Tel: 7040-4506; e-mail: s.s.jafarey@city.ac.uk
Timetable

Lectures will be held on  Thursdays at 12:00 and 1:00; class on  Thursdays at 2:00, all in  A255B. 
SYLLABUS

A and O           Week                       Topic                     
L&M Chapter

                                        1,2                   The Role of Money                                         1,2

A1, O1                            2-4                   The Classical Theory of Money                     3,4

A1, O2                           4-5                    The Keynesian View                                       5

A1, O3                            5-8                   Modern Monetary Theory                              9,10

A3, O5                            8-9                   Estimating Money Demand                           11,12.  

A2, O4                            9-10                  Monetary Policy in Practice                         14,16.

A2, O4                            11                    Open Economy Monetary Economics           8,15.     

Additional readings:

Classical Theory:

Patinkin, D. “The indeterminacy of absolute prices in classical monetary theory,” Econometrica 17,1949: 1-27. 

Patinkin, D. “The invalidity of classical monetary theory,” Econometrica 19,1951: 135-51. 

Keynes’ View:

Hicks, J. “Mr Keynes and the ‘Classics’: A suggested interpretation,” Econometrica 5, 1937: 147-159.

Modern Monetary Theory:

Barro, R.J. “Rational expectations and the role of monetary policy,” Journal of Monetary Economics 2, 1976: 1-32.

Barro, R.J. and Gordon, D.B. “Rules, discretion and reputation in a model of monetary policy,” Journal of Political Economy 91(4), 1983: 589-610. 

Friedman, M. “The role of monetary policy,” American Economic Review 58(1), 1968: 1-17. 

Lucas, R.E. “Expectations and the neutrality of money,” Journal of Economic Theory 4, 1972: 103-124.

Monetary Policy:

Goodhart, C.A.E. “What should central banks do? What should be their macroeconomic objectives and operations?” Economic Journal 104, 1994: 1424-1436.  

