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PRINCIPLES OF MONEY AND BANKING

Reading List and Course Outline:  Second Semester 2009/10
COURSE OUTLINE
The following is a list of topics to be covered.  Students are expected to be familiar with basic undergraduate monetary economics, particularly the demand for money and IS-LM models.  If you have need of a review of this material consult:  D.E.W. Laidler, The Demand for Money:  Theories, Evidence and Problems, 4th Edition, Harper Collins, 1993. The textbook for the course is Jagdish Handa, Monetary Economics, Routledge: London, 2000. The textbook is more advanced than the lectures but provides good supporting material.
Lecture 1


Money definition, properties, measurement. The supply of money, banks and other intermediaries.

Lecture 2-3


The Microfoundations of money. 

Lectures 4-5

Money: the demand for money - transactions, precautionary and speculative motives; buffer stocks

Lectures 6-7

The interest rate as a policy instrument.

Lectures 8-10
.
The positive theory of monetary policy, credibility and reputation; rules v discretion; anti-inflation policy. The theory of central banking, central bank independence, inflation targeting, central bank preferences, uncertainty and optimal monetary policy

TEXTBOOKS/COLLECTIONS OF READINGS
JH
Jagdish Handa, Monetary Economics, Routledge: London, 2000.

BMF & FHH (I, II)
B.M. Friedman & F.H. Hahn, (Eds.) Handbook of Monetary Economics, Volumes I and II, Northern Holland, 1990.

CJG & DTL (I, II)
C.J. Green & D.T. Llewellyn (Eds.) Surveys in Monetary Economics. 


Volume I Monetary Theory & Policy;  Volume II Financial Markets and Institutions; Basil Blackwell, 1991.

Core references (required reading) in the reading list are marked with a double asterisk (**) Recommended readings are marked with one asterisk (*). References marked with # are kept as photocopies in the library

READING LIST
Lecture 1 (30 January, 12.10 – 14.00, Bute Building).
Money: Definition and Properties
**
JH Ch1-2, and Ch3 pp 54-61

#
Clower R, "A Reconsideration of the Microfoundations of Monetary Theory", Western Economic Journal, vol. 6 December 1967, pp. 1-8.  Reprinted in RW Clover (ed.) Monetary Theory, Penguin Books 1969, Ch 14, pp. 202-212

**#
Yeager L B,  "Essential Properties of the Medium of Exchange"  Kyklos No 1 1968 
reprinted in R Clower (Ed) Monetary Theory (Penguin) 1969


Newlyn W T,  Theory of Money (Oxford: Clarendon) 1971  Ch 1.


Laidler D, "The Definition of Money: Theoretical and Empirical Problems"  Journal 
of Money Credit and Banking  May 1969

**#
Friedman M and Schwartz A, "The Definition of Money: Net Wealth and Neutrality 
as Criteria",  Journal of Money Credit and Banking  February 1969


Bank of England, “Divisia Measures of Money”, Bank of England Quarterly Bulletin, May 1993


Brunner K (1990) “Money Supply” in Handbook of Monetary Economics BMF & FHH

Lectures 2-3.
(6 February, 12.10 – 14.00, Bute Building and 15.00 – 17.00, L03). Microfoundations of Money, Money in the Utility Function, Cash in Advance, the Real Balance Effect, Overlapping Generations model.

**
JH Ch 3, Ch17, and Ch22


Champ B and Freeman S (1994), Modeling Monetary Economies, New York: John Wiley & Sons, chapters 1-3

*
Patinkin D,  Money Interest and Prices, 2nd Edition, Harper & Row, 1965 Chapter 8 and Appendices 6 and 7

*
Samuelson P A,  "What Classical Monetary Theory really 
was" Canadian Journal 
of Economics  February 1968

Archibald G C and Lipsey R G "Monetary and Value Theory:  Critique of Lange and Patinkin" Review of Economic Studies October 1958 reprinted in R Thorn (Ed) Monetary Theory and Policy  (Praeger: New York) 1976
#
Wallace N, "A Legal Restrictions Theory of the Demand for Money and the role of 
Monetary Policy"  Fed. Reserve Bank Minneapolis Quarterly Review  7 winter 1983

**#
B T McCallum, “The Role of Overlapping-Generations Models in Monetary Economics”, Carnegie Rochester Conference Series on Public Policy, 18, North Holland, 1983


Harris L, Monetary Theory, McGraw-Hill: New York, 1981, Ch 4-5


Lewis M K and Mizen P D, Monetary Economics, Oxford University Press: Oxford, 2000, Ch 4

Lectures 4-5 (13 Feb and 20 Feb, 12.10 – 14.00 Bute Building) 
 The Demand for Money
**
JH, Chs. 4-6 also optional Chs 7 and 9

*
Laidler D, The Demand for Money:  Theories and Evidence, Harper Collins, 4th Edition, 1993, particularly, Chs. 4-13.

*
Cuthbertson K, "Modelling The Demand for Money", CJG & DTL I, Ch.1, pp. 1-73.


Laidler D, "The Buffer Stock Notion in Monetary Economics", Economic Journal, Vol. 94, Supplement, 1984, pp. 17-34.  Reprinted in D.E.W. Laidler, Taking Money Seriously, Philip Allan, 1990, Ch. 2, pp. 24-40.

*
Niehans J, The Theory of Money, John Hopkins Press, 1978, Chs 3 & 4


Lewis M K and Mizen P D, Monetary Economics, Oxford University Press: Oxford, 2000, Ch 11-12
Lecture 6-7 (25 February 14.00 – 16.00, L03 and 27 February 12.10 – 14.00, Bute Building). 
Monetary Policy in a Stochastic environment; Money supply determination; Interest rate v money supply targets
**
JH Ch 10 and Ch 11 pp 284-299


Brainard W "Uncertainty and the Effectiveness of Policy", American Economic 
Review, May, 1967

**
Poole W (1970) "Optimal Choice of Monetary Policy Instruments in a Simple 
Stochastic Macro Model", Quarterly Journal of Economics, May

#
M Goodfriend (1991) "Interest Rates and the Conduct of Monetary Policy", Carnegie 
Rochester series on Public Policy 34, 

**
B McCallum (1986) "Some Issues Concerning Interest Rate Pegging, Price Level 
Determinacy, and the Real Bills Doctrine", Journal of Monetary Economics, 17

Lectures 8 (13 March, 12.10 – 14.00, Bute Building).
The Theory of Monetary Policy: Rules versus Discretion
**
JH  Chs 12 pp 303-323

**
Barro R and Gordon D, "Rules, Discretion and Reputation in a model of 
Monetary 
Policy", Journal of Monetary Economics, July, 1983

*
Alesina A, "Macroeconomic Policy in a Two-Party System as a Repeated 
Game" 
Quarterly Journal of Economics, August, 1987

*
Backus D and Driffill E, "Rational expectations and policy credibility following a  
change in regime", Review of Economic Studies, 52, 1985

*
Minford P (1995), “Time Inconsistency, Democracy and Optimal Contingent Rules”, 
Oxford Economic Papers, 47

Lecture 9-10 (13 March 15.00 – 17.00, L03, 30 April 09.00 – 11.00, L03).The Theory of Central Banking
**
Rogoff K, “The Optimal Degree of Commitment to an Intermediate Target”,   Quarterly Journal of Economics, Vol. 100, 1985, pp. 1169-1190

Alesina A and Summers L H, "Central Bank Independence & Macroeconomic Performance:  Some Comparative Evidence", Journal of Money, Credit, and Banking, Vol. 25, No. 2, May 1993, pp. 151-162.


King M, “Credibility and Monetary Policy: Theory and Evidence”, Bank of England Quarterly Bulletin, Vol. 35, 1, Feb, 1995, pp 84-91

Briault, C., Haldane, A., and King, M., “Independence and accountability”, in Kuruda, I (Ed), Toward more effective monetary policy, Proceedings of the Seventh International Conference sponsored by the Bank of Japan’s Institute for Monetary and Economic Studies, 26-27 October 1995. Macmillan Press.
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