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Materials to Purchase from The Jeffrey Amherst College Store:

Stephen Cecchetti, Money, Banking, and Economic Activity, 2nd Edition
InterWrite PRS transmitters infrared (IR) version;  aka a “clicker”

Grading:

There will be 11 quizzes, 7 problem sets, two midterm exams, and a final. In your final average, all of the quizzes will count 10 percent, all of the problem sets 15 percent, the mid-term exams 40 percent, and the final exam 35 percent.  No make-up exams will be given. Students with a valid excuse for missing an exam will have their averages based on the other graded assignments.

Quizzes will begin promptly at the start of class and last for no more than 5 minutes. (e.g., This Friday there will be a five-minute quiz on Chs. 1-3 and the two additional readings). The lowest two quiz scores will be dropped, and the only excuse for missing a quiz is a religious observance. Late problem sets will be penalized 25 percent per day late, and no problem sets will be accepted after the class date following the date they were due.

All course materials, except for the text are available on the Economics 34 course page in Blackboard. If you pre-registered for the course you should already be “enrolled” on the course page. 

Attendance policy: Class attendance is entirely optional. Your grade will be based solely on your graded assignments. Regular attendance, however, is strongly recommended. There is a significant amount of material that is not in the textbook, but will be covered in class and in the other readings.  Classes will start promptly at 10:00, and end promptly at 10:50. You should plan on arriving at class before 10. It is very distracting to me to have students wandering in to class 10, 15, or even more minutes late. If it happens once, I will chalk it up to an unforeseen circumstance. If it happens more than once, I will speak to you about it. Please arrange to visit the bathroom before class. Again, it is disruptive to me to have students coming in and out of the room during class.

All readings are required.  Finally, we will use the Excel spread sheet program for a number of the problem sets.  If you are unfamiliar with Excel, you may find it helpful to consult “Accelerated Excel” (prepared by the Physics Department with an Addendum from me), sections 1-10 and 15, which you can find in Course Documents.  My addendum explains how to use the “Solver” tool, which is a super powerful tool for economics and finance students to have in their toolbox.

Statement of Intellectual Responsibility:  You are allowed (encouraged) to work together on problem sets, but you should write up the answers on your own.  The problem set you submit should be based on your work.

Course Goals:

1) Provide an understanding of the role financial markets and institutions play in the efficient allocation of resources.

2) Illustrate how the tools of economics can be used to understand the operation of financial markets.

3) Provide factual information about current US financial institutions and markets.

Readings

Week 1:  An Introduction to Finance and the Role of Financial Markets in Allocating Saving

              and Investment 







9/7: 
C, Chs 1-3; 

W, “Everything You Wanted to Know about Potatoes”

The Economist, “Finance: Trick or Treat”



Quiz #1

9/10:  
Problem Set #1

Week 2:  The Determination of Interest Rates, Financial Market Surplus, and Present Values  

9/12:
Mankiw, Principles of Economics, Ch 26 (the market for loanable funds)

W, “Financial Markets and Economic Surplus”

C, Ch4 (skip the “Internal Rate of Return” Section)

Quiz #2

9/17:
Problem Set #2

Week 3:  Risk

9/19:
C, Ch 5 (including Appendix, 5.B)

W, “More Detail on Expected Values”

Quiz #3

9/24:  Problem Set #3

Week 4:  Bond Prices as Present Values and the Structure of Interest Rates

9/26:
C,  Ch 6:  pp. 120-129 & pp. 137-143) & Ch 7


The Economist, “The Long and the Short of It”



Quiz #4

10/1:
Problem Set #4

10/5:
First Exam (in class)
Week 5:  Stock Prices as Present Values & The Role of the Stock Market in Determining Investment

10/10:
C, Ch 8



W, “Keynes, Tobin and Q”



Shleifer and Malkiel on Stock Market Efficiency

Keynes,  “Liquidity, Financial Markets and Investment”



Quiz #5

10/15:  Class Discussion of Keynes

Week 6:  Derivatives and the Trading of Risk

10/17:
C, Ch 9



Quiz #6

10/22:
Problem Set # 5

Week 7:  Financial Intermediation and Banking

10/24:
C, Ch 11, pp. 272-278 and 280, Ch. 13, pp329-337



Quiz #7

Week 8:  Central Banking, Deposit Creation, the Fed and ECB 

10/31:
C, Chs 15 &16



Quiz #8

11/5  Second Exam (in class)
Week 9:  Central Bank Operations: Interest Rate or Exchange Rate Policies   

11/7:
Mankiw, Ch 32

C, Ch 18 & 19



Quiz #9

11/12:
Problem Set #6

Week 10:  Monetary Policy in the Long run and the AD Curve in the Short run

11/14
C, Ch 20 & 21



Quiz #10

11/26 Problem Set #7

Week 13:  The AS Curve, the Complete Model and Stabilization Policy

11/28:
C, Ch 22



Quiz #11

Week 14:  The Art of Central Banking

12/5:
C, Ch 23 



Poole, “The Fed’s Monetary Policy Rule”

12/12  Class Discussion of Poole, “The Fed’s Monetary Policy Rule”

12/17-21
Final Exam (Scheduled by the Registrar)

