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COURSE DESCRIPTION 

 

This course develops a comprehensive understanding of the role of money, credit, banking, and 

central banks in the modern economy. Topics include definition of money supply, discussion of 

various financial instruments and role of financial institutions and financial markets. In addition 

the course studies formal structure the Federal Reserve, its strategy and use of monetary policy; 

and significance of monetary and fiscal policy in the economy.  We will also study the historical 

development of monetary policy in the United States in order to get a better understanding of 

why our current central bank system was seen as a necessary solution to stabilize the economy. 

 
 

OBJECTIVES OF THE COURSE 
 
The objective of this course is to develop understanding about: 

 

1. What role money and credit play in an economy? 

2. How money supply is defined, and what role the velocity of money plays in regulating 

the economy?   

3. What are the different financial instruments, as well as what role financial institutions and 

financial markets play in an economy? 

4. How to analyze assets and liabilities of banks, and how they affect lending and 

investment policies?  

5. What led to the development of the Federal Reserve System? 

6. What is the structure of the Federal Reserve System? 

7. What is monetary theory? 

8. How does the Federal Reserve use monetary policy to regulate the economy? 

9. What is the difference between monetary policy and fiscal policy? 

 

 

 

 

 

 

 



TOPICAL MODULES: 

 

I. Money (4 weeks) 

1. Functions and properties of money 

2. Barter system, and problems that come with it 

3. Definition of money supply 

4. Relationship between money and economy 

5. How money affects inflation 

6. How bank creates money and deposits 

7. What is the velocity of money, how to measure it, and what role it plays 

 

II. Financial Institutions (3 weeks) 

1. Financial markets 

2. Money market and capital market 

3. Financial instruments 

4. Financial intermediaries 

5. Present value  

6. Relationship between bond price and interest rate 

 

III. Federal Reserve System (3 weeks) 

1. Origin 

2. Structure 

3. Goals  

4. Instruments of monetary control 

5. Working of monetary policy 

6. Changes in bank reserves and their effect  

 

IV. Monetary Policy Strategy and Fiscal Theory and Policy (4 weeks)  

1. The Federal Reserve’s balance sheet and its effect   

2. The Fed’s strategy 

3. Deciding about appropriate instruments to use   

4. Monetary effects of Treasuring financing  

5. Fiscal theory and policy 

 

METHODS OF INSTRUCTION: 

 

 The methods of instructions will include lectures and reading assignments, going over 

questions at the end of each chapter and discussing day-to-today events - both domestic and 

international.   

 

STUDENT PERFORMANCE EVALUATION: 

 

Two quizzes   20% 

Midterm exam.   30% 

Class participation  10% 

Final examination  40% 



 

ASSESSMENT: 

 

The performance of students will be evaluated on the basis of quizzes, exams and class 

participation.  
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