
FINANCE 430:  MONEY & BANKING 
(Course #40156) 

 
Fall 2016 

Tuesday/Thursday, 9:30 to 10:45 
Stevenson Hall 303 

 
Professor Robert S. Chirinko, 2333 University Hall, Department of Finance, 
University of Illinois at Chicago, 601 South Morgan (MC 168),  
Chicago, Illinois  60607-7121, Email:  chirinko@uic.edu 
 
Office Hours:  Immediately after class or by appointment (please discuss a time  
                        for an appointment after class or send an email) 
 
OVERVIEW:  Why is the business press so focused on commercial banks, 
financial markets, and central bankers?  Why do Janet Yellen, Mario Draghi, 
Raghu Rajan, and Haruhiko Kuroda have such substantial influence on their 
economies?  The purpose of this course is to allow students to understand the 
answers to these questions, the roles of financial intermediaries (banks) and 
financial markets, the factors determining monetary policy, and its effects on the 
aggregate economy.  Recent (and ongoing) problems in credit markets highlight 
the importance of monetary policy in promoting financial and economic stability.  
During the recent financial crisis, why did the FED cut interest rates, the Bank of 
England allow interest rates to rise, and the ECB hold interest rates constant?  Why 
has the new governor of the Bank of Japan followed a very easy monetary policy, 
and why did the yen fall in value?  
 
To address these and other questions, we build models (analytic frameworks) that 
allow us to understand the impact of monetary policy and the role of financial 
intermediaries and financial markets. The models and applications should help you 
to critically appreciate the interplay among financial institutions, financial markets, 
macroeconomic events, and monetary policy as discussed in the media and to get a 
deeper understanding of ongoing controversies.  Current policy issues and data are 
emphasized throughout.  Readings from the business press will be circulated and 
discussed in class.  
 
A second goal of the course is to help you better understand how financial 
economists approach financial issues and related policy problems.  That is, I would 
like you to begin to “think like a financial economist.” 
 
You are welcome – and encouraged – to raise questions about current issues.   
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PREREQUISITE:  FIN 300 or FIN 301 + FIN 302 
 
REQUIRED READINGS:   
Frederic S. Mishkin, The Economics of Money, Banking, and Financial 
Markets (Business School Edition) 4th Edition (Pearson Addison Wesley, 
2013.  (The loose leaf student value edition can be used.)   
 
Several articles and readings on current issues.  These will be placed on 
Blackboard in the “Content” folder. 
 
 
COURSE OUTLINE:  We will follow the outline of the Mishkin text, 
supplemented with outside readings (placed in the Blackboard “Contents” folder). 
Detours may occur if interesting issues arise in the economy or if interesting 
questions are posed by the class.  If any changes are made, you will be informed 
via Blackboard ASAP.  The ordering of the readings will follow the order of the 
documents and class notes in the “Contents” folder, apart from any 
exceptions noted in the prior sentence.  Some of the key ideas in this course are 
presented in the last three pages of this syllabus. 
 
 
DISCLAIMER:  The items in this syllabus are subject to change by 
announcements in class, on the course website (Blackboard) or by email.  
 
 
STUDENT INPUT:  If you read an article or learn of an issue that seems relevant 
to the class, mention it after class or send it to me.  I will try to incorporate it into a 
subsequent lecture.  We have a small class; let us take advantage of this fact with 
many student comments and discussion.    
 
 
HOMEWORK PROBLEMS:  Homework problems have been designated in a 
file on Blackboard, near the top of the Contents folder.  These will not be graded, 
and hence do not have a direct effect on your grade.  However, understanding the 
homework problems has a very important indirect effect in helping you understand 
the material.  Additionally, several of the exam questions are drawn from the 
homework problems.  The answers to the homework problems can be found on 
Blackboard in the “Contents” folder, also near the top of the Contents folder.  
Some of the problems will be worked in class.  
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CLASS SESSIONS AND COMMUNICATION:  All class notes and materials 
will be posted on Blackboard.     
 
This class is a mono-tasking environment.  You are here for the lecture and class 
discussion.  If you wish to access the web, etc., please do so outside of this class.  
Leaving class to take/make phone calls is prohibited. 
 
Please check your emails frequently.  Outside of class, I will communicate via the 
email facility in Blackboard.  You are responsible for checking your email daily.  
 
 
GRADING EVENTS:  There are four grading events in this class, three exams 
and one project.  There are 1000 points available in the course.  The exams will be 
a mix of multiple choice questions and short essays.  Prior exams + answers are 
posted at the bottom of the Contents folder.  The exams will be given in class on 
the following days: 
 

 First midterm exam, September 22, Thursday, in-class 
  (250 points, 25% of the overall grade) 

 Second midterm exam, October 27, Thursday, in-class 
 (300 points, 30%)  

 Final exam, December 7, Wednesday, 10:30-12:30, in our  
 classroom (300 points, 30%) 
 

There are no make-up exams.  Please examine your schedule and plan accordingly.  
 
UIC is committed to maintaining a barrier-free environment so that individuals 
with disabilities can fully access programs, courses, services, and activities at UIC. 
Students with disabilities, who require accommodations, must inform me during 
the first week of class and must be registered with the Disability Resource Center 
(DRC, 312-413-2183 (voice) or 312-413-0123 (TDD) or 
http://drc.uic.edu/facultystaff).  If you are not yet in contact with the DRC, please 
inform me and call them as soon as possible to arrange for an appointment to 
discuss your needs.  All information is protected, held strictly confidential, and 
non-discriminatory.  
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The fourth grading event is a project (150 points, 15%) that asks you to obtain a 
story from the media (e.g., Wall Street Journal, Bloomberg Business, Yahoo 
Finance) related to some of the concepts discussed in this course.  You need to 
combine the article with a brief write-up showing how relevant concepts in the 
course help us understand this particular news story.  Examples will be provided 
during the course and can be found on Blackboard.   
 

1. Your submission must differ substantially from the articles contained on 
Blackboard and discussed in class.    
 

2. Importantly, any and all material covered in class can be the basis of your 
project EXCEPT the stock market (Chapter 7).   
 

3. The news article must been written on or after the first day of this class.  
 
See the item “PROJECT – Accessing Business Information” on Blackboard for 
some pointers on how to access business information via UIC resources. 
 
You may submit the project anytime between October 1 and December 5 (no later 
than 11:00 AM).  An advantage of an early submission is that your project may be 
returned for additional analysis and potentially a higher grade.  For example, if you 
submit your project on November 1, it will be returned to you in a few days with a 
preliminary grade and possibly a request asking for some additional work.  You 
would then have until December 5 to resubmit.  Early submissions will not be 
accepted after November 25 (11:00 AM).   
 
Late submissions will have their scores adjusted as follows: 
Submitted after 12.5.16 (11:00 AM) but before 12.6.16 (11:00 AM):     -10 points 
Submitted after 12.6.16 (11:00 AM) but before 12.7.16 (11:00 AM):     -20 points 
Submitted after 12.7.16 (11:00 AM) but before 12.8.16 (11:00 AM):     -30 points 
Submitted after 12.8.16 (11:00 AM) but before 12.9.16 (11:00 AM):     -40 points 
Submitted after 12.9.16 (11:00 AM) but before 12.10.16 (11:00 AM):   -50 points 
Submitted after 12.10.16 (11:00 AM)                                                     -150 points 
 
Your submission should be emailed to (bcelik2@uic.edu) and consist of  

A. Your write-up of the article and 
B. The full text of the article you are discussing appended to the back of your 

submission. 
C. Do NOT send an URL.   
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ACADEMIC INTEGRITYAND CLASS CONDUCT:  Consistent with CBA 
policy, cheating or any other violation of the Honor Code will be considered a 
serious offense.  Please familiarize yourself with the complete statement of the 
CBA Honor Code; it is posted on our Blackboard site.  Should you have any 
questions about what constitutes appropriate/inappropriate behavior, please do not 
hesitate to talk with me.   

 
QUESTIONS?:  If you have any questions about this syllabus, the course in 
general, or any special requirements, please contact me at your earliest 
convenience at the beginning of the semester.    
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Figure 3  The Policy Trilemma
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Important Elements of Monetary 
Policy

 

The CB (FOMC) changes the monetary base (MB) 
                              (T-accounts) 

   Changes in     
    inflation 

Changes in interest rates, exchange rates, and asset prices 
              (the monetary transmission mechanism) 

Changes in the money supply (M) 
               (money multiplier, m) 

    Changes in  
        output 
( l )


