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Course Introduction 
 
  
 The course will consist of three parts. Part 1 will provide a review of the 
stylized facts of the relationship of money and aggregate activity. Besides, we 
will study the mathematical/numerical methods in analyzing monetary models, 
including calibration and time series analysis. Part 2 will focus on the modeling 
of monetary policy (NKM framework), the evaluation of its performance,  and 
the measurement of its effects in a closed economy environment. We will 
discuss the pros and cons of different monetary policy rules. In particular, we 
discuss the effects of money and productivity shock in the presence of financial 
intermediation (bank). Part 3 will focus on an alternative approach to study the 
role of money in the economy – a search theoretical approach.  In contrasts of 
NKM approach, this framework provides an understanding of the origins of 
money and the role of banking system. The related policy implications are also 
addressed. 
 



Money and Banking

Course Syllabus - preliminary version

General Information

• Instructor: Ching-Yang (Jim) Lin

• Email: clin@iuj.ac.jp

• Office Hours: by appointment via e-mail

Course Description and Learning Objectives

The course will consist of three parts. Part 1 will provide a review of the stylized facts of the

relationship of money and aggregate activity. Besides, we will study the mathematical/numerical

methods in analyzing monetary models, including calibration and time series analysis. Part 2 will

focus on the modeling of monetary policy (NKM framework), the evaluation of its performance,

and the measurement of its effects in a closed economy environment. We will discuss the pros

and cons of different monetary policy rules. In particular, we discuss the effects of money and

productivity shock in the presence of financial intermediation (bank). Part 3 will focus on an

alternative approach to study the role of money in the economy – a search theoretical approach.

In contrasts of NKM approach, this framework provides an understanding of the origins of money

and the role of banking system. The related policy implications are also addressed.

This course is meant to give you ideas for master thesis research. I will take knowledge of a

number of modeling tools that have been covered in the first-year macro sequence as granted.

Prerequisites

This class will make intensive use of mathematics and statistics. Basic techniques and concepts

of calculus are required (e.g. derivatives, integrals, matrices). You may encounter lengthy

mathematical derivations. However, focus will be on a few key steps in the derivation of results

and, more importantly, the intuition behind them. You will also be asked to do numerical

analysis based on statistics software or computer language (e.g. Fortran, C, R, Matlab ). For

the computational work, experence is not required, though you should not be afraid of learning.

Textbook, Reading Materials and related Resources

• The class lecture handouts will be the primary sources of information for this course. There

is no required course textbook. Some references which are closely related to the course

materials are as follows:
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– Reading List 1

1. Bernanke, Ben S., Gertler, Mark and Gilchrist, Simon, The Financial Accelerator

in a Quantitative Business Cycle Framework (March 1998). NBER Working

Paper No. W6455.

2. Iacoviello, M. 2005. “House prices, borrowing constraints, and monetary policy

in the business cycle.” American Economic Review.

3. Rosenzweig, M, and K Wolpin. 1993. “Credit Market Constraints, Consumption

Smoothing, and the Accumulation of Durable Production Assets in Low-income

Countries: Investments in Bullocks in India.” The Journal of Political Economy.

4. Mishkin, FS. 1999. “International experiences with different monetary policy

regimes.”

– Reading List 2

1. Wallace, Neil. “A Dictum for Monetary Theory.” Federal Reserve Bank of Min-

neapolis Quarterly Review 22 (Winter 1998): 20-26.

2. Hellwig, Martin F. “The Challenge of Monetary Theory.” European Economic

Review 37 (April 1993): 215-242.

3. Rupert, Peter, Schindler, Martin, Shevchenko, Andrei, and Wright, Randall.

“The Search Theoretic Approach to Monetary Economics: A Primer.” Federal

Reserve Bank of Cleveland Economic Review 36 (Quarter 4, 2000): 10-28. 1.

Commodity money

4. Kiyotaki, Nobuhiro, and Wright, Randall. “On Money as a Medium of Ex-

change.” Journal of Political Economy 97 (December 1989): 927-954. [Sections

I-III]. 2. Fiat money

5. Kiyotaki, Nobuhiro, and Wright, Randall. “A Search-Theoretic Approach to

Monetary Economics.” American Economic Review (March 1993): 63-77. [Sec-

tion I only. For a more user-friendly version, see their * “Acceptability, Means of

Payment, and Media of Exchange.” Federal Reserve Bank of Minneapolis Quar-

terly Review 16 (Summer 1992): 18-21 ] 3. The essentiality of money

6. Kocherlakota, Narayana. “Money is Memory.” Journal of Economic Theory 81

(August 1988): 232-251. For a more user-friendly version, see his “The Tech-

nological Role of Fiat Money.” Federal Reserve Bank of Minneapolis Quarterly

Review 22 (Summer 1998): 2-10.

Course Outline

1. Introduction (Week 1, 2)

(a) Stylized facts and The non-neutrality of money

(b) Math tools: linear approximation; Calibration;

2. Modern approaches to the non-neutrality of money (Week 3, 4, 5, 6) (Reading list 1)

(a) Review: The non-neutrality of money
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(b) Sticky prices

(c) A New Keynesian Framework (Gali ch 2 - ch 4)

(d) The financial accelerator in a quantitative business cycle framework

3. Search models - the original of moiney (Week 7, 8, 9, 10) (Reading list 2)

(a) Critique on Walrasian models

(b) Search models

(c) Money, Banking, and Monetary Policy

Assignments, exam and grading policy

• Assignments: you may work alone or in groups of up to 3. The purpose of these assignments

is to help you review the materials in class. In each assignment, you will be asked to solve

a model and explain its implication. Some of the problem sets involve computational

analysis. The assignments may be challenging, but you are very encouraged to discuss any

roadblock you may have with me.

• Exam: Final - based on lecture notes

The course grade will be based on your performance on assignments (50%) and the final (50%).
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