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COURSE OBJECTIVES
This course will cover contemporary issues in monetary policy and financial markets.  The primary objective of this course is to provide students with an understanding of the intersection between financial institutions, financial markets and the Federal Reserve as revealed through contemporary case studies.  Emphasis will be given to recent financial innovations and economic evolutions, and the challenge such innovations pose to monetary and regulatory policy.

TEXTS
There is no specific textbook for this course.  Students may wish to purchase (preferably a used copy of) any textbook in Money and Banking or Money and Financial Markets currently in use at SMU or any other good university.  Excellent books are authored by George Kaufman, Fred Mishkin, Tony Santomero, Glenn Hubbard, as well as numerous others.  Use of textbooks is for background and catch-up reading.

Most other assigned reading material is available on the websites of the 12 Federal Reserve Banks and the Federal Reserve Board.  All are easily accessed from the Dallas Fed website, www.dallasfed.org.    A few non-Fed, copyrighted readings will be used; they will be provided as class handouts.

GRADES
Option A


Option B1

Option B2

Homework
   30%


Homework 30%

   20%

Class Partic.
   20%


Class Partic.20%

   10%

Final Exam
   50%


Term Paper 50%

   70%

For those choosing Option A, a final exam will be given in class on June 25.  For those choosing Option B1, a term paper/project will be due by noon on June 20; a five point bonus will be given for papers submitted by 4:00 pm on Monday, June 16.  Option B2 is designed for students whose job requires considerable travel and who require a flexible schedule.  Under Option B2, the term paper/project need not be submitted until July 20; however, if the paper is not submitted by noon on June 20, the student agrees to take a grade of Incomplete until July 29.

Students have until June 11 to declare their choice of option. Topics under Option B (term paper/project) must have the instructor’s prior approval.  Collaborative projects involving two students require an additional approval from the instructor.

INSTRUCTOR
The course will be taught by Harvey Rosenblum, Senior Vice President and Director of Research, Federal reserve Bank of Dallas.  Dr. Rosenblum has taught at SMU for seventeen years and , together with other business schools, for more than 30 years.  He also has experience in the money and capital markets.  He currently serves as Associate Economist for the Federal Open Market Committee, which formulates the nation’s monetary policy.  Dr. Rosenblum is the immediate past President of the National Association of Business Economists.  He brings considerable experience, both as a practitioner and as a professor, to the classroom.

HOMEWORK ASSIGNMENTS
Each week there will be one or two written homework assignments.  The purpose of the assignments is to focus the student’s study effort during the coming week so that each student can participate fully in class discussion of the assigned readings and cases.

TERM PAPER/(GROUP) PROJECT
As an alternative to writing a final exam, each student may choose instead to write a term paper/research project on a topic that is closely related to the subjects covered in this class.  This project may be done individually or as a collaborative effort with another student.  Projects must be approved in advance and progress reports must be turned in regularly.  The term paper topic CANNOT be so narrow that it ignores the main themes of the course.  (Remember, this is a substitute for the comprehensive final exam.)

ASSIGNMENTS
May 14
Orientation; Overview of Monetary Policy and Inflation.

Dallas 1 (Rosenblum) ; FR Board 1,2,7 (Bernanke 1/21/02, Greenspan 12/19/02, Meyer 4/2/98)

May 21
Class meets 6:30-7:30.  Inflation, Deflation, and Monetary Policy.

Required: Cleveland 1-5; FR Board 3,4,5, and 9

Suggested: KC 1; SF 1, 11; FR Board 6, 8; Dallas 2, St. Louis 1, 2

May 28
Financial Stability.

Required: FR Board 10-12; Cleve 6; Long Term Capital Management Case: Wall Street Journal handout

June 4

Class will not be held this evening.  A make-up class is tentatively scheduled on Saturday, June 14, time to be determined.  Banking Industry Topics

Required: Dallas 3; FR Board 13; Phil. 1, 2;  KC 2, 3;    SF 2-4

Suggested: Chicago 2

June 11
The Economy (and getting caught up)

Required: Dallas 4, 5; NY 1; SF 5; Cleveland Economic Trends, latest available issue

Suggested: St. Louis 4; SF 6; Cleve 7, 8

June 16
4 pm;  Early submission of term paper for five bonus points

June 18
 International Topics

Required: Dallas 6; Boston (Kopcke and 3 other articles); Phil 3; Cleve 9, 10; SF 7, 8

Suggested: Chicago 1; St. Louis 3; SF 9, 10; Cleve 11

June 20
Noon; Term Paper deadline

June 25
Final Exam

READINGS
 (Readings in parentheses are suggested, not required.)

FRB Dallas    www.dallasfed.org 

1. Harvey Rosenblum, Understanding Inflation: :NABE Presidential Address. 

www.dallasfed.org/htm/research/pdfs/rosenblum02.pdf

2. Kydland and Wynne, Alternative Monetary Constitutions, Economic and Financial Policy Review (EFPR), 2002.

3.  Harvey Rosenblum, Banking Strategy, handout

4.  Koenig, et.al., New Economy, New Recession, Southwest Economy, 3/02

5.  Koenig, Using the Purchasing Managers Index, EFPR, 2002

6.  Wynne, Euro Cash Changeover, SWE, 3/02

Federal Reserve Board   www.federalreserve.gov
All are speeches by members of the Board of Governors

1. Ben Bernanke, Deflation: Making Sure It Doesn’t Happen Here, 11/21/02

www.federalreserve.gov/boarddocs/speeches/2002/20021121/default.htm

2. Alan Greenspan, Issues for Monetary Policy, 12/19/02

3. Ben Bernanke, Balance Sheets and the Recovery, 2/21/03

4. Ed Gramlich, Conducting Monetary Policy, 1/4/03

5. Ben Bernanke, A Perspective on Inflation Targeting, 3/25/03

6. (Don Kohn, Comments on Goodfriend) 1/25/03

7. Larry Meyer, Come With Me to the FOMC, 4/2/98


8. (Ben Bernanke, On Milton Friedman’s 90th Birthday), 11/8/02

9. Ben Bernanke, Asset Price Bubbles and Monetary Policy, 10/15/02

10. Roger Ferguson, Business Continuity After Sept. 11,  10/3/02

11. Roger Ferguson, Should Financial Stability Be a Central Bank Objective, 10/17/02

12. Alan Greenspan, International Financial Risk Management, 11/19/02

13. Mark Olson, The Banking Industry in 2002 After Decade of Change, 11/12/02

Kansas City

Economic Review
1.  J. Willis, Structural Change in the U.S. Economy/Inflation Dynamics, 2003/Q1

2.  Charles Sanford, Financial Markets in 2020, 1994/Q1

3.  Pu Shen, Why Has Nonfinancial Commercial Paper Shrunk?  2003/Q1

San Francisco

FRBSF Economic Letter
1.  (Lansing, Can the Phillips Curve Help Forecast Inflation?)  10/4/02

2.   Kwan, Is There a Credit Crunch?  4/26/02

3.   Kwan, Promise and Limits of Market Discipline, 12/13/02

4.   Furlong, Deposit Insurance Reform, 5/10/02

5.   Walsh, Role of Fiscal Policy, 9/6/02

6.   (Marquis, What’s Behind Low U.S. Saving Rate?)  3/29/02

7.   Moreno, Learning From Argentina’s Crisis, 10/18/02

8.   Spiegel, Argentina’s Currency Crisis: Lessons for Asia, 8/23/02

9.   (Cargill, Japan Passes Again On Fundamental Financial Reform)   9/27/02

10.  (Gowrinaskaran, Why Do Americans Still Write Checks?)   9/20/02

11.  Marquis, Setting the Interest Rate, 10/11/02

Cleveland

Economic Commentary
1.  Carlstrom and Fuerst, Perils of Price Deflation, 2/15/01

2.  Gomme, On the Cost of Inflation, 5/15/01

3.  Christiano and Fitzgerald, Price Stability: Is a Tough Central Bank Enough?  8/1/00

4.  Altig and Nosal, Why Haven’t Long Term Interest Rates Fallen?  1/1/02

5.  Altig, Why Is Stable Money Such A Big Deal?   5/1/02

6.  Champ, Open and Operating: Providing Liquidity in a Crisis, 2/15/03

7.  (Schweitzer, Another Jobless Recovery),   3/1/03

8.  (Craig, Why Are TIIS Yields So High?),   3/15/03

9.  Humpage, Money, Manufacturing, and the Strong Dollar, July 01

10. Altig, Dollarization: What’s In It for US?, 10/15/02

11. (Stevens, Electronic Money and the Future of Central Banks, 3/1/02

Also from Cleveland Fed, Economic Trends, a monthly chart book with analysis of recent economic trends, often with an excellent historical perspective.

St. Louis

Economic Review
1.  (Bullard and Schaling, Why the Fed Should Ignore the Stock Market), March 2002

2.  (Poole and Rasche, Impact of Changes in FOMC Disclosure) Jan. 2003

3.  (Pollard, A Look Inside Two Central Banks:ECB & Fed, Jan 2003

4.  (Kliesen, Y2K and Investment Boom and Bust, Jan 03

Philadelphia

Business Review
1.  Boehne, Financial Modernization, July 2000

2.  Santomero, Risk Management, Q1, 2003

3.  Leduc, Who Cares about Volatility: Tale of Two Exchange rate Systems, Q1, 2001

New York

Economic Policy Review
1.  Kahn, et.al., 
Causes of Increased Economic Stability, May 02

Boston
New England Economic Review
1.  Kopcke, et. al., Practice of Central Banking in Industrialized Countries, (Read Kopcke 

and select three other readings)

Chicago

Economic Perspectives

1.  Velde, Gold Standard, Q2, 2002

2.  Chakravorti, Why We Use So Many Checks, Q3, 2002.

