Syllabus: Money and Banking
Econ 310 Section 02
Spring 2008
Lecturer: David Youngberg

Email: dyoungbe@gmu.edu
Office Hours: ENT 329; M, W 11-12
The goal of this class is to arm you with the basic tools of understanding our financial system. How do banks make a profit? What does the Federal Reserve do? What is the futures market? Why do we have money? Why is that Cramer guy on CNBC so angry all the time?
Grading

Your grade will be determined by four exams, four homework assignments, and class participation.

Homework: 5% each (20% total)

Test #1: 15%
Test #2: 15%

Test #3: 15%

Final: 25%

Participation: 10%

Homework. There will be a total of four homework assignments. All homework assignments must be turned in on time, typed, and stapled. If your assignment is not all of these, it will not be accepted, (though I will provide a stapler available for you to use at the cost of only $0.25 a staple). I repeat, late assignments will not be accepted.
Exams. The exams will comprise of short answer and multiple choice and they will strongly emulate the homework assignments. Since all exam dates are listed here, you will be expected to attend. Failure of attendance results in a zero for the exam. Exceptions will only be made in extreme circumstances, one that I find compelling (such as a death in the family), and in those cases written proof (such as a death certificate) must be presented. 
I have been told my exams are “tricky.” That might be true, but “challenging” is a more appropriate word. What they are not is a series of questions where you spit back what I’ve told you in class. Regurgitation is more like high school work, not college, and certainly not for a 300 level course. You don’t learn much through it, anyway. 
The exams emphasize your comprehension of the material, not your rote memorization (though there is a little bit of that because demonstrating comprehension is time-consuming). This is why I make practice tests (which I suggest you take under simulated time pressure); let you have a note card (so you can focus on understanding, not memorizing); and make the exam have 110 possible points, even though it’s counted as if there’s only 100.

Participation. Participating is good rule for learning as well as for life in general. However, because there’s a lot of material to cover, we cannot always have an in depth class discussion. Thus the expectations for participation reflect that—a substantive comment or question concerning the material (or even a rephrasing of what I’m lecturing about) every other class will fulfill this requirement just fine.

Participation is, by far, the easiest way to get points in the class. Yet, for some reason, participation is what some have the hardest time with. I consider this tragic—learning to speak up is a valuable life skill. 
However, I am offering an alternative to those that request it, if they request it by the end of class on January 30th (those who add the class late must speak to me immediately). This deadline will be strictly enforced—no changing your mind after shirking participation. Because communicating complicated ideas in a short amount of space is another valuable life skill, the assignment will be a 500 word paper describing a topic we covered in class. The topic must be selected from the following list, though I will consider other topics you suggest, provided they are complex enough. It must be communicated clearly and accurately to a non-economist, to someone that may not even be interested in learning what you are trying to teach them. Bear in mind that even though I am willing to look at rough drafts throughout the semester, this assignment is very hard. It is due on May 5th.
· Creative destruction and its role in economic growth

· The efficient market hypothesis (EMH)

· Rational expectations

· Moral hazard

· The law of one price
· Why the trade deficit doesn’t matter

· Options

· The Fed’s role in the Great Depression

Scale. I will assign grades as follows: A+ (98+); A (97-93); A- (92-90); B+ (89-88); B (87-83); B- (82-80); C+ (79-78); C (77-73); C- (72-70); D (69-60); F (59-0)

Dispute. If you discover an error in your grade due to a calculation mistake on my part, tell me and I’ll make the change immediately. If, however, you wish to challenge how I graded a question, you must e-mail me a short paragraph explaining why your answer deserves more credit and we will go from there.
Honor Code
As always, cheating or other misconduct in violation of Mason’s code of honor will be met with an automatic failing grade and be reported to the Honor Committee.

Disabilities

If you are a student with a disability and you need academic accommodations, please see me and contact the Office of Disability Resources at 703-993-2474. All academic accommodations must be arranged through that office.

ESL Students

If English is not your first language, you are welcome to have a translation dictionary with you when you take exams. Be aware that this dictionary must only be a dictionary and cannot be capable of other functions (such as storing text). Laptops as dictionaries are not allowed.
Readings
There is no textbook for this class, but a copy of Fredrich Mishkin (8th edition) will be available on reserve in the Johnson Center. You will need When Genius Failed, by Roger Lowenstein.

On the reading list there are also a couple of scholarly articles. I purposely selected those that would be approachable to the undergraduate audience—there is no complicated mathematics or advanced theory. You can access these articles by clicking on the JSTOR link (from this address: http://furbo.gmu.edu/dbwiz/econ) and searching as appropriate.
Extensions

I have set up a web site for this course at http://mason.gmu.edu/~dyoungbe where you can download lecture notes, homework assignments, practice exams, and answer keys. I also link to my blog—http://lawlegislationandlunacy.blogspot.com—where I build off of some of the lectures offer additional tidbits I wasn’t able to cover in class. In addition, I am available through e-mail and office hours. Feel free to contact me if you have any questions, or to schedule an appointment for help if you cannot attend office hours.
Schedule

	Date
	Topic
	Reading/Due Dates

	January 23
	Introduction
	

	January 28
	Creative Destruction 
	Schumpeter, Joseph. Capitalism, Socialism and Democracy, Chapter 7 [Handout]

	January 30
	Dow Jones Industrial Average
	

	February 4
	Nature of Money
	R.A. Radford. “The Economic Organisation of a P.O.W. Camp,” Economica, 1945

	February 6
	EMH and Rational Expectations
	WGF 1, 2

	February 11
	Equity Premium Puzzle
	

	February 13
	Exchange rates, law of one price 
	HMK 1 Due

	February 18
	Exam 1 (1/23 – 2/11)

	February 20
	Balance of Payments
	Bastiat, Frédéric. Economic Sophisms, I.6 & I.7. http://www.econlib.org/library/Bastiat/basSophtoc.html

	February 25
	Floating and Fixed Regimes
	

	February 27
	Anatomy of banks
	WGF 3, 4

	March 3
	Asymmetric information
	Cowen, Tyler. “So We Thought. But Then Again…” New York Times, January 13, 2008. http://www.nytimes.com/2008/01/13/business/13view.html

	March 5
	Present Value
	Bastiat, Frédéric. That Which Is Seen and Which Is Unseen, Intro. & first section. http://www.econlib.org/library/Bastiat/BasEss1.html

	March 10
	No Class—Spring Break

	March 12
	

	March 17
	Options 
	HMK 2 Due

	March 19
	Exam 2 (2/13 – 3/5)

	March 24
	Options strategies I
	WGF 5, 6

	March 26
	Options strategies II
	

	March 31
	Noise, the nature of markets
	WGF 7; Fischer Black. “Noise,” Journal of Finance, 1986.

	April 2
	Inflation & money illusion
	Twain, Mark. A Connecticut Yankee in King Arthur’s Court, Chapter 33. http://www.literature.org/authors/twain-mark/connecticut/chapter-33.html

	April 7
	No Class—Conference

	April 9
	Goals of a central bank 
	HMK 3 Due

	April 14
	Exam 3 (3/17 – 4/2)

	April 16
	Tools of a central bank
	

	April 21
	Policy of a central bank
	WGF 8, 9

	April 23
	The Great Depression
	

	April 28
	Public choice and the Fed
	WGF 10, Epilogue

	April 30
	The housing market
	

	May 5
	Review
	HMK 4 Due

	May 12
	Final: 1:30 – 4:15


