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Econ 135: Monetary Economics – Spring 2020 
 

:  
  Email:  henning.bohn@ucsb.edu. Use subject line: “Econ 135” 

  Page: http://econ.ucsb.edu/~bohn/135/135classpage.html 

   TR 11-12 via zoom 

  GauchoSpace is documents & recordings.  
 

 
  Monetary Economics = Advanced Macroeconomics 

  Required prerequisite: Intermediate Macro (Econ 101). 

  l. 
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Readings 
 

th ed. 
  - Editions 10- . Important: U.S. edition. 
  - Required = now everything in the chapter. 
  - Optional/recommended = supplement to class material.  
   [Tests cover required readings AND class material.] 
 

 & GauchoSpace:  
  - Slides. Announcements. Some lecture notes. Practice problems. 
  - - no excuses. 
 

 
  - line data.) 
  -  
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Why take Monetary Economics? 
 
 

 Understanding Monetary Policy 
  -  

  - etc. 
 
 

 Understanding Macroeconomics at a more advanced level. 
  - . Advanced: New Keynesian macro. 
 
 

 
  -  

  - S  
 
 

  
 

Standing invitation: Ask me about current economic issues! 
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Outline 
 
 
 

I.    Interest Rates 
 

II.   Macroeconomics  
 

III.    
 

 or detailed course outline and readings. 
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Exams & Grading 
(Tentative – subject ) 

 
 
 

Item Weight  

Quiz #1 15-25%  About 1st thir  

Quiz #2 15-25%  

 15-25%  

 25-30%  

Writing assignments or extra credit   
 

 .  

  Exams mandatory: missing an exam without valid excuse means zero points. 

s: normal target 25-35% A-range  65- . 

  A –  and especially with “remote” teaching. 

  ryone ≥  

  Extra points always given without moving the curve. 
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Themes from Mishkin Ch.1: Why study Money & Banking? 
1. Money Growth and Inflation (2006-2016) 

 

     
price stability –  
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2. Monetary Policy and Interest Rates 
 

 

–

 

 
  (On chart: 10-year Treasury note). 
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3. Money Growth and Business Cycles 
 

   
employment and about financial stability. 

  

and employment => Monetary Economics is applied macroeconomics 
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Macroeconomic Theory 
  

1.  savings & investment. (*) 

2.  (*) 
    

3.  

4. : money supply or interest rate target. 

 
 

-Keynesian analysis. 

- –  

-  
 

 

- -11. 

-  
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What do Central Banks do? 
Practical level: control several policy tools review—required later] 

1. Impose Reserve Requirements = R customer 
deposits on reserve Original motive:  used 
to control the money.  

2. Grant Discount Loans = 
an interest rate - -

  

3. Execute Open Market Operations = 

 

4. Offer interest on reserve balances (IOR) –
-

–  
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How are Central Banks organized? 
 

(Mishkin ch.13) 
Leading Example: The Federal Reserve System 

  
 -  
 -  
 - ndence: How much? Good or bad? 
 -  

 
 -  

 
 -  
 - Need  
 - Keynesian macro =>  
 - New policy  
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Formal Structure: Decentralized - 12 Districts 
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Decision Making in the Federal Reserve System 
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Actual Operation 
 

Federal open market committee (FOMC): -  

 ted but still good). 
 

 

 -  

    -  

   Alan Greenspan  -2006) 

    (2006-2014) 

   Janet Yellen (2014-  

 -  Jerome Powell —)  
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Central Bank Independence 

-
Presidents have votes in the  

constitutional protection. Reporting  

by politicians – independence enhances credibility.  

000s). 
  Independent created  
 

-  
 - Is large-  
  Invites coordination with governments.  winners/losers => political lobbying. 

 -  
  ender- -last-resort should 

charge penalty rates. – taxpayer losses.) 

 -  
   industry 
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Conclusion: Agenda for Monetary Economics   
Understand

 
 

– -  

 -  

 - Keynesian reasoning: Money => Interest rates => Aggregate Demand  
   
 -  
 - he money supply. 
 

–  
  - Management level: Policy choices re-  
  -  
  => Money is sidelined – determined by demand at the target interest rate. 
 - –

political authority to vary interest rates as needed. Problems ahead? 
 

 


