
Money, Banking, and Financial Markets
Department of Economics Spring 2025

Course Information
Course: Money, Banking, and Financial Markets
Room: IB 335
Day/Times: Tuesday 3:10 p.m.- 5 p.m.

Reference texts
Primary (CS): “Money, Banking, and Financial Markets" (2024) by Cecchetti & Schoenholtz (CS)
Macro-theory (GLS): “Intermediate Macroeconomics" by Garin, Lester & Sims (GLS)
Money-theory (CHP): “Modeling Monetary Economies,” by Champ, Freeman, & Haslag (CFH)

Course description
An introduction to the economics of money, banking and financial markets. Course surveys the
modern financial system and how it shapes the broader economy. Explores the challenges for
valuation and trade in financial markets, the role various institutions, including banks, play in
facilitating trade and evaluates the role of government and central banks in intervening with the
system to promote financial stability, and assesses the monetary system. Also examines various
theories on viable monetary objects, and how central banks use it to shape interest rates and
inflation. Practical and empirical applications with financial instruments, cryptocurrencies and
markets are emphasized.

Instructor Information
Name: Professor Mark Rempel (mark.rempel@utoronto.ca)
Office: Innovation Complex, KN 3222
Office Hours: Tuesdays: 1:30 p.m.- 2:30 p.m.

Tutorial Instructor: Salik Qureshi (salik.qureshi@mail.utoronto.ca)
Office/Office Hours: Thursday 2:10 p.m.- 3:00 p.m., KN 3278

Primary TA Coordinator: Nasir Hossein (nasir.hossein@mail.utoronto.ca)
TA Grader: Hongxuan Guo (hongxuan.guo@mail.utoronto.ca)

Communication policy:
Content-related questions: in-class or office hours
Technical issues or administrative questions: email Nasir Hossein and cc instructor
All emails must have descriptive subject line and begin with "ECO349HS:"
Emails must be sent from UofT email address
Emails must be professionally written and succinct (i.e. not excessively long or obviously Chat GPT
generated)
Questions must not be already answered in syllabus or via announcements in-class or Quercus

Failure to follow these guidelines may result in delayed or no response and participation grade deductions.
Where response is of public interest or a common question, individual responses may not be provided with
a Quercus announcement provided instead.



Topics
Pricing and valuation of debt or other fixed income assets

Trade and opacity in primary & secondary markets

Macro-fundamentals, sovereign default risk and the term structure of interest rates

Equity markets, bubbles and the compensation for risk

Cash, gold, and digital (crypto) assets as money and control of inflation

Information frictions and the role of banks

Financial stability - competition tradeoffs, financial crises and regulation

Interbank markets, financial crises and monetary policy implementation/interventions

Money creation, inflation and the role of central banks

Learning Outcomes
We use and rely on money and financial institutions in our everyday life, but what really are they
and why do we need them? Why do we have student loans, but not student equity financing options?
Is cryptocurrency the future of money or just a bubble? How can we use financial markets and
observed trading activity to forecast the future? Are banks too big or anti-competitive, and should
we bail them out when they’re in trouble? What actually happened in the lead up to the 1930s
Great Depression and 2007-2008 Great Recession? Are there common patterns and predictors of
financial crises or bubbles? How does the Bank of Canada’s (or the Federal Reserve’s) interest rate
setting get transmitted into economic activity and when, if ever, should they intervene in markets?
Should they act independently from the government or be directly accountable to voters?

These questions and more will be explored in the class. By the end of the term you will have enough
background knowledge into the institutions, the economic rationale for their emergence, and our
historical experiences to take informed positions on these questions. You will also have the more
tangible experience with:

the mechanics and uses in the trading of bonds, stocks, and derivatives

extracting signals from asset prices and trading activity about risks and opportunities

thinking like a central banker or financial regulator

evaluating financial stability risks from bank balance sheets

critiquing business editorials in the Wall Street Journal or the Financial Times

empirically testing theories and hypotheses

applying known economic models to new context, or predicting the effects of new policies



Course Materials
Course website - Quercus
The course website will be on Quercus, where all course materials will be posted. Any announce-
ments and updates for the class will be posted there and/or announced in lectures.
Course references
The material for this class was custom designed by me, and doesn’t follow any single textbook
or reference. With that said, the primary reference textbook for this course is “Money, Banking,
and Financial Markets" (2024) by Cecchetti & Schoenholtz (CS) . This book provides a good
introduction and high-level overview of the topics, and should be used as your first resource beyond
the lectures. The other two textbooks, “Intermediate Macroeconomics" by Garin, Lester & Sims
(GLS) and “Modeling Monetary Economies,” by Champ, Freeman, & Haslag (CFH) provide more
rigorous and deeper treatments of specific topics appropriate for the course-level. These texts are
useful references for the longer analytical exercises, and links to specific chapters and sections will
be provided on Quercus. The main sections referenced of these two books are available free of
charge, see Quercus for details. Additional supplemental readings or resources may be provided
and will also be posted on Quercus. Indications are given in the outline, in slides and on Quercus
what the main references are for you to refer to each week/topic.

Technical requirements
This course has some applied and practical components, which requires you have access to a:

Computer/Laptop

– Interactive Brokers (IBKR) desktop application and student paper trading account
– Microsoft Excel

Opt-out option
Assigned practical trading activities are designed to enhance learning and engagement. If you are
unable to meet the requirements and need to opt out from the trading exercises, you must submit a
request in writing during the first week of class or enrollment in the case you join the class after the
semester begins and include your reason for doing so. Alternative accommodations for completing
the assignments will be required, and will be more time-consuming (and less beneficial to your
learning) for you than the alternative.

Course Evaluation and Grading Policies
Grades are based on:

Participation (15%)

– Not automatic!
– Class attendance, in-class exercise participation and surveys, and adherence to communication

policy.

Midterm exam (25%)

– Week 7, in-class.

Assignments (20%)

– 4 assignments, 5% each.
– Completed in individually or groups of 2

Final Exam (40%)

– Cumulative, during exam period, but more emphasis on 2nd half material.



Topic Schedule
Week 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Introduction to financial markets and institutions [CS.1/3]

(Tutorial 1) Intro to Interactive Brokers and Excel
...
Week 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . The micro of financial instruments and valuation [CS.4/6]

(Tutorial 2) Bond valuation and Over-the-Counter (OTC) pricing exercises
...
Week 3 . . . . . . . . . . . . The macro of fixed income instruments and the yield curve [CS.5/7; GLS.34]

(Tutorial 3) Multi-period general equilibrium bond pricing exercises
...
Week 4 . . . . . . . . . . . . . . . . . . . . . . . . . Equity markets and the compensation for risk [CS.8/9; GLS.35]

(Tutorial 4) Equilibrium asset pricing and portfolios with risk exercises
...
Week 5 . . . . . . . . . . . . . . . . . . . . . . . . Inflationary effects and theories of money [CS.2/20-21; CFH.1/3]

(Tutorial 5) Overlapping generations model exercise
...
Week 6 . . . Crypto-currencies as money and an intro to information frictions [External; GLS.31.1]

(Tutorial 6) Midterm exam review
...
Week 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Midterm Exam

(Tutorial 7) TBD
...
Week 8 . . . . . . . . . . . . . . . Banks as credit intermediaries and financial / derivative contracts [CS.11]

(Tutorial 8) Holmestrome-Tirole credit intermediation exercises
...
Week 9 . . . .Bank (in)-stability, liquidity provision and deposit insurance [CS.12/CFH.12/GLS.33]

(Tutorial 9) Bank balance sheets analysis & Diamond-Dybvig model exercise
...
Week 10 . . . . . . . . . . . . . . . . . . . . . . Bank market competition-stability tradeoff and regulation [CS.13]

(Tutorial 10) Bank balance sheets, cournot model and bank-competition exercise
...
Week 11 . . . . . . . . . . . Interbank markets, monetary policy & financial crises [CS.15-18/23, GLS 37]

(Tutorial 11) Central bank intervention exercises and intro to historical financial crisis data
...
Week 12 . . . . . . . . . . . . . . . . . . . . . . . . Current central banking & monetary policy challenges [GLS 32]

(Tutorial 12) Final exam review

NOTE: Schedule is tentative and subject to change.

Important Dates
First day of classes: Tuesday, January 7th

Assignment 1 due - 11:59 p.m. Monday, January 27th

Assignment 2 due - 11:59 p.m. Monday, February 10th

Reading week: Monday, February 17th - Friday, February 21st

Midterm exam - in-class Tuesday, February 25th

Assignment 3 due - 11:59 p.m. Monday, March 17th

Assignment 4 due - 11:59 p.m. Friday, April 4th



Last day of classes: Tuesday, April 2nd

Final exam period: April 9th - April 25th

Policies, Support Services, and Other Information
Social contract
This is an elective class with many alternative offerings. I am passionate about this topic and am
investing into making a class that is engaging / relevant for you. However, you can’t get more out
of a class than you put in, so it will only succeed if you also invest and actively par-ticipate in the
class. Academic integrity is taken seriously (it is also not in your long-run in-terest to cheat, since
ultimately competencies matter more in the real world than grades). Collaboration within groups
is expected, but all work submitted must be that of you and your group members.
Generative AI policy
You are accountable for any work you submit. Homework is designed to help you learn the ma-
terial, so over-reliance on external resources including generative AI is to your detriment both in
exam performance and for use in the real-world. With that said, sublte use of generative AI is
permitted, but obvious regurgitation of output, erroneous or nonsensical content will be penalized
with prejudice, reflecting a lack of professionalism and taken as a lack of understanding. That is
wrong statements seemingly AI generated will be disproportionately penalized so be very careful
to review and double-check any output.
Privacy and Use of Course Materials
Course materials belong to your instructor, the University, and/or other sources depending on the
specific facts of each situation and are protected by copyright. Do not download, copy, or share
any course or student materials or videos without the explicit permission of the instructor.
Late or Missed Work
It is every student’s responsibility to ensure that their work is submitted successfully by the due
date. Accommodations will not be made for unsuccessful or late submissions due to, but not
limited to, i) the system timing out, ii) submitting the incorrect document(s), iii) problems with
the internet connection, iv) computer problems, etc.
If you miss an academic obligation during the term because of circumstances beyond your control
(e.g., illness or an accident), you can request accommodation. The following rules apply:

Complete a Special Consideration Request for all requests including your first absence and
notify your professor & Nasir Hossein by e-mail.

Once per term, you may use the ACORN Absence Declaration Tool to record an absence.
The declaration period must include the day of declaration and may include past and/or
future dates, for a total of up to seven consecutive days. You will receive accommodation
for academic obligations during this time period without needing to present supporting doc-
umentation. Send a confirmation of your ACORN Absence Declaration to your professor
within one week of the missed test / due date.

If no request for accommodation is received, or if the request is deemed unacceptable, you will
receive a grade of zero for the academic obligation you missed. If the request is granted - that is,
your reason for missing the academic obligation is considered acceptable – then the grade weight
will be transferred to the final exam.
Students cannot petition to re-write a quiz/test once it has begun. If you are feeling ill, please do
not start the test, seek medical attention immediately, and the policy on Missed Term Work will
apply.

https://uoft.service-now.com/utm_scr
https://www.utm.utoronto.ca/registrar/enrolment/manage/absence-declaration


Assignments:
Late assignments will not be accepted. Late or missing assignments will be given a grade of zero.
Extensions must be requested at least four days in advance of the deadline.

Midterm:
If you miss the midterm exam for any reason, the exam weight will be transferred to the final exam.
Regardless of the reason for missing the midterm exam, a participation grade deduction of 5% (out
of the total of 15% of your final participation grade) will be applied unless you provided individual,
handwritten solutions to at least 3 full-questions in each set of practice exercises leading up to the
midterm. Once an exam has begun, it is not possible to reweight the exam, and should you not
submit your midterm you will receive a grade of zero.

Regrade requests
Regrade requests must be made in writing and emailed to Nasir Hossein within 5 business days of
the grade being released. If after review, there is still a dispute, Professor Mark Rempelwill review
the request and make a final decision. Note: a re-grade request may result in any or all of the
submission being regraded with the possibility of a higher, lower or unchanged overall grade.

Supplement
The Supplement to Course Syllabi (dated August 19, 2024) of UTM’s Department of Economics
should be understood to be an integral part of this syllabus. It describes

time zone information;

information regarding prerequisites and exclusions;

your responsibility to adhere to the Code of Student Conduct;

your responsibility to adhere to the Code of Behaviour on Academic Matters

the Registrar’s policy on missed final exams;

expectations regarding academic integrity, including examples of violations;

technology requirements for online learning;

your responsibility to avoid course conflicts;

your responsibility to honour the copyright of course materials;

your right to receive accommodations for religious observances;

the equity statement for this course;

your academic rights;

some resources that are available to students, including Accessibility Services.

https://www.utm.utoronto.ca/economics/undergraduate-studies/course-syllabi-supplement
https://governingcouncil.utoronto.ca/secretariat/policies/code-student-conduct-february-14-2002
https://governingcouncil.utoronto.ca/sites/default/files/2020-03/Code of Behaviour on Academic Matters July 1 2019.pdf
https://www.utm.utoronto.ca/accessibility/welcome-accessibility-services

