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MONETARY ECONOMICS 

Course Objectives:  

1. The course is devoted to the main issues in modern monetary economics.  

2. The factors behind money demand and supply are studied through the set of 

comprehensive monetary models. 
 

Unit I: Classical Theories of Money 

Demand for Money Quantity theories of money – Fisher and Cambridge- Keynesian monetary 

theory- James Tobin’s portfolio analysis of money demand- Don Patinkin`s Integration– Real 

Balance Effect- Milton Friedman’s reformulated quantity theory.  
 

Unit II: Supply of Money 

Supply of Money Types and determinants of money supply – money multiplier- Theories of 

interest rate – classical – Keynes – Hicks – Hansen.  
 

Unit III: Money and Capital Market 

Money and Capital Market Significance and functions of Money market and capital market- 

Role of financial intermediaries – Effects of financial intermediation- Non-banking financial 

institutions – Gurley and Shaw theory. 
 

Unit IV: Banking and its functions 

Banking Functions of Commercial banks - Credit creation – process and limitations Role of 

Commercial banks after nationalization – after reforms- Role of RBI – Regulation of money 

supply and credit- Narasimham Committee Reports– 1991 and 1998- RaguramRajan Committee 

Report -2007.  

 

Unit V: Monetary Policies 

Monetary Policy Objectives and Instruments of Monetary policy– Limitations of monetary 

policy- Monetarism and Keynesianism – Comparison - Supply side policies.  

 

Text Books: 

1. Bain, Keith and Howells, Peter: Monetary Economics: Policy and its theoretical Basis, 

Palgrave Macmillian, 2nd Edition, 2009  

2. Mishkin .S. Frederic-The Economics of Money ,Banking and Financial Markets, Pearson 

Publication, 11th Edition, 2015 
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Course Outcomes (Cos): 

Upon Completion of this course, the students will be able to 

No. Course Outcomes K-Levels 

CO1 To list out and outline the theories of money. K1,K2, 

CO2 
To explain construct and distinguish various determinate of money supply and 

multiplier. 
K2,K3,K4, 

CO3 To label, explain and evaluate the capital market. K1,K2,K5 

CO4 To define, illustrate and importance of banking sector. K1,K2,K5, 

CO5 To interpret and make use of monetary policy. K2,K3, 

K1 – Knowledge, K2 - Understand, K3 – Apply, K4 – Analyse, K5 – Evaluate, K6 – Create 

CO-PO Mapping (Course Articulation Matrix) 

CO /PO PSO1 PSO2 PSO3 PSO4 PSO5 

CO1 3 3 3 3 3 

CO2 3 3 3 3 3 

CO3 3 3 3 3 3 

CO4 3 3 3 3 3 

CO5 3 3 3 3 3 

Weightage 15 15 15 15 15 

Weighted percentage of 

Course Contribution to Pos 3.0 3.0 3.0 3.0 3.0 

Level of Correlation between PSO’s and CO’s  

(Suggested by UGC as per Six Sigma Tool – Cause and Effect Matrix) 

Assign the value  

1 – Low  

2 – Medium  

3 – High  

0 – No Correlation 
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