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SSC260 Money, Banking and Finance
Classroom: E09/E10
Class times: Tue 13:45-15:45, Fri 16:00-18:00
Instructor: Dr. Alexei Karas

Email: a.karas@ucr.nl
Tel: +31 118 655 547
Office: Eleanor 1.11

For appointment fill in your name in an empty slot of my weekly agenda hanging on the door of my office.

1 Track Information
Prerequisites: SSC160 Intro to Econ AND (SCI110 Elementary Calculus OR SCI111 Mathematical Ideas)

For further information about the track, please see the track document available on the UCR Intranet.

2 Course Description
We study financial markets (stocks, bonds, derivatives) and financial institutions (commercial banks and
central banks). We address such questions as:

• Can you outperform the stock market?

• Why are banks inherently fragile?

• What do central banks do?

• What causes financial crises?

Throughout the semester student teams participate in a business simulation - the Stanford Banking
Game. Each team manages a virtual bank trying to maximize its share price.

3 Study Load
This course earns you 4 credits (7.5 EC). We meet twice a week for 2 hours. Preparation is 10 hours a week.

4 Course Materials
Textbook: Mishkin, F. S. (2016). The economics of money, banking and financial markets. Global edition.

Pearson, 11th edition

Web Chapters and Appendices: available on textbook’s website.

Stanford Banking Game Documentation: available on Moodle.

Recommended: Williams, J. M. (1990). Style: toward clarity and grace. University of Chicago Press

Few, S. (2006). Information dashboard design: the effective visual communication of data. O’Reilly
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5 Course Organization and Requirements
The course follows the schedule on page 5. The schedule, for the most part, follows the textbook: each
session we cover (a part of) a new chapter. Before class you need to read the assigned chapter and to
complete scheduled activities on Moodle. The two regular Moodle activities include homework & feedback.
I make them available at least 5 days before deadline. The deadline is always 4 a.m. before class.

I use completed Moodle activities to identify issues and concepts you find hard. I then use class time to
review those concepts, practice applying them, and respond to your questions. Importantly, I don’t lecture
in a sense of presenting large chunks of textbook material. Coverage is determined by your reading, not by
in-class lecturing. I do, however, address/explain issues you have difficulty with. Make sure to communicate
those via Moodle. Watch this video (click) if you’d like to know more about my teaching approach.

Throughout the semester, as part of a team of 3-4 students, you participate in a business simulation -
the Stanford Banking Game. Each team manages a virtual bank trying to maximize its share price. Starting
from week 4, every Wednesday by 16:00 team representatives put a hard copy of their decision form
to my pigeonhole in Eleanor; I feed these decisions into the software, run the next round of the simulation,
and email the simulation output back to the teams. Each team member specializes in a particular area of
the bank (e.g. loan officer, risk officer, etc.) and needs to analyze output related to that area. That involves
much individual work in Excel and/or Stata. After that, the team members come together, present their
analysis to the entire team, and jointly make the decisions for the next round.

Rules of engagement:

• We come on time. • We greet each other. • We speak English.

• We switch off (not just put on quiet) phones, laptops and other mobile devices before the class starts.

• We do not display or consume food during class or during the exams.

• You participate by asking/answering questions, solving problems and explaining concepts to peers.

• You take notes during class (using pen and paper).

This course is subject to UCR academic rules and procedures. Both students and instructors are required
to know and follow these rules and procedures. In particular, class attendance is mandatory. You should
inform the instructor before class if you can’t attend because of illness or some other urgent reason. A
student fails the course if he/she misses more than 6 classes.

6 Assessment
The final grade is composed of:

10% Exam 1 10% SBG: Dashboard demonstration 10% Homework
15% Exam 2 15% SBG: Final report (individual grade)
25% Exam 3 15% SBG: Final share price (group grade)

Exams Questions are multiple choice; the difficulty is similar to homework. Please bring a calculator.
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SBG: Dashboard demonstration In the banking game, you will be responsible for several areas of your
bank. For example, a deposit officer is responsible for different types of deposits; a risk officer is re-
sponsible for securities, wholesale funding, hedging, macroeconomic analysis, etc. For each of those areas
you need to make a dashboard - a visual display of information that will assist you in making decisions
(further guidelines are in appendix A). In class, you will give a 15-min demonstration of how your dashboards
facilitate decision making (see schedule on page 5). I will provide examples in class.

SBG: Final report In weeks 8-15 you describe your experience with the banking game in a report. You
hand it in one section per week on Moodle (for deadlines see Moodle). In week 15 CEOs submit a combined
report of all team members over all game periods. Further guidelines are in appendix B.

SBG: Final share price If your bank’s final share price is twice the initial value you get an A+. If the
final share price is lower than its initial value you get a low grade. In other cases your grade depends on
where you stand relative to other teams.

Homework Homework assignments may include multiple choice & open questions. I grade multiple choice
questions on correctness; you have unlimited attempts to try them. I grade open questions on effort.

Participation You participate by attending class and adhering to the rules of engagement above. Partic-
ipation is not graded but is taken into account in borderline cases. For example, an actively participating
student with a final 73.4% may get a B+.
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7 Course Schedule
Week Date Topic (chapters refer to the textbook of Mishkin) Assessment

1-1 30/01/18 Introduction to Stanford Banking Game (SBG)
1-2 02/02/18 Ch.9. Banking. SBG Player’s Manual (pp.1-50): SU Moodle
2-1 06/02/18 Ch.9. Banking. SBG Player’s Manual (the rest): DF Moodle
2-2 09/02/18 Appendix 2 to Ch.9: Bank Performance. Intro to Stata Moodle
3-1 13/02/18 Ch.4. Understanding Interest Rates Moodle
3-2 16/02/18 Appendix to Ch.4: Measuring Interest-Rate Risk Moodle
4-1 20/02/18 Ch.5. The Behavior of Interest Rates Moodle
4-2 23/02/18 Appendix 1 to Ch.9: Duration Gap Analysis Moodle
5-1 27/02/18 Ch.4,5,9 with Appendices. Exam 1
5-2 02/03/18 Dashboard Design
6-1 06/03/18 Ch.6. The Risk and Term Structure of Interest Rates Moodle
6-2 09/03/18 Ch.7. Stock Market. Moodle
7-1 13/03/18 Dashboard demonstration: loan officers; deposit officers Dashboard
7-2 16/03/18 Dashboard demonstration: risk officers; CEOs Dashboard
8-1 20/03/18 Web Chapter 3: Financial Derivatives Moodle
8-2 23/03/18 Web Chapter 3: Financial Derivatives Moodle
Break 27/03/18
Break 30/03/18
9-1 03/04/18 Appendix to Ch.7: Evidence on Efficient Markets Moodle
9-2 06/04/18 Ch.8. An Economic Analysis of Financial Structure Moodle
10-1 10/04/18 Ch.10. Economic Analysis of Financial Regulation Moodle
10-2 13/04/18 Appendices 1 and 2 to Ch.10 on Banking Crises Moodle
11-1 17/04/18 Ch.4-10 with Appendices, Web Ch.3. Exam 2
11-2 20/04/18 Ch.12. Financial Crises in Advanced Economies Moodle
12-1 24/04/18 Ch.13. Financial Crises in Emerging Economies Moodle
12-2 27/04/18 No class
13-1 01/05/18 Ch.14. Central Banks: a Global Perspective Moodle
13-2 04/05/18 Ch.15. The Money Supply Process Moodle
14-1 08/05/18 Ch.16. The Tools of Monetary Policy Moodle
14-2 11/05/18 Ch.17. The Conduct of Monetary Policy Moodle
15-1 15/05/18 Ch.4-10, 12-17 with Appendices, Web Ch.3. Exam 3
15-2 18/05/18 SBG presentations Report due

8 Student Learning Outcomes (SLOs)
A student is able to:

Weeks 1-5 1. Use algebra, graphs and verbal reasoning to solve textbook problems on:

(a) the behavior of interest rates
(b) the pricing of bonds
(c) balance sheet mechanics of a commercial bank

Weeks 1-7 2. Present macroeconomic and bank performance indicators using tables and graphs.
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3. Organize those tables and graphs into a dashboard.

Weeks 6-10 4. Use algebra, graphs and verbal reasoning to solve textbook problems on:
(a) the behavior of interest rates
(b) the pricing of bonds, stocks, futures and options

Weeks 11-15 5. Use algebra, graphs and verbal reasoning to solve textbook problems on:
(a) balance sheet mechanics of a commercial bank
(b) balance sheet mechanics of a central bank
(c) the money supply process

6. Explain the anatomy of financial crises in advanced and emerging economies.
7. Use graphs and verbal reasoning to explain the tools and conduct of monetary policy.

Weeks 8-15 8. Use the dashboard to make decisions in the following areas of bank management:

(a) loans (b) deposits (c) capital (d) liquidity (e) risk

9. Explain those decisions in a report.

Appendices
A Dashboard Guidelines
For each area of your responsibility you need to organize relevant information into a dashboard. For an
example of a real dashboard used by New Zealand’s Treasury click here. Few (2006) explains the principles
of effective dashboard design. Much of the material from that book is scattered through various papers
available on the author’s website: this and this paper are particularly informative. In class we will practice
these principles by visualizing Stanford banking game data in Stata.

Dashboard Demonstration Grading Rubric

Dashboard indicators are relevant Yes/Somewhat/No
extensive Yes/Somewhat/No
effectively presented Yes/Somewhat/No

Dashboards cover all areas of responsibility Yes/Somewhat/No
facilitate decision making Yes/Somewhat/No

Demonstration is clear Yes/Somewhat/No
convincing Yes/Somewhat/No

B Report Guidelines
The combined report of all team members over all game periods should have the following structure:

1. Introduction: CEO explains bank’s overall strategy.

2. Weekly contributions:

6

http://www.treasury.govt.nz/economy/stability/dashboard/mar2016/dash-macro-mar16.pdf
http://www.perceptualedge.com/library.php
http://www.perceptualedge.com/articles/Whitepapers/Communicating_Numbers.pdf
http://www.perceptualedge.com/articles/Whitepapers/Common_Pitfalls.pdf


(a) CEO (b) Risk officer (c) Loan officer (d) Deposit Officer

3. Conclusion: CEO reflects on bank’s performance and the success of the chosen strategy.

4. Appendices: Dashboards, scans of filled in Sources and Uses forms, etc.

Each student’s weekly contribution to the report should include the following:

1. reflect on where you are:

(a) what are the main (positive and negative) developments in your area of responsibility?

(b) (risk officer only) what are macroeconomic developments? how will they likely affect the bank?

(c) have the decisions you took in the past achieved their objectives?

2. explain where you want to be:

(a) what objectives do you set for the upcoming period?

(b) are these the same objectives as in the previous period? why or why not?

3. explain how you plan to get there:

(a) what decisions will you make to achieve those objectives?

(b) why do you think these are the right decisions?

Throughout the report, use evidence from your dashboards to justify your decisions.

Report Grading Rubric

Report follows assignment Yes/Somewhat/No
Decisions are justified by evidence Yes/Somewhat/No
Evidence is relevant Yes/Somewhat/No

extensive Yes/Somewhat/No
effectively presented Yes/Somewhat/No

Writing is clear Yes/Somewhat/No
flowing Yes/Somewhat/No
coherent Yes/Somewhat/No
free of error Yes/Somewhat/No

On clear writing, I recommend Chapters 1-6 of Williams (1990) (with a useful summary of those chapters
on p. 109). On why I recommend them, see this review. Short of reading Williams (1990), see six principles
of clear, cohesive and coherent writing on page 12 of A Guide to Writing in Economics.
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