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Course Objectives

The search monetary models are used to explain how money emerges, how it becomes
valuable, and other related questions. These models have been widely employed to study
many significant issues in monetary economics. Traditional macroeconomic monetary
models often assume that money brings utility to individuals and directly incorporate
money into the utility function, or they assume that transactions necessarily involve
the use of money and adopt a "cash-in-advance constraint,”" among other assumptions.
While these models have been successful in addressing many macroeconomic issues, 1f
our concern lies in questions such as why money holds value, under what circumstances
people use money or credit for transactions, which asset individuals choose as a
medium of exchange when multiple assets exist, how individuals’ decisions and asset
characteristics influence liquidity differences between assets, and which currency
becomes international currency, we cannot make a priori assumptions about the use of
money. Furthermore, making assumptions about the use of money or assets inevitably
faces the problems highlighted by the Lucas critique when conducting policy analysis.
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A |Mathematical analysis skills: Mastering in advanced application ®
of mathematical theories and game theory in analyzing economic
1ssues
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Empirical analysis skills: Mastering in advanced application of
statistics and econometrics in data collection and examination
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C [Microeconomic perspective: Thorough understanding of advanced O
microeconomic theories and relevant application
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macroeconomic theories and relevant application
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E |Employment opportunities: capabilities of working on important o
policy and decision challenges in business and government
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F |Communication skills: Having a clear mind and profound ability O
in presenting advanced professional academic research
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Course Outline

Existence and essentiality of fiat money Why would intrinsically worthless money have
value,
or more generally, how can asset prices differ from “fundamental” values? How can
fiat money
improve the efficiency of resource allocations?

Return dominance Why is money dominated in the rate of return by other assets and, in
particular, by government issued nominal bonds?

Optimal monetary policy What is the optimal inflation rate?

Money, credit, banking, and payments systems How does credit work absent commitment?
How
can credit and money coexist? What is the role of assets in credit arrangements? What
are the
roles of intermediation, and of inside and outside money? How do people’ s beliefs and
intrinsic
properties of assets affect the liquidity differentials among assets?

International monetary arrangements What determines the currency regime? What
determines
the nominal exchange rate between currencies? What are policy implications in an
international
currency regime?
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Resources Required (e.g. qualifications and expertise, instrument and equipment, etc.)
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