UNIVERSITY OF ESSEX



DEPARTMENT OF ECONOMICS

Dr. Tianxi Wang






                     
A New Perspective of Banking
Module Outline and Reading List

Module Description:

In this module Dr Wang examines banking focusing on one of its main functions, namely banks issuing and circulating their liabilities as a means of payment. He will consider its implications on bank liquidity, central banking, and if time allows, banking networks. The most of the materials that will be presented is based on his own research. 
Lectures and Assessment:

The module will consist of TWELF hours of lectures. Students may complete an essay based on which they are assessed. 
Module Content and Reading List:
Part A: Theories of Money

The main schools of theory about how fiat money helps real economic activities

Reading list:

· Paul A. Samuelson, “An Exact Consumption-Loan Model of Interest with or without the Social Contrivance of Money,” Journal of Political Economy, Vol. 66, No. 6 (Dec., 1958), pp. 467-482.
· Nobuhiro Kiyotaki and Randall Wright, 1989, “On Money as a Medium of Exchange”, Journal of Political Economy, Vol. 97, No. 4 (Aug., 1989), pp. 927-954.
· Nobuhiro Kiyotaki and John Moore, 2001, Clarendon lectures. http://www.princeton.edu/~kiyotaki/. 
Part B: Bank Liquidity

Banks’ privilege that their IOU is accepted as means of payment bears important implications on bank liquidity. 

Reading list: 
· Diamond, D. and P. Dybvig (1983), “Bank Runs, Deposit Insurance, and Liquidity,” Journal of Political Economy, 91(3), 401–419.
· Morrison, Alan and Tianxi Wang (2017), “A New Approach to Bank Liquidity,” mimeo. 

Part C: Central Banking

Banks’ privilege that their IOU is accepted as means of payment bears important implications on central banking.
Reading List: 
· Wang, T. (2015), “Money Creation by Banks and Central Banking,” mimeo. 
· Gertler, M. and Karadi, P (2011), "A model of unconventional monetary policy," Journal of Monetary Economics, 58, 17-34.
Part D: Banking Networks

Banks’ privilege that their IOU is accepted as means of payment bears important implications on banking networks.
· Allen, F. and D. Gale (2000), “Financial Contagion”, Journal of Political Economy, 108, 1 – 33.
· Wang, T. (2017), “Too Connected to Fail, the Systemic Risk, and Capital Surcharge”, mimeo.
Exam Projects:

1. Investigate the businesses of Shanxi Piaohao (山西票号) in relation to the following questions: How much premium did their notes (i.e. 银票) command? Did they create money? If they did, in which scale and what is the effect of this operation on the interest rate on loans at that time? 
2. Investigate about the good bank/bad bank operation by Premier Zhu Rongji in 1999, which established four big Asset Management Companies (AMC) to take over RMB 1400 billion bad loans respectively from four big state-owned banks. Especially, try to answer the following questions. What is the effect of this operation on the banks’ profitability and lending activity, and on the economy in general? Evaluated now, did the tax payers gain or lose from the operation?    
3. Compare between three monetary regimes: the gold (or silver) standard, fiat money, and electronic money (such as bitcoin), trying to use real data as evidence for your argument. 
