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Instructor:

Daniel Dieckelmann, e-mail: daniel.dieckelmann@fu-berlin.de

Office hours:

Thursday, 4pm — 6pm, and upon request, room 139, JFKI (behind the red library door)

Program:
Bachelor North American Studies, specialization economics

John-F-Kennedy Institute, Free University Berlin

Semester:

winter term 2018 / 2019

Date & Location:

Tuesday, 12pm — 2pm, room 201, JFKI, Lansstr. 7/9

Content:

This undergraduate seminar is on American financial history with a special focus on financial
crises. We will discuss the monetary and financial developments in the United States from
colonial times until today. While during most sessions we will discuss a specific period of time
in American financial history there will also be theory blocks that will introduce us to the
principal economics of money, banking, the theory of financial crises, and modern
macroeconomic developments that emerged after the financial crisis of 2007-08.


mailto:daniel.dieckelmann@fu-berlin.de

The goal of the course is to equip students with a profound and encompassing understanding of
American financial history. The students will learn how modern economic institutions like
paper money, payment systems, or central banks, emerged organically and where the historical
specificities of the United States lie.

Procedures:

The seminar will take place on a weekly basis. The one-and-a-half hour sessions will have two
student presentations of 15 minutes each, followed by 30 minutes of discussion. Active
participation is mandatory, and each student will be required to present a specific topic during
class over the course of the semester. These topics are marked by “presentation” in the syllabus
and require extensive preparation. Students shall summarize the contents of the material and
embed them into the broader historical context. Students are free to choose their presentation
style and are encouraged to discuss their ideas with the instructor. Active (!) participation and
one presentation are sufficient to successfully complete the course on an attendance basis.

Students who wish to take the course on an examination basis further will have to hand in a
paper of 12-15 pages at the end of the semester. Each session is accompanied by a wide range
of exemplary essay question from which the students may choose. The instructor also highly
encourages students to find a topic of individual interest that is related to the content of the
course. The topic of the essay should be different from the topic of the presentation.

In preparation for each session every attending student is required to have read the texts flagged
as “reading” in the syllabus.

Examination:

The final grade will depend on active participation (15%), the quality of the presentation (15%)
and a written paper (12-15 pages) on one of the topics of the course (70%). All details will be
discussed at the first meeting.

Depending on the total number of participants students will further have the opportunity to
prepare a second presentation to gain a bonus (one grade step up) for the grading of the paper.

Active participation:

To pass the course all students are required to attend class and actively participate in the
discussions. Students may miss up to three sessions over the course of the semester.

Presentation:

All students must give a 15-minutes presentation on one of the session’s topics. The

presentation should begin with a general placement of the topic into the historical period and

then present the content of the respective paper(s). The class will use the presentation as an
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input to start a discussion. Students who wish to write an essay and take the course on an
examination basis can present a second paper and gain a bonus for their papers’s grade (one
grade step up).

Paper:

Each session will have specific essay questions from which the students are free to choose.
Students are also encouraged to find an individual topic of interest that is related to the general
topic of the course. In any case should the topic of the essay first be discussed with the
instructor. The essay must be handed in by 31 March 2018 (different deadlines may apply to
exchange students). It should be written in the font Times New Roman, with font size 12pt,1.5
line spacing, and encompass around 12-15 pages.

General literature:

e Mehrling, P. (2014). The Economics of Money and Banking: Lecture notes.

e Mishkin, F. S. (2016). The economics of money, banking and financial markets. 11%"
ed.

e Walton, G. M., & Rockoff, H. (2017). History of the American Economy, 12" ed.

e Russell, S. (1991). The US currency system: a historical perspective. Federal Reserve
Bank of St. Louis Review, 73(5), 34-61.

Supplementary general literature:

e Minsky, H. P. (1986). Stabilizing an unstable economy. McGraw-Hill.
e Reinhart, C., & Rogoff, K. (2008). This Time is Different: A Panoramic View of Eight
Centuries of Financial Crises.

e Kindleberger, C. P., & Aliber, R. Z. (2015). Manias, panics and crashes: a history of
financial crises, 7" ed. Palgrave Macmillan.

e Friedman, M., & Schwartz, A. J. (1963). A Monetary History of the United States,
1867-1960. Princeton University Press.

Schedule:

16/10/2018: Organizational issues and introduction into the topic

e What to expect from the course

e What is expected from the students

e Allocation of the first few presentations
e Introduction to the topic of the course



23/10/2018: THEORY: Money, credit, and banking

Bank's balance sheets, hierarchy and functions of money, fundamentals of payment
systems, liquidity vs. solvency, fundamentals of lending and borrowing
Literature
o Mishkin, F. S. (2016). The economics of money, banking and financial
markets. 11" ed.
o Mehrling, P. (2016). The Economics of Money and Banking. Lecture notes.
Reading: Mishkin (2016), ch. 3, 9.
Presentation 1: Mishkin (2016), ch. 3; Mehrling (2016), ch. 2 (on money)
Presentation 2: Mishkin (2016), ch. 9, pp. 232-247; Mehrling (2016), ch. 4, pp. 22-24
& 28-31 (on banking and balance sheets)
Sample essay questions
o Briefly compare various theories of money of different schools of thought.
o How was money invented? What came first — money or credit? And did money
really emerge from a pure barter economy?
o How does the modern payment system work in detail?
o How do the concepts of liquidity and solvency relate to financial stability? Is
one more important than the other?
o Is Bitcoin money? Are crypto currencies the currency of the future?
o What gives money its value? Relate to the debate on chartalism and metallism.

30/10/2018: Colonial times, revolution, and the new nation

1700-1837
Literature

o Reading & Presentation 1: Russell, S. (1991). The US currency system: a
historical perspective. Federal Reserve Bank of St. Louis Review, 73(5), pp.
43-50 (on the currency system in colonial times and after the revolution)

o Presentation 1: Grubb, F. (2006). Benjamin Franklin and the Birth of a Paper
Money Economy, Federal Reserve Bank of Philadelphia (colonial times)

o Presentation 1: LaHaye L. (2008). Mercantilism. In: Palgrave Macmillan (eds)
The New Palgrave Dictionary of Economics. Palgrave Macmillan, London
(colonial times)

o Presentation 2: Markham, J. W. (2002). A financial history of the United
States: From Christopher Columbus to the robber barons: (1492 - 1900) Vol. I,
ch. 1.5 (revolutionary finance)

o Presentation 2: Walton, G. M., & Rockoff, H. (2017). History of the American
Economy, 12" ed., p. 201-215 (bimetallic standard, 1% and 2" Bank of the
United States)

Sample essay questions

o How well does the quantity theory of money apply to the paper money of the

American colonies and to American war finance during the revolution?




o How do current discussions about monetary policy and trade imbalances
resemble mercantilist economic thinking?

06/11/2018: NO CLASS

13/11/2018: Free banking and the Civil War

e 1837-1862, includes crises of 1837 and 1857
e Literature

o Reading & Presentation 1: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed, p. 216-220 (banking system, crises of 1837
and 1857)

o Presentation 1: Sanches, D. R. (2016). The Free-Banking Era: A Lesson for
Today? Economic Insights, Federal Reserve Bank of Philadelphia, vol. 1(3),
pp. 9-14, Q3 (free banking)

o Presentation 1: Rolnick, A. J.; Smith, B. D., & Weber, W. E. (2000). The
Suffolk Bank and the Panic of 1837. Quarterly Review. Federal Reserve Bank
of Minneapolis, issue Spring, pp. 3-6. (panic of 1837 and Suffolk Banking
System)

o Presentation 2: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, Ch. 3, pp. 15-18 (act 1, union Civil War finance)

o Presentation 2: Ferguson, N. (2008). The Ascent of Money: A Financial
History of the World. The Penguin Press, pp. 92-97 (confederate Civil War
finance)

o Presentation 2: Russell, S. (1991). The US currency system: a historical
perspective. Federal Reserve Bank of St. Louis Review, 73(5), pp. 55-57 (last
two paragraphs on p. 55 and only first paragraph on p. 57, on Greenbacks).

e Sample essay questions

o What elements of the monetary system of the Greenback era survived into
modern times and marked a fundamental change in U.S. financial history?

o Could the Confederation have won the war if had been able to attract more
international funding?

o Describe, analyze, and compare the crises of 1837 and 1857.

20/11/2018: The National Banking Acts, the Gilded Age, & the Classical Gold Standard

e 1863-1900, included crises of 1873 and 1893
e Literature
o Reading & Presentation 1: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed, ch. 19., pp. 340-357.
o Presentation 1: Markham, J. W. (2002). A financial history of the United
States: From Christopher Columbus to the robber barons: (1492 - 1900) Vol. I,

pp. 379-383 (wrap-up 19" century)
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Presentation 1: Bordo, M. (2018). Gold Standard. The Library of Economics
and Liberty. Retrieved from
https://www.econlib.org/library/Enc/GoldStandard.html (on Gold Standard)
Presentation 2: Russell, S. (1991). The US currency system: a historical
perspective. Federal Reserve Bank of St. Louis Review, 73(5), pp. 57-58 (from
second paragraph on p. 57 until end of section on p. 58, on the National
Banking System).

Presentation 2: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, Ch. 3, pp. 18-19 (act 2), &
https://www.youtube.com/watch?v=79yyycP2PAl (on National Banking
System & banking crises)

Presentation 2: Richardson, G., & Sablik, T. (2015). Banking Panics of the
Gilded Age. Federal Reserve History, Federal Reserve Bank of Richmond.
Retrieved from
https://www.federalreservehistory.org/essays/banking_panics_of the gilded a
ge (banking crises)

e Sample essay questions

o

o O O O O

What were the benefits and costs of the gold standard system?

How did monetary policy look like under the gold standard?

The two waves of financial globalization: compare 1880-1913 and 1970-2012.
What were the main causes of banking panics in the US during 1863-1913?
Describe and analyze the financial crises of 1873 and 1893.

What does history teach us about the usefulness and right size of reserve
requirements?

27/11/2018: THEORY : Financial crises

e Literature

o

Reading & Presentation 2: Mishkin, F. S. (2016). The economics of money,
banking and financial markets. 11" ed., p. 213 & pp. 313-317 (on asymmetric
information and financial crises)

Presentation 2: Kindleberger, C. P. (2015), Manias, Panics and Crashes. A
History of Financial Crises, 7" ed., New York: Macmillan, ch. 2: “Anatomy of
a Typical Crisis”, pp. 38-52. (on Minsky)

Presentation 1: Claessens, S., & Kose, M. A. (2013). Financial Crises:
Explanations, Types, and Implications. In: Claessens, S. Kose, M. A., Laeven,
L, & Valencia, F. (eds.), Financial Crises: Causes, Consequences, and Policy
Responses. International monetary Fund, pp. 3-41 & p. 45 (on financial crises
in general)

e Sample essay questions

©)

What are the causes and consequences of currency crises? What policy
measures help to prevent or mitigate them?

What are the causes and consequences of public debt crises? What policy
measures help to prevent or mitigate them?
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o How have financial crises changed over the course of American financial
history? And what remained the same?

o What distinguishes Minsky's financial instability hypothesis from other
theories of financial crises?

04/12/2018: The panic of 1907 and the founding of the FED

e 1900-1913, includes crisis of 1907
e Literature

o Reading: Walton, G. M., & Rockoff, H. (2017). History of the American
Economy, 12" ed., ch. 19., pp. 358-359.

o Presentation 1: Moen, J., & Tallman, E. (1990). Lessons from the Panic of
1907, Federal Reserve Bank of Atlanta Economic Review, 75 (May/June
1990), pp. 2-4, & pp. 7-13.

o Presentation 1: Weidenmier, M., & Odell, K. (2004). Real Shock, Monetary
Aftershock: The 1906 San Francisco Earthquake and the Panic of 1907,
Journal of Economic History, 64 (4), pp. 1002-1027.

o Presentation 2: Wheelock, D. C. (2013). The Fed’s formative years, Federal
Reserve History, Federal Reserve Bank of Richmond. Retrieved from
https://www.federalreservehistory.org/essays/feds_formative_ years, pp. 1-2

o Presentation 2: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, Ch. 3, pp. 20-21 (act 3)

o Presentation 2: Gorton, G. (1985). Clearinghouses and the Origins of Central
Banking in the United States. The Journal of Economic History, 45 (2), pp.
277-84.

o Presentation 2 (supplementary): Johnson, R. T. (2010). Historical beginnings:
The Federal Reserve. Boston, MA: Federal Reserve Bank of Boston, pp. 12-57

e Sample essay questions

o How did the payment system work before the founding of the FED?

o How does the history of central banking in the UK differ from the one in the
US? What are the reasons for the divergent development?

11/12/2018: World War | and the roaring twenties

e 1914-1928
e Literature
o Reading & Presentation 1: Lozada, C. (2005). The Economics of World War I,
NBER Digest, January 2005. National Bureau of Economic Research, pp. 3-4,
retrieved from http://www.nber.org/digest/jan05/w10580.html.
o Presentation 1: Walton, G. M., & Rockoff, H. (2017). History of the American
Economy, 121 ed., ch. 21, pp. 384-388 & pp. 396-397 (on World War 1)
o Presentation 1: Wheelock, D. C. (2013). The Fed’s formative years, Federal
Reserve History, Federal Reserve Bank of Richmond. Retrieved from
https://www.federalreservehistory.org/essays/feds_formative_years, pp. 2-5
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©)

Presentation 1: Davies, P. (2013). Federal Reserve’s role during WWI, Federal
Reserve History, Federal Reserve Bank of Richmond. Retrieved from
https://www.federalreservehistory.org/essays/feds_role_during_wwi.

Reading & Presentation 2: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed., ch. 22, pp. 398-402, & pp. 411-420 (on the
roaring twenties)

Presentation 2 & THEORY: Mishkin, F. S. (2016). The economics of money,
banking and financial markets. 11" ed., ch. 7, pp. 186-204, & ch. 17, pp. 453-
454 (on stock markets and bubbles)

e Sample essay questions

©)

(@]

Compare various theories of asset price bubbles. How do they apply to the
stock market?

How could an economically so interconnected world plunge into war? Who,
financially speaking, where the winners and losers of the war, both in the U.S.,
and internationally?

What was the contribution of consumer finance to the stock market and credit
boom of the roaring twenties?

18/12/2018: The stock market crash of 1929, the Great Depression, and the new Deal

e 1929-1938, includes crisis of 1929-1933
e Literature

o

Reading & Presentation 1: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed., ch. 23 (on the stock market crash and the
Great Depression), & ch. 24 pp. 444-451 (on the New Deal).

Presentation 1: White, E. N. (1990). The Stock Market Boom and Crash of
1929 Revisited. Journal of Economic Perspectives, 4 (2), pp. 67-83.
Supplementary to presentation 1: Eichengreen, B., & Mitchener, K. (2004).
The Great Depression as a Credit Boom Gone Wrong. Research in Economic
History, 22.

Presentation 2: Parker, R. E. (2002). Chapter 1: An Overview of the Great
Depression. In: Reflections on the Great Depression. Edward Elgar Publishing,
pp. 10-20 (on theories of the causes of the Great Depression).

Presentation 2: Bernanke, B.S. (1993). The world on a cross of gold: Review
of ‘Golden fetters: The gold standard and the great depression, 1919-1939°.
Journal of Monetary Economics, 31, pp. 251-267 (on the gold-standard view).
Presentation 2: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, Ch. 14, pp. 101-102 (act 1).

Presentation 2: THEORY': Fisher, 1. (1933). The Debt-Deflation Theory of
Great Depressions. Econometrica, 1(4), pp. 337-357.

e Sample essay question

©)
©)

What are the common theories that explain the Great Depression?
What was the FED's role in the Great Depression? What could it have done

better from a modern point of view?
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o How does Minsky’s financial instability hypothesis apply to the crises of 1929-
1933?

o How does Irving Fisher’s theory of debt-deflation relate to the Great
Depression? Also apply his theory to the Great Recession.

o Discuss the separation of commercial and investment banking of the Glass-
Steagall act. Apply the proposition to the present banking system. Develop
arguments in support and against a renewal of Glass-Stegall.

25/12/2018: CHRISTMAS BREAK

01/01/2019: CHRISTMAS BREAK

08/01/2018: World War 1l and Bretton Woods

e 1939-1971
e Literature

o Reading & Presentation 1: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed., ch. 25, pp. 466-467, & 473-475, & 484-486
& ch. 28, pp. 518-523 (on WWII and Keynesianism)

o Presentation 1: Romero, J. (2013). The Treasury-Fed Accord. Federal Reserve
History, Federal Reserve Bank of Richmond. Retrieved from
https://www.federalreservehistory.org/essays/treasury fed accord.

o Presentation 2: THEORY: Krugman, P. R., Obstfeld, M., & Melitz, M. (2012).
International Economics: Theory & Policy. 9" ed., Pearson, ch. 13 (on balance
of payments)

o Presentation 2: THEORY: Krugman, P. R., Obstfeld, M., & Melitz, M. (2012).
International Economics: Theory & Policy. 9" ed., Pearson, ch. 19., pp. 504-
510, & 518-521 (on international monetary systems).

o Reading & Presentation 3: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed., ch. 28, pp. 524-526 (on Bretton Woods)

o Presentation 3: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, ch. 14, pp. 102-104 (act 2).

o Presentation 3: Bordo, M. (2017). The operation and demise of the Bretton
Woods system: 1958 to 1971. Voxeu CEPR Policy Portal. Retrieved from:
https://voxeu.org/article/operation-and-demise-bretton-woods-system.

o Presentation 3: Ghizoni, S. K. (2013). Nixon Ends Convertibility of US
Dollars to Gold and Announces Wage/Price Controls. Federal Reserve History,
Federal Reserve Bank of Richmond. Retrieved from:
https://www.federalreservehistory.org/essays/gold_convertibility ends.

o Presentation 3: Hetzel, R. L. (2013). Launch of the Bretton Woods System.
Federal Reserve History, Federal Reserve Bank of Richmond. Retrieved from:
https://www.federalreservehistory.org/essays/bretton_woods_launched.
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o

Supplement to presentation 3: Eichengreen, B. (1993). Epilogue: Three
Perspectives on the Bretton Woods System. In: Bordo, M. D. and Eichengreen,
B. (eds.), A Retrospective on the Bretton Woods System: Lessons for
International Monetary Reform. University of Chicago Press, pp. 621-650

e Sample essay questions

(@]

How did the Bretton Woods system address the failures of the interwar gold
standard? Was it successful?

What elements of the Bretton Woods system survived into present times?
Discuss the various proposals for a new international monetary order that were
brought forth at the Bretton Woods conference.

15/01/2019: The Great Inflation, derequlation, and financialization

e 1972-2000, includes savings and loans crisis of 1984-1990s
e Literature

o

Presentation 1: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, Ch. 14, pp. 104-105 (act 3)

Presentation 1: THEORY : Feenstra, R. C., & Taylor, A. M. (2012).
International Economics. Worth Palgrave Macmillan. 2" ed., ch. 15, & pp.
454-455, & p. 501 (on exchange rates in the short and in the long run).,
Reading & Presentation 2: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12t ed., ch. 28., pp. 526-534

Presentation 2: Bryan, M. (2013). The Great Inflation. Federal Reserve
History, Federal Reserve Bank of Richmond. Retrieved from:
https://www.federalreservehistory.org/essays/great_inflation.

Presentation 2: Lansing, K. J. (2000). Exploring the causes of the Great
Inflation. FRBSF Economic Letters, 21, Federal Reserve Bank of San
Francisco. Retrieved from: https://www.frbsf.org/economic-
research/publications/economic-letter/2000/july/exploring-the-causes-of-the-
great-inflation/.

Presentation 2: Medley, B. (2013). Volcker's Announcement of Anti-Inflation
Measures. Federal Reserve History, Federal Reserve Bank of Richmond.
Retrieved from:
https://www.federalreservehistory.org/essays/anti_inflation_measures.
Presentation 3: Sherman, M. (2009). A Short History of Financial Deregulation
in the United States. Center for Economic and Policy Research Report.
Retrieved from http://cepr.net/publications/reports/a-short-history-of-financial-
dereqgulation-in-the-united-states, pp. 1-10.

Presentation 3: Bernhardt, D., & Eckblad, M. (2013). The Stock Market Crash
of 1987. Federal Reserve History, Federal Reserve Bank of Richmond.
Retrieved from:

https://www.federalreservehistory.org/essays/stock_market crash_of 1987.
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©)

Presentation 3: Mishkin, F. S. (2016). The economics of money, banking and
financial markets. 11" ed., ch. 10 web appendix 1 (on the 1980s Savings and
Loan Crisis)

Presentation 3: Ely, Bert (2008). Savings and Loan Crisis. In: David R.
Henderson (ed.). Concise Encyclopedia of Economics (2nd ed.). Indianapolis:
Library of Economics and Liberty. Retrieved from:
https://www.econlib.org/library/Enc/SavingsandLoanCrisis.html.

e Sample essay questions

©)

What were the causes of the Great Inflation? Discuss the various theories in the
literature. Which one do you find most convincing? And why?

Explain monetarism and relate its rise to the monetary developments during the
Great Inflation.

Analyze the Savings and Loans crisis. Which theories of financial crises can be
used to explain it?

Does the Unites States today need a new Treasury-FED-accord?

22/01/2019: The Great Moderation and the Dotcom bubble

e 2001-2006
e Literature

o

Reading & Presentation 1: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed., ch. 28., pp. 534-536
Presentation 1: Bean, C. (2010). The Great Moderation, the Great Panic, and
the Great Contraction, Journal of the European Economic Association, 8 (2-3),
pp. 289-301 (only sections 1-3).
Presentation 1: Hakkio, C. S. (2013). The Great Moderation. Federal Reserve
History, Federal Reserve Bank of Richmond. Retrieved from:
https://www.federalreservehistory.org/essays/great_moderation.
Reading & Presentation 2: Walton, G. M., & Rockoff, H. (2017). History of
the American Economy, 12" ed., ch. 27, pp. 514-516 (on housing).
Presentation 2: Sherman, M. (2009). A Short History of Financial Deregulation
in the United States. Center for Economic and Policy Research Report.
Retrieved from http://cepr.net/publications/reports/a-short-history-of-financial-
deregulation-in-the-united-states, pp. 10-13
Presentation 2: Shiller, R. J. (2015). Irrational Exuberance, Princeton
University Press, 3" ed., ch. 1 pp. 1-10, & ch. 4., pp. 39-62.
THEORY': How to write a term paper?
= Reading: Mascarenhas, R., & Crouter, J. (2008). A Concise Guide to
Writing Economics Term Papers. Whitman College. Retrieved from:
https://www.whitman.edu/Documents/Academics/Economics/Crouter/
Mascarenhas%20and%20Crouter,%20Guide%20t0%20Writing%20Ec
onomics%20Term%20Papers.pdf (ignore the formatting rules).
= Reading: Neugeboren, R., & Jacobson, M. (2005). Writing Economics.
The Harvard Writing Project, pp. 21-37. Retrieved from:
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https://writingproject.fas.harvard.edu/files/hwp/files/writingeconomics.
pdf (includes quoting and formatting rules).

e Sample essay questions

©)

What caused the Dotcom Bubble? Use theories of financial crises and asset
bubbles to explain why it did not result in a systemic banking crisis.
Compare the Great Moderation to the Roaring Twenties. Where do you see
similarities and differences?

Was the Fed to blame for the housing price bubble that led to the Global
Financial Crisis of 2007-09?

29/01/2019: The subprime bubble and the Global Financial Crisis of 2007-09

e 2007-2009
e Literature

o

Reading: Walton, G. M., & Rockoff, H. (2017). History of the American
Economy, 12" ed., ch. 28, pp. 536-539.

Reading & Presentation 1: Mishkin, F. S. (2016). The economics of money,
banking and financial markets. 11" ed., ch. 12, pp. 320-337

Presentation 1: Mishkin, F. S. (2011). Over the Cliff: From the Subprime to the
Global Financial Crisis. Journal of Economic Perspectives, 25 (1), pp. 49-70.
Presentation 1: Sherman, M. (2009). A Short History of Financial Deregulation
in the United States. Center for Economic and Policy Research Report.
Retrieved from http://cepr.net/publications/reports/a-short-history-of-financial-
derequlation-in-the-united-states, pp. 13-15

Presentation 2: Bezemer, D. (2009). No one saw this coming. MPRA Working
Paper No. 15892, pp. 1-11, & p. 51 (sections 1-3, on those who predicted the
crisis).

Presentation 2: Bean, C. (2010). The Great Moderation, the Great Panic, and
the Great Contraction, Journal of the European Economic Association, 8 (2-3),
pp. 318-321 (only section 7, lessons for economics).

Presentation 2: Colander, D., Howitt, P., Kirman, A., Leijonhufvud, A., &
Mehrling, P. (2008). Beyond DSGE Models: Toward an Empirically Based
Macroeconomics. American Economic Review, 98 (2), pp. 236-240 (on the
future of economics)

e Sample essay questions

©)

o

Compare the financial and banking systems of the U.S. and Canada. Why is
Canada’s system more stable and how did Canada prevent being hit from the
crisis in 2007-09?

Compare the Global Financial Crisis of 2007-09 to the U.S. financial panic of
1893.

Analyze the Global Financial Crisis of 2007-09. What were its causes? Why did
(almost) no one see it coming? Relate to the macroeconomic thinking of the
time?
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o Explain how the Global Financial Crisis of 2007-09 spread across the globe.
How were some countries that did neither exhibit over-indebtedness nor a real
estate bubble still affected?

o Which economies were not affected by the Global Financial Crisis of 2007-09
and why?

05/02/2019: THEORY : The Federal Reserve today, financial cycles, and balance-sheet
recessions

e Literature

o Reading: The Federal Reserve Bank of Richmond (2012). The Federal Reserve
Today, online publication, 16" ed., pp. 1-30. Retrieved from:
https://www.richmondfed.org/-
/media/richmondfedorg/publications/education/federal_reserve today/frtoday.
pdf.

o Presentation 1: Mishkin, F. S. (2016). The economics of money, banking and
financial markets. 11" ed., ch. 14, pp. 360-368, & ch. 15, pp. 386-392 (on the
modern Fed), & ch. 17, pp. 460-463 (on the Taylor rule).

o Presentation 2: Mishkin, F. S. (2016). The economics of money, banking and
financial markets. 11" ed., ch. 16, pp. 411-431 (on monetary policy tools),

o Presentation 2: Mehrling, P. (2016). The Economics of Money and Banking.
Lecture notes, ch. 6, pp. 37-41 (especially p. 41).

o Presentation 3: Borio, C. (2014). The financial cycle and macroeconomics:
What have we learnt? Journal of Banking and Finance, 45 (1), pp. 182-198.

o Presentation 3: Koo, R. (2014). Balance sheet recession is the reason for
‘secular stagnation’. Voxeu CEPR Policy Portal. Retrieved from:
https://voxeu.org/article/balance-sheet-recession-reason-secular-stagnation.

e Sample essay questions

o Discuss whether central banks should try to hinder the build-up of asset
bubbles.

o Describe how macroeconomics has changed after the recent crisis. Do you
think a change was necessary? And if so, do you think it has changed
sufficiently?

o Relate the modern empirical concept of the financial cycle to Minsky’s
financial instability hypothesis.

o Compare the institutional structure and monetary policy tools of the Federal
Reserve with the European Central Bank.

o Debate whether central banks should be independent. And if yes, how much?

12/02/2019: Current challenges and learning from history: populism, deleveraging,
guantitative easing and predicting crises

e 2010-2019
e Literature
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https://www.richmondfed.org/-/media/richmondfedorg/publications/education/federal_reserve_today/frtoday.pdf
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Reading & Presentation 1: Borio, C. (2016). Revisiting three intellectual pillars
of monetary policy. Cato Journal, 36 (2), 213-238.

Presentation 1: Bordo, M. D., & Meissner, C. M. (2015). Growing up to
Stability? Financial Globalization, Financial Development and Financial
Crises. NBER Working Paper No. 21287, pp. 14-51.

Presentation 2: Paul, J. M. (2017). The Unintended Consequences of
Quantitative Easing. Bloomberg Opinion. Retrieved from:
https://www.bloomberg.com/opinion/articles/2017-08-22/the-unintended-
consequences-of-quantitative-easing.

Presentation 2: Funke, M., Schularick, M., & Trebesch, C. (2016). Going to
extremes: Politics after financial crises, 1870-2014. European Economic
Review, 88, pp. 227-260.

Presentation 3: Schularick, M., & Taylor, A. M. (2012). Credit Booms Gone
Bust: Monetary Policy, Leverage Cycles and Financial Crises, 1870-2008.
American Economic Review, 102 (2), pp. 1029-1061.

Presentation 3: Jorda, O., Schularick, M., & Taylor, A. (2015). Betting the
house: Monetary policy, mortgage booms and housing prices. Voxeu CEPR
Policy Portal. Retrieved from: https://voxeu.org/article/monetary-policy-and-
housing-prices-lessons-140-years-data.

Presentation 4: Reinhart, C. M. & Rogoff, K. S. (2015). Financial and
Sovereign Debt Crises: Some Lessons Learned and Those Forgotten. Journal
of Banking and Financial Economics, 2 (4), pp. 5-17.

Presentation 4: Tallman, E., & Wicker, E. (2010). Banking and Financial
Crises in United States History: What Guidance Can History Offer
Policymakers? Federal Reserve Bank of Cleveland Working Paper, 10-09.

e Sample essay question

o

©)
©)
@)

O

o O O O

How could the next financial crisis look like?

Use financial history to assess the long-term effects of quantitative easing.
Does the U.S. need to deleverage? Why? Why not?

When and how often do deleveragings occur? What does the financial history
of the United States tell us?

Do you think we should reform our monetary and/or banking system? Discuss
and compare reform proposals.

Do you think we are observing another high-tech bubble? Why? Or, why not?
What is the real cause for the persistent low interest rates around the globe?
Are current account deficits really debts that a nation must repay?

What regulatory changes have been made in response to the recent financial
crisis? How do you evaluate their effectiveness?

What are historically the political and societal consequences of financial
crises?

How can financial history help us to better understand financial instability?
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