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	Lecturer: Prof. Burak Saltoglu 
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	Term: Spring 2007


Intended for: 3rd Year Undergraduate Students
Teaching Assistant: Duygu Avcı (duygu.avci@gmail.com)
Required Background: Students intending to take this course are required to take intermediate micro and macro courses. 
Aim: The aim of this course is to present the new developments in the field money, banking and financial institutions. We will give many examples from the Turkish banking and finance practice as it is rather different than that of US system where our textbook is based on. 

Lecturing: There will be 3 hours lectures and some computer applications and some presentation. 

Main textbook: 
F.,S., Mishkin, (2006), The Economics of Money, Banking, and Financial Markets, Wesley

J
Other textbooks: 

J Hull (2006), ., Hull, Options, (2006), Futures, Options and other Derivatives, 6th edition.

F. Fabozzi (1997), Fixed Income Mathematics, Mc Graw Hill.

There will be some additional handouts and papers to be distributed throughout the term.

Marking: There will be a term paper which is expected to be handed in at the last day of lectures, a midterm and a final.

Evaluation:  Computer and other assignments, a written Midterm and a final exam. The composition is as follows:                                    
               25% Midterm
               20% Term Paper

 
      55% Final

Topics to be covered:

Week 1:   Introduction to Financial Systems, Financial Institutions and Intermediation: M (1,2,3) 
Lecture Notes 1

Lecture Notes 2

Lecture Notes 3



HYPERLINK "F:\\ec334_turkey.ppt"

Lecture Notes 4 (Turkish Financial Markets)


Week 2: Interest Rate Markets (PV, FV, Spot Rates, Forward Rates, Duration Convexity etc)





(M 4, Fabozzi, Hull(2006).

Week 3:  Term Structure of Interest Rates: What drives the yield Curve (M 5,6, Fabozzi, Lecture Notes)  

Week 4:     Stock Market, Market Efficiency (M 7)

Week 5:     Introduction to Derivative Products and Valuation (Forwards, Swaps and Futures, Hull).

Week 6:     Introduction to Option Markets and Pricing (Hull) 
Midterm 

Week  8:    Banking Regulation and Supervision (BASEL II)  (M 11)
Week 9:     Asset and Liability Management in Banking (Additional notes and M 9-10)
Week 10:  Demand for Money (M 19). 
Week 11: Monetary Policy, Central Banking, Open Market Operation (M 18)
Week 12: Final remarks and 
Final

Term Paper Topics.

Students are asked to prepare a short term paper on various topics on Risk Measurement and Money and Banking. Term papers will be a serious survey of recent developments of risk management. In each term paper you are asked to review some issues on risk management, banking and monetary theory. 

Length of the term papers

Term papers should be 20 to 25 pages long (Double space with font size of 12). The references and abstract and conclusion should follow the style of some academic papers you will be reading. You will review other people’s work but by your own wording and sentences. 

Assessment: Major marks will be given for papers proving clear understanding of topic selected. References used in the paper should be clearly stated. Failing to do so will negatively affect the marks that can be attained.

Reference Sources: More specific sources on each of these topics will distributed to the students later in the course.

Some Term Paper Topics

1. Discuss the sovereign credit risk and measurement of country credit risks

2. Discuss the uniform market risk measurement methods of Value at Risk (VaR) and their effectiveness in the banking industry.

3. Importance of Asset Liability Management within the context of bank management.

4. Developments in Credit Risk Management and Measurement in the context of banking.

5. New Challenges for the Turkish banking sector: Risk Based Regulation and the function of BDDK (Banking Supervisory and Regulatory Authority). 

6. What are the challenges of Hedge funds in the context of banking supervision and regulation.

7. Is BASEL II a challenge or an opportunity for the Turkish banking sector?

8. The impact of foreign direct investments on the Turkish banking sector as an emerging economy.

9. Recent developments on Risk Based Banking Supervision: CAMELOS and other recent methods. 

10. Discuss the recent developments in the field or operational risk for the banking sector.

11. Obstacles and opportunities in using derivative products in Turkey.

12. How to estimate the demand for money in Turkey.

13. Discuss the future of banking regulation in emerging markets.

14. Discuss the methods of performance measurement and Fund Transfer Pricing in banking.

15. Discuss the effectiveness of monetary policy tools under the very low interest rate environments (Why the interest rates in Japan are zero?)
16. Discuss the link between the currency and banking crises.
