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1. Learning goals 
This course enables its participants to understand the economic organisation & architecture of financial systems – comprising of financial intermediaries, markets and market infrastructures; besides its dynamics in this ever changing innovation-driven era of globalization. Therefore main focus will remain on the following areas;
· Understanding the design of national & global financial system and their interface.  

· Scrutinizing the drivers affecting the organisation & design of financial systems.
· Elucidating the role of the different actors of the financial system and their interaction.
· Illuminating; how technology and innovations are reshaping the global financial system. 

· Analysing the impact of financial liberalization & globalization of capital flows on the design of financial systems?
· Anticipating the impact of international financial crisis on world economy.
2. Learning outcomes 
 After attending this course, participants will have a clear understanding and analytical skills to evaluate any economic activity/ decision with respect to the national and global financial markets. Further they will be capable of anticipating the effects of different policy/ technology changes on the performance of financial systems or vice versa. 
3. Course contents  
A. Organisation of the Financial Systems

· Session 1.  Does Financial System matters?  An Introduction.
· An overview of national and global financial systems & their typology.
· Exercises: traditional economic thinking and financial dynamics

· Session 2. Regulators

· Case study: Regulation – the Enron case & Sarbanes-Oxley

· Session 3. Central banks

· Case study: monetary policy and reserve management 

· Session 4. Development banks

· Case study: structured products 

· Session 5. Debt managers

· Case study: Cost @ risk

· Session 6. Asset (& Liability) managers + Alternative investors
· Case study: portable alpha or Case study: convertible arbitrage
· Introduction to Hedge funds
· Session 7. Corporate treasurers
· Case study: cash pooling 

· Seminar “ Recent global financial crisis; reasons & aftermath”
         B. Dynamics of the Financial Systems 

· Session 8. Financial dynamics as an innovation spiral

· Case study: carbon finance

· Session 9. Technological innovation and Financial System.
· Case study:  credit derivatives
· Session 10. Financial innovation, Technology and Challenges
·  Seminar “Venture Capital; new financial intermediation”

· Wrap Up and Conclusions
4. Prerequisites                   
Clear understanding of the basic concepts of “Economics” and “Finance”.  
5. Lectures / Readings
All these articles are included in the “Course Folder” besides photocopies of few chapters from the books will be provided later during the sessions. The Articles marked as * are crucial for passing the course. 

Session 1) Financial System Architecture
*O. Emre Ergungor ( 2008). “Financial system structure and economic growth: Structure matters” International Review of Economics and Finance 17, 292–305.
*Ross Levine (1997): "Financial development and economic growth: Views and Agenda," 

Journal of Economic Literature, Vol. XXXV, June, pp.688-726.

*Levine, R. (2002). “Bank-Based or Market-Based Financial Systems: Which is Better?” Journal of Financial Intermediation 11, 398–428.
*Hall, R.E. (2001). “Struggling to Understand the Stock Market.” American Economic Review Papers and Proceedings 91, 1–11
Solomon, T. (2000). “ Financial Architecture and Economic Performance: International Evidence”. Journal of Financial Intermediation 11, 429–454 
King, R.G. and Levine, R. (1993). “Finance, Entrepreneurship, and Growth: Theory and Evidence.” Journal of Monetary Economics 32, 513–542.
World Development Report (1989): “Financial Systems and Development”. Read the two pages at the beginning of “Chapter 4 Financial sector issues in developing countries” 
Merton, R.C. (1990). “The Financial System and Economic Performance.” Journal of Financial Services Research 4, 263–300
Session 2.) Regulators
*Hossein J. et al (2007). “The Impact of Regulation on Economic Growth in Developing Countries: A Cross-Country Analysis” World Development Vol. 35, No. 1, pp. 87–103. 
*Bert Scholtens ( 2000). “Financial regulation and financial system architecture in Central Europe.”

Journal of Banking & Finance 24,   525—553
*O. Emre, E. (2004) , “ Market-vs. Bank-Based Financial Systems: Do Rights and Regulations Really Matter ?” Journal of Banking & Finance, 28 (12), 2869—2887. 

*Draghi, M., Giavazzi, F., and Merton, R.C. (2003). Transparency, Risk Management and International Financial Fragility, Vol. 4, Geneva Reports on the World Economy, International Center for Monetary and Banking Studies.
Gilson, R.J. and Kraakman, R. (2003). “The Mechanisms of Market Efficiency Twenty Years Later: The Hindsight Bias.” Columbia Law Economics Working Paper No. 240 (October).

Diamond, D.W. and Dybvig, P. (1986). “Banking Theory, Deposit Insurance, and Bank Regulation.” Journal of Business 59(1), 55–68.

Merton, R.C. (1993). “Operation and Regulation in Financial Intermediation: A Functional Perspective.” In: P. Englund (ed.), Operation and Regulation of Financial Markets. Stockholm: The Economic Council.

http://www.epi.org/content.cfm/webfeatures_viewpoints_restructuring
http://www.epi.org/content.cfm/webfeatures_viewpoints_global_polit_econ
Session 3) Central banks
        * “The Implementation of Monetary Policy in the Euro Area” European Central Bank Report              (November, 2008)
          *"The European Central Bank, the Eurosystem, the European System of Central Banks" 
          (April 2008, 2nd edition)
*Moriz,C. , Bernard, W. ( 2008), “ Is the accumulation of international reserves good for development?” Cambridge Journal of Economics, 32, 665—681.
*Aizenman, J. (2007), “Large Hoarding of International Reserves and the Emerging Global Economic Architecture.”,  NBER Working Paper Series, no. 13277, 1—21. 

Session 4. Development banks
*Christoph MOSER, (2003), “Financial Crises, Moral Hazard and the Role of the IMF: The Case of Ecuador and the Recent Policy Debate”  Master’s dissertation.
         *Timothy Lane and Steven Philips (2001), “IMF Financing and Moral Hazard”, IMF Publications.

         http://www.imf.org/external/pubs/ft/fandd/2001/06/lane.htm

Session 5. Debt managers
*Francisco, B, Juan P, N, (2003), “Optimal maturity of government debt without state contingent bonds” Journal of Monetary Economics

* “Government debt structure and monetary conditions” Summary of Conference proceedings organized by Bank of England in 1998.
Session 6. Asset (& Liability) managers
       * Peter Hördahl and Frank Packer ( 2007), “Understanding asset prices: an overview” BIS paper no.    34: 2006 Autumn Meeting of Central Bank Economists
Bossaerts, P. and Plott, C. ( 2004), “Basic Principles of Asset Pricing Theory: Evidence from Large-Scale Experimental Financial Markets.” Review of Finance 8: 135–169. 

*Lamont, O.A. and Thaler, R.H. (2003). “Anomalies: The Law of One Price in Financial Markets.” Journal of Economic Perspectives 17(4), 191–202. 

Hirshleifer, D. (2001). “Investor Psychology and Asset Pricing.” Journal of Finance 56(4), 1533–1597.

*Financial Stability Review; special issue on Hedge Funds ( 2007) Eurosystem; Banque de France.
www.banque-france.fr
Session 7. Corporate treasurers
*Mark Billings (2007), “Corporate Treasury in International Business History” Business History Conference, URL: http://www.thebhc.org/publications/BEHonline/2007/billings.pdf.
*JH van Rooyen ( 2006), “The Emerging Role Of Corporate Treasury Management In Cyber

Space” Working paper, Department of Business Management University of Stellenbosch. 

*The macroeconomic impact of banking crises ( 2008), Eurosystem; Banque de France.
* Allen, F. and Carletti,E. ( 2008), “Financial system: shock absorber or amplifier?” BIS Working Paper No 257. 
Session 8. Financial dynamics as an innovation spiral
*Scholes, M.S. (1998). “Derivatives in a Dynamic Environment.” American Economic Review 88(3), 350–370.
Merton, R.C. (2004). “On Financial Innovation and Economic Growth.” Harvard China Review Spring, 2–3.
*Merton, R.C. (1995). “Financial Innovation and the Management and Regulation of Financial Institutions.” Journal of Banking and Finance 19, 461–481.
*Carlota, P. ( 2002), “ The Love Affair of Financial Capital with the technological Revolution”  Chapter 9 in her book “ Technological Revolutions and Financial Capital: The Dynamics of Bubbles and Golden Ages”. Edward Elgar, USA.
Session 9. Technological innovation and Financial System.
*Darrell Duffie ( 2008), “Innovations In Credit Risk Transfer: Implications For Financial Stability” BIS Working Paper No 255
*Enrico, S. (1995), “ Finance and Technological Change: Theory and Evidence” Macmillan Press LTD, London. (Chapter no. 3) 
John de la M., Gilles, P.( 1998), “Finance and the technology-trade nexus” Technology In Society 20, 441–468.
 Session 10. Financial innovation, Technology and Challenges
*Allen, F., D.Gale (1999), “Diversity of Opinion and Financing of New Technologies” Journal of Financial Intermediation, 8, 68–89. 
*Colin, M. ( 2004), “ The Financing and Governance of new Technologies” Chapter no. 3 in “ Financial Systems, Corporate Investment in Innovation, and Venture Capital” edited by A. Bartzokas and S. Mani. Edward Elgar, 
6. Assessment Methods
6.1 Course Assessment 
50% marks of your Final Exam: Multiple choice + Short Questions / Definitions + Writing an Analytical Essay out of given few topics covering whole course. 
Assessment based on questions related to the course with one or two correct answers

· Correct answer: 1 point

· Wrong answer: -0.5 point

· No answer: 0 point

25% marks of your Group presentations (2/3 group overall performance, 1/3 personal    

presentation skill)

· Assessment based on:

· You analytical skills and financial knowledge

· Your capacity to work in group

· Your capacity to work under time pressure (for the preparation and presentation)

25% of your final mark: Oral Q&A

6.2 Grading System: Your final grade will be converted into a final letter grade between:
Course passed (credits earned) 
A: Excellent







B: Very Good







C: Good







D: Satisfactory







E: Sufficient

Course failed (no credits)


FX: Marginal Fail (Re-sit exam authorized)







F   : Bad Fail (Course to be followed again)
7. Teaching methods 
Lectures consisting of case studies & seminars will be delivered.
8. Contact information
· MSc Program Coordinator: Ms. Sandrine Charron, Ceram 2 Building office # 259,


Tel: 0493954419, Email: Sandrine.Charron@Ceram.fr 

· Lecturer : Nadeem Javaid / Email: javaid@gredeg.cnrs.fr
9. About Lecturer
Mr Nadeem Javaid is perusing his doctoral studies at GREDEG-CNRS, University of Nice-Sophia Antipolis under Pak-France Scientific & Technical Cooperation Programme (2006-2010). Currently, he is working on  a project “ Financial System and Technological Catching-UP in an Open Economy” He has worked as Central Banker at State Bank of Pakistan where his job was to conduct risk based inspections of the commercial banks and non banking financial institutions of the country. He also holds a position of Lecturer at University of the Punjab, Lahore, Pakistan where he teaches “Money and Banking” and “International Economics and Finance” courses to postgraduate classes. 
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