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OBJECTIVES 
 
Students completing this unit should: 
 
Knowledge 
• understand the functions of financial instruments, markets, institutions and the 

Reserve Bank of Australia 
• comprehend the evolution of the Australian and international financial systems 
 
Skills 
• be able to critically examine the financial instruments, financial markets, financial 

institutions as a financial system of a country 
• possess the ability to estimate the demand for and supply of money functions and 

to understand the interest rate determination process 
• acquire the skills of formulating monetary policy in relation to various economic 

problems 
 
Attitudes and values 
• appreciate theoretical principles and latest development of monetary economics 
• promote the skills of economic reasoning and argument in oral and written form 
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CONTENT 
 
• functions of financial markets: securities markets  such as money, bond, 

mortgage, and stock markets; derivative markets such as futures, options and 
swap markets 

• functions of financial institutions: banks; non-bank financial institutions including 
savings institutions, credit unions, mutual funds, pension and superannuation 
funds, finance companies and insurance companies 

• functions of international financial markets and institutions: foreign exchange, spot 
rate market and option market; the International Monetary Fund, the World Bank 
and Asian Development Bank 

• evolution of the Australian financial system and the functions of the Reserve Bank 
of Australia  

• theories of demand for and supply of money and theories of interest rate 
determination 

• monetary economics: the quantity theory of money, the AD-AS model, the 
expenditure-income model and the IS-LM model 

• monetary policy instruments and policy formulation. 
 
LEARNING TASKS AND ASSESSMENT 
 

Learning Tasks Graded 
Assessment 

Weighting 

 
Essay – identifying, planning, researching and 
writing accordingly 

 
Essay  
 

 
40-60% 

 
Examination – applying theoretical principles to 
the analysis of subject questions under the 
examination conditions. 

 
Exam 
 

 
40-60% 

 
METHODOLOGY 
A combination of lectures, tutorials, workshops, seminars, private and group study 
time and self-directed learning. 
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