
Chandan Jha FIN365, Spring 2018

FIN 365: Financial Institutions & Capital Markets
Prerequisite: FIN 301

Spring 2018

Instructor: Chandan Jha
Office: Reilly Hall 330
Office Phone: 445–4436
E-mail: jhack@lemoyne.edu (Emails will be
answered within 24 hours barring weekends.)

Lectures: RH 345, MW 09:30AM–10:45AM
Office hours: MW 10:50AM–11:50AM

or by appointment.
Course website: https://canvas.lemoyne.edu

Log in with your Le Moyne ID and password.

Course Description

This course is designed with an objective to provide the students with a thorough understand-
ing of financial institutions and capital market. Students in this course will learn how financial
institutions and capital markets work in the real world and why are they so important for the
well-functioning economy and stock market. The course is divided in three major parts. The first
part provides an overview of money, interest rates, and the financial system. We explore the finan-
cial instruments and financial markets in the second part where we discover how bond and stock
prices are determined. The next part provides a brief history of the central banks and their roles
in determining the money supply. In this part we also explore the the role and functioning of the
financial institutions and the regulations under which these financial institutions operate.

Learning Objectives

• Develop a thorough understanding of the evolution and functioning of the financial system
and its importance for the economy.

• Understand the meaning and importance of money and the evolution of different payment
systems.

• Learn how bond and stock prices are determined and how they are important for the economy
and the economic growth.

• Learn how interest rates are determined for alternative financial assets.
• Learn the history of the Federal Reserve and its importance for the financial system.
• Understand the importance of the financial institutions in economic growth.

Course Materials

Required Textbook: Money, Banking and Financial Markets (5th edition) by Stephen Cecchetti
and Kermit Schoenholtz. ISBN 13: 9781259746741 (Bookstore has details).

Recommended: A financial calculator, preferably Texas Instruments BAII Plus.

Additional Readings: Articles from the popular press such as Wall Street Journal and The
Economist and Federal Reserve’s website will be assigned periodically. Links to these articles or
copies of the articles will be posted on Canvas.
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Approximate Grading Scale

90− < 94 A− > 94 A

80− < 84 B− 84− < 87 B 87− < 90 B+

70− < 74 C− 74− < 77 C 77− < 80 C+

60− < 70 D
< 60 F

Grading Policy

Graded Item Weight Description

Homework 5% Multiple homeworks will be assigned.

Quizzes 5% Unannounced in-class quizzes.

Group Project 10% The group project will consist of two parts:
A term paper (5%) and group presentation (5%).
Detailed instructions are available on Canvas.

Exams 80% 2 midterm exams each worth 25%
and a final exam worth 30%.

Students with Disabilities

If you have a disability and need accommodations, please meet with me within the first two weeks
of the semester to review your accommodation sheet. You should meet with someone from the
Office of Disability Support Services each semester to review your documentation. The Office is
located in the Library (1st floor; 445–4118; dss@lemoyne.edu).

Missed Exam, Project, and Homework Policy

Any exams missed without a legitimate excuse and written documentation will receive a grade of
zero. The college approved excuses can be found at http://www.lemoyne.edu/tabid/3070/default.aspx.

Observance of Religious Holidays

As provided in New York State Education Law Section 224-a, any student who is unable to register
for class, attend class, or participate in any examination, study or classwork requirements on a
particular day because of his or her religious beliefs is eligible for an equivalent opportunity to
register for classes or make up any missed examination, study, or classwork requirements, without
penalties or additional fees. For details, see the “Class Attendance” section of the College catalog
or the “Academic Life” section of the Student Handbook.

Academic Standards

Students are expected to observe at all times the highest ethical standards as members of the
academic community. Any form of dishonesty makes a student liable to severe sanctions, including
expulsion from the College. For details, see the “Academic Standards” section of the College catalog
or the Student Handbook.
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Tentative Course Schedule

Chapter title Chapter Date

An Introduction to Money and
the Financial System 1

Money and the Payments System 2

Financial Instruments, Financial Markets,
and Financial Institutions 3

Future Value, Present Value, and Interest Rates 4

Exam 1 1–4 Monday, February 19

Understanding Risk 5

Bonds, Bond Prices, and the
Determination of Interest Rates 6

Spring Break No Class March 5 – 7

The Risk and Term Structure of Interest Rates 7

Stocks, Stock Markets, and Market Efficiency 8

Exam 2 5–8 Monday, March 26

The Economics of Financial Intermediation 11

Easter Monday No Class April 2

Depository Institutions:
Banks and Bank Management 12

Financial Industry Structure 13

The Structure of Central Banks: The Federal
Reserve and the European Central Bank 16

The Central Bank Balance Sheet and
the Money Supply Process 17

Group Presentations Wednesday, May 2
Monday, May 7

Term Paper Due Thursday, May 10
by midnight

Exam 3 11-13, 16-17 Thursday, May 10
12:00PM–2:30PM
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