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Lectures: Wednesday, 1 pm – 3 pm, LC4, phone: (+234) 7061304264 
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Course Description 

In this course, students are taught the meaning and nature of monetary economics; origin of 

money and banking, nature, types and functions of money, banking and financial institutions, 

the money market, theories of demand for money and monetary multipliers of interest rate 

general price level, monetary policy, channels of momentary transmission mechanism; wealth 

effect mechanism of monetary policy, and inflation. The structure and functions of financial 

systems and markets, general outlines of financial institutions are discussed as are markets 

and their roles; competition between banks and other financial institutions; theory of money, 

money supply and demand; stabilization policy; international adjustments and liquidity. 

 

Course Objectives 

(i)   To highlight the meaning and nature of monetary Economics. 

(ii) To discuss the role of role of money and banking in the monetary transmission 

process in the economy. 

(iii) To appraise the Classical, Keynesians & Monetarists versions of Demand for 

money as well as explain the theory of money supply  

 (iv)  To develop models from observations relating to the demand and supply of Money 

(vi)  To explain the tools of monetary policy. 

Intended Learning Outcomes: At the end of the course, student should be able to: 

1. Define and explain Monetary Economics 

 



2. Discuss the role of role of money and banking in the monetary transmission 

process in the economy 

3. Differentiate and appraise the Classical, Keynesians & Monetarists  versions of 

Demand for money as well as explain the theory of money supply 

4. Apply knowledge of Monetary Economics to   solve problems in other disciplines 

relating to Money, Banking, Money market and other Financial Institutions 

5. To explain the tools for monetary policy 

6. Apply the knowledge of Monetary Economics to solve daily problems, economic, 

national and global challenges 

Course Assessment Scheme 

Continuous Assessment  Marks 

In class test 5 marks 

Assignment  5 marks 

Term paper/presentation 10 marks 

Mid semester test 10 marks 

Examination  

End of semester examination  70 marks 

Total  100% 

 

Attendance: Attendance is compulsory, 70% class attendance to enable candidate seat for 

exams 

Test/ Assignment Submission date: The mid-semester test will be conducted in the seventh 

week of the semester. Date for in-class test, submission of assignment and group presentation 

will be discussed in class with students. 

Course Schedule 

Module One: An Overview of Monetary Economics 

Week 1 Definition and Nature of Monetary Economics 

Week 2 Money and Banking: Definition and origin of Money & Banking 

Week 3 Nature, Qualities & Functions of Money 

Week 4 The structure and functions of Financial Systems and Markets 

Module Two; Banking and Financial Institutions 



Week 5 Nature, types and Functions of Banking & Financial Institutions  

Week 6 Central Bank 

Week 7 Commercial Banks,  

Week 7 Investment Bank and Other Financial Institutions 

Week 8. The Money Market and Capital Market 

Module Three: Theory of Demand for Money and Money Supply 

Week 9. The Classical Theory, The Keynesian Theory and The Monetarist Theory 

Week 10. The Theory of Money Supply 

Module Four: An Overview of Monetary Policy 

Week 11 Monetary Policy Objectives, conflicts, trade-off and Co-ordination 

Week 12 Tools of Monetary Policy 

Week 13 Stabilization Policy, International Adjustment and Liquidity: BOP and Its 

Adjustments 

Reading Lists 

1 Afolabi, L. (1991). Monetary Economics, Lagos, Nigeria    Inner-ways  

Publications. 

2 Anyanwu, J.C. (1996). Monetary Economics: Theory, Policy &   Institutions, 

Onitsha, Nigeria, ABC   Publishing Co. 

3 Jhingan, M.L. (2004). Monetary Economics Sixth Edition. New   Delhi India, 

Vrinda Publications 

 4 Iyoha, M.A. (2004). Macroeconomics: Theory & Policy Revised   Edition. 

Benin City, Nigeria, Mindex Publishing Co. 

5 Samuelson, P. A., Williams D. (2009) Economics, McGraw Hill   Higher Education, 

9TH Edition 

6 Dornbusch, Rudiger, Fischer, Tanley, Startz, Richard,(2014) Macroeconomics, McGraw 

Hill Higher Education 12TH Edition 

Lecture One 

Topic:  Definition and Nature of Monetary Economics 

  Monetary economics is a branch of economics that provides a framework for   analyzing 

money in its functions as a medium of exchange, store of value, and unit of account in the 

monetary transmission mechanism. 



  It considers how money, for example fiat currency, can gain acceptance purely   because of 

its convenience as a public good. It examines the effects of money in the economy and its 

impact on economic activities. 

Monetary economics is the economics of the money supply, prices and interest   rates, and their 

repercussions on the economy. It focuses on the monetary and other financial markets, the 

determination of the   interest rate, the extent to which these influence the behaviour of the 

economic units and the implications of that influence in the macroeconomic context.  

It also studies the formulation of monetary policy, usually by the central bank or “the monetary 

authority,” with respect to the supply of money and manipulation   of interest rates, in terms 

both of what is actually done and what would be   optimal. 

  Monetary economics has both a microeconomics and a macroeconomics part. 

    Microeconomics part of monetary economics 

 The microeconomics part of monetary economics focuses on the study of the   demand and 

supply of money and their equilibrium. No study of monetary   economics can be even 

minimally adequate without a study of the behaviour of   those financial institutions whose 

behaviour determines the money stock and its   close substitutes, as well as determining the 

interest rates in the economy. 

     Macroeconomics part of monetary economics: money in the macro-economy 

 The macroeconomics part of monetary economics is closely integrated into the standard short 

run macroeconomic theory. The reason for such closeness is that   monetary phenomena are 

pervasive in their influence on virtually all the major   macroeconomic variables in the short 

run. 

  

 

 



The Concept of Money 

Money can be defined as any commodity that is generally accepted as   a legal tender for 

payment of goods and services, store of value, unit of account   and standard for deferred 

payment. The above is a functional definition of money 

 Qualities/Characteristics of Money 

• Recognisability 

• Durability 

• Portability 

• Divisibility 

• Homogeneity 

• Intrinsic Value 

• Non- Perishable 

 Functions of Money 

 At a theoretical level, money is defined in terms of the functions that it performs. 

  The traditional specification of these functions include: 

 (1) Medium of exchange/payments. This function was traditionally called the medium of 

exchange. In a modern context, in which transactions can be   conducted with credit cards, it is 

better to refer to it as the medium of payments. 

 (2) Store of value, sometimes specified as a temporary store of value or temporary abode of 

purchasing power. 

 (3) Standard of deferred payments. 

 (4) Unit of account. 

  

 



Definition of 'Digital Money': Any means of payment that exists purely in electronic form. 

Digital money is not tangible like a dollar bill or a coin. It is accounted for and transferred 

using computers. Digital money is exchanged using technologies such as smart-phones, credit 

cards and the internet. It can be turned into physical money by, for example, withdrawing cash 

at an automated teller machine.  

Financial services companies facilitate digital money transfers and foster online transactions 

between complete strangers across long distances. Without digital money, many online retail 

websites would operate much less efficiently. Digital money also makes it possible to bank 

online or via smartphone, eliminating the need to use cash or to visit a bank in person.  


