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Optional Paper: Money and Banking 
 
Module I:  Basic Concepts 
 
Definition of Money Evolution of Money – Function of Money – Kinds of Money – 
Measures of Money Supply – Money in Equilibrium and Non-Equilibrium States – Money 
and Economic Circulation flow of money in the economy. 
 
Module II:  Demand and Supply of Money 
 
The Traditional Quantity Theory – Fisher's Equation of Exchange – The Cambridge Case 
Balance Approach - The Keynesian Theory – The Modern Quantity Theory: Friedman's 
Approach – Concept of Money Supply, Determinants of Money Supply, High Power Money 
and Money Multiplier. 
 
Module III: Banks, Non-Banks and the Capital market 
 
Banking system in India; Credit and the Financial System – Kinds of Credit – Financial 
Markets: Meaning and function of Money Markets and Capital Markets –Commercial 
Banking in India – Concept of Credit-Creation – Cooperative Banks, Regional rural Banks, – 
Development Banks – Non-Bank Financial Intermediaries (NBFI) – Changing Scenerio of 
Indian banking.. 
 
Module IV:  The Central Banking System 
 
Changing Concepts of Central Banking – Function of Central bank, Objectives, Guides and 
Measures of Central Banks – Role of Central Banks in Developing Countries: Regulation and 
Promotional – The Currency and the Credit Schools – Real Bills Doctrine – Qualitative 
versus Quantitative controls – The Reserve Bank of India (RBI): Role, Functions and 
Working. 
 
Module V: Instruments of Monetary Control 
 
RBI's Instruments of Control: Open Market Operations – Role of the bank Rate – Variable 
Reserve Requirements – General versus Selective Credit Controls – The Statutory Liquidity 
Ratio (SLR) – The Credit Authorization Scheme – Credit Planning – The Techniques of 
Implementation. 
 
 
Module VI: Principles of Monetary Policy  
 
Monetary Policy: Frame Work, Objectives and Characteristics – Goals, Targets and 
Indicators of Monetary Policy – Transmission Mechanism of Monetary Policy – Restrictive 
vs. Accommodating Monetary Policy – Guide for Monetary Management – Problem of Debt 
Mangement – Discriminatory Effects of Monetary Policy – Lags in Monetary Policy – 
Current Issues in Monetary policy.  
 
 



 
Module VII:  Growth, Stability and Equilibrium  
 
The Policy mix and the Growth Objectives – Growth without Inflation – Monetary Stability 
with Fixed/Flexible Monetary Policy – Money and the Business Cycle – The Policy-mix and 
international equilibrium – Appropriate Monetary/Fiscal Policies for External Stability. 
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