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Syllabus:

1. Economy and the financial system. The role of markets in the
economic system. Types of markets. Financial markets and the
financial system. Types of financial markets. Dynamics of the
financial system.

2. Financial assets, money and financial transactions. The creation
of financial assets. Lending and borrowing in the financial
system. Money as a financial asset. Types of financial
transactions.

3. Interest rates in the financial system. Functions of the rate of
interest in the economy. The classical theory of interest rates.
The liquidity preference theory. The loanable fund theory.

4. Relationship between interest rates and security prices. Units of
measurement for interest rates and security prices.
Measurement of yield on a loan or security. Yield-price
relationships.

5. Inflation, yield curve, duration and default risk influence on the
interest rate.

6. The money market. Characteristics of the money market. The
interest rates in the money market. Money market securities.

7. Bond market. Principal features of corporate bonds. Basic
characteristics of corporate bonds. Yields on corporate bonds.
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8. The stock market. Characteristics of stocks. Stock exchanges.

Form of teaching

Consultative teaching.

Form of assessment

The final exam is taken upon the completion of lectures and
exercises and it consists of two parts, a written and an oral part.
Acceptable mid-term exam scores replace the written examination.
Students may influence their final grade by doing homework or
preparing a seminar paper.

Number of ECTS

3

Class hours per week

2+0+1

Minimum number of students

Period of realization

Summer semester

Lecturer

DraZen Koski




