
(ECON-560) Financial Institutions and Markets 

Course Description 

Theory of the Role and Functioning of Financial System, Information asymmetric and 

the need for the role of financial sector. Some Basic concepts like adverse selection, 

moral hazard, free rider and principal-agent problems in financial sector to 

understand puzzles of financial markets. Financial system and its relationship with 

the rest of the economy. Functions of financial sector: mobilization and allocation of 

resources; pooling, diversification and trading of risk; advisory role; financing 

technological innovation and development. Financial Repression vs Financial 

Liberalization. Role of different financial institutions and the methods of how to 

evaluate their performance.  
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