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1.
Explain why a new deposit of $500,000 to the banking system would result in an increase in the money supply by a greater amount.


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________

2.
Write the formula used to calculate:

a) An increase in the money supply.

b) An increase in credit.

3.
Calculate the change in the money supply in each of the following cases and the expansion in credit.

a) A new deposit of $10,000 and a reserve asset ratio of 25%.


_____________________________________________________________


_____________________________________________________________

b) A new deposit of $400, 000 and a reserve ratio of 10%.


_____________________________________________________________


_____________________________________________________________

4.
Explain what would happen to the money supply if:

a)
The credit multiplier is increased. _____________________________

b)
Withdrawals exceeded deposits. ______________________________

5.  List the Reserve Bank's four functions?


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________

6.  What is monetary policy? 


_____________________________________________________________


_____________________________________________________________

7. How does the Reserve Bank carry out monetary policy?


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________

8. What is meant by a primary expansion in the money supply?



_____________________________________________________________



_____________________________________________________________

9. List four events that would result in a primary expansion in the money supply.


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________


_____________________________________________________________

10. What can the Reserve Bank do to limit increases in the money supply?


_____________________________________________________________


_____________________________________________________________



_____________________________________________________________

11.
State which type of demand for money is illustrated in each case:

a)
Bob does not trust banks and keeps his money at home in a wardrobe, all $12,000 of it as he feels it is safer there. _____________________

b)
Cliff takes out a loan to buy a brand new car. ___________________

12.  Draw a Supply curve and a Demand curve for money. Show the effects of an increase of the reserve asset ratio.

13.
Show the impact of the follow changes on the money market. Below each graph state the impact on interest rates.

a) An increase in GDP.                              b) Public debt matures.

Interest rates _______________            Interest rates ______________ (2)

14.
State what will happen to interest rates in each of the following cases.

a) Gross domestic product falls. ____________________________

b) The demand for exports increases. ________________________

