[image: ]
[image: ]
image1.png
1 he following ationsaffec the money supply?
& Arcductioninthe dscoun e

b Anincess nthe esevereuirments

. Purchase byt Fed of S100 millionin U, securies fom  commere
[y

& SalebyiheUS. Tresury of$100 millon nnewly issud bonds 0
commercalbank.

. Anincrsas inhe discounrte

£ Sale by the Fed of 200 million n U, securbies 0 apriate investor

& Ashiflof fus rom intret.camingchecking deposits 0 maney market
mutal funds

K A reducton nth holdings of curcny by the general publi because debit
cads ave bcome more popular and widlyseceped

i e shift of funds fom money market mutunl funds ot stok nd bond
mutual funds because he fcs o nvest i the e have declined
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2. Supposs that the Federal Reserve purchases a bond for $100,000 from Donald
Trak,whe deposts h proceeds i he Manufactrer's Ntional Bank.

What il b the mpact of tis ransactin onte supply of money?

e reserve requiement i s 20 percent, what i he maximu
amount of aditona loas htthe Manufacturr’s Bank will b ble o
extend s the resul of Trock'sdepost?

. Giventhe 20 percen resen requiement, what s the maximum inresse
inthe quanitsofchckable deposisthatcouldresultthroughoutte ntire
bunking system because of the Fed'saction?




