Chap16hw
Short Answer

1.
Which of the three functions of money are commonly met by each of the following assets in the U.S. economy?

	a.
	paper dollar

	b.
	precious metals

	c.
	collectibles such as baseball cards, stamps, and antiques



2.
What is the difference between commodity money and fiat money? Why do people accept fiat money in trade for goods and services?

3.
What is meant by the term "lender of last resort?" In what circumstances might the Fed be a lender of last resort?

4.
Which two of the Ten Principles of Economics imply that the Fed can profoundly affect the economy?

5.
If the reserve ratio is 20 percent, how much money can be created from $100 of reserves? Show your work.

6.
Explain how each of the following changes the money supply.

	a.
	the Fed buys bonds

	b.
	the Fed raises the discount rate

	c.
	the Fed raises the reserve requirement


