
1. storeofvalve c. Beable totransfer PoPovertme
2. medlunofetchangesgenerallyaceepted
3.Vit ofaccaht ะ allow Peoplerto

comparevalue

Gold cannoteffectivelyseve these three
Functrons in lack of unit of accovnt

M
ง
ะ Grrency ำ

ncircuknr + denanddeposrts ะ ioootioooszooo

Mz ะ M
,
+ Money and time deposit = 2000 + ioo O

-ำ Money supply ะ zo OO t 1000 = 3000 $



FRS is a system where afraction ofmouey deposit

will bereserved by
CB and the others available for rrithdrcn

MOM Can be created by banks pvtmoney Ovtfor lend

a) CB i.11 reserue 2อย .
of total deposrtsfrombanks

b) 300

c) noneynultipli ย ะ l/ RR = %
_ z

ะ 5

d) totaldeposit = primarydeposit × YRR ะ 200 ×# ะ เออ

e)
เออ0 - zoO ะ 800

f)Ms ะ Cash + deposit LFR5) = loo +1000 ะแ00



1. Contrdnoney suppy by settinginterestrate
2. proridefundsfor banks whenthey arein trouble
anddonlt hae Other resovrce

3
< Managing e-change rate &the natrous
foredgn reserve

Liqidity isrefertuhoweai.lyassetscanbeconvertedihtomeanofcxchange.cash is the most |รquid asset
People prefer tohae liaeidity becwe
1. transaction demand cfor daily vse)
2. precautiunary se C forvnexpeeted.VN)

3. speculatve demand Cfor futvre investment]
Speculntiedemand

cause themoney demand ourvetobe
downward - sloping CPeople hold cashin order to inest
When thereturns are high )



a)Mdswft left

→ incomc Kecrease

→ Mdshifttotheleft

Qofmoney
b) Mdshift right

→ goods become nore expensive
→ people พร 1\ dunundtor

norenoney
→ Md shiftright ward

Qofmoney
c)

→ peopledemanllessash
→ Md sWft kftward

Qofmoney
d)

→ movcment alay thecme dveto
chnnge in ihterest rate

Qofmoney



a)
Ms ane shiftriyhtward

beame itdepositsthecaesh
,

Mequaityofmoney ไ
ncrease

b) Ms cme sWft \ettwavd

beoaosethenoacyiskeptin
theresenekakethequanttyofmoney deareese

c) Ms ane shiftriyhtward
beoueebankswillborwwnore
Moneys imcremequantityoof
money and hohey svpply

d)
Ms curvedoesnotshift
beauseit dcpenddn
intevest rate whiohis
hovehent alony the cvrvb



Thecentrahill buygovement
secudreghence

,
increavse

thequantityof money in
tremarket

. Toadjustitto
theeauilibriumtneinterest
rate willfay

ittheintcrestratcistoohgnitri"
createcsccsssupply.peoplerilltryto
Convert oash

ihtobond.Thebarknmtbeablertopayinterestdue.to
htghdenmdfor

bond - Sotheywhlowinterestmte

alsoconstant
Mv ะ PY Vis constant ก

Yis attullenploynertrateM -
-

Money supply
V.- velooity โ M leadto โp
P ะ p ก่celevel

Y .. realovtput Printhgtnoneycrenteinflnkin



a) MS -
- Md

100 ะ 200 - 1000 i

1000 i ± เออ

i ะ อ÷อะ อ . เ

b) Tranactdon & Precaustionary

Demanddonotdepend
oninterestrate

, soits
arerticalline

_
Then

,

theinitraleneydenand
raises .Ztwmshrftthe
cvruenyht .


