
3 function 1 , a medium of exchange
- what a people generally accept intheir transaction of G&S

2. 2 store of value - is a currency ,
asset or commodity that maintain its value without depreciating .

a unit of account - allows people to compare the value of things

broad money , moneycrash )t demand deposits + saving
- 3000$

Because only a fraction of deposits are backed by actual cash.
That is RR and the money

that excess RR will be lent to her .



A) The reserve ratio of 20% means - the portion of the total deposit that the commercial bank hate to keep as reserve

at Central Bank
.

For example if i deposit loopy the commercial bank have to keep rr for 20-1 . or 20$ as a reserve at CB

without FRS total deposit= cash + deposit
= 1001-200

I 300$

money MPC = 1-
RR

= ¥ = 5



with FRS
,
Total deposit = deposit¥,

= 20041
0.2

= 4000

Created from the FRS = Total deposit - deposit

= 1000 -

206=800

with FRS
,Money Supply = cash ,- total deposit

= 100 t1000=1,100



- chart monetary policy : control us

- lender of last resort : last funds to troubledbank

- managing exchange rate

liquidity : how easy assets can be converted into
mean at exchanged cash is most liquid assets transaction

precautionary , speculate & speculative demand cause .
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People become poorer because the level of income is decreasing
rn and the MD will shift to the left
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Population wants more money to consume the goods & the Md will ship right
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People prefer to used debit foredit cards more than cash

The Md will ship left .X
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People convert the bond to cash
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But the Md will move along the curve
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the money supply curve isn't depend on interest rate.
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The Central bank need to buy security to decrease the interest rate
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money

The money supply will shift to the right

And when CB buy security or bonds it will have a new

equilibrium that is excess from md

so the bond issue will respond by lower interest rate .

The equilibrium will move to Ez
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I
, eople convert cash to bond so the demand of bond is growing up

.

id - - - - i - -pot rate

, Then the interest
' of bond will decrease that affect to demand of bond\

, money. www.m.my .Qb


