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t. Three funchions o wmoney . medium o} exchonae, slore o} alue, aned w0} accourd.
Gold : con seve 03 St o} value, bud mot  medium o] exchonye or unit o} acount

w o unaccq’cea\ genunu*} ,avw‘ Connol  ™Meosure or Compure value ol -hrm}

3. Ca(m(alo:. Naxrow N(’me\‘ : Mye Cosh + demand olc_Ponh

=

Ny= M, + soving

= 4,000+ 1000 - 2,000%

. Droed money

= 2000 £ 1,000 = 30009
. T'\One\1 S“FPl‘A m the ecanom, = 2,000 §

3. Frackonal Betene Syslem (FRS) s o bonkmg gystem Yot frackon o} deposit ave
backedd by achal oo on hand ond  art ovalable for wilhelrawal.

Through 4 system | momey Con be created s Suppose thak  Resene rakio (AR). 207.
Phen Me A odleposst 1004 ; baalt need 4o xseve 203 and lend o Me.B 204. Mc.B
ﬂer’: 208 ; boale meed Yoresene 168 oad con lead o Me.C. The proces, xPeal—
0gom ¥ agam the money  Supply = 100 £ 0 ¢6l4...

k. @'ﬂ“_ rsene takio 207 mean baal need to keep ot fhe cenlval baale for
l)achup oad  pithdrowol. Thus, §40 wl be kept and 1603 Wl be wed.
@ Without twe ERS, ik money Q“PPLQ-" M = $100 3200 + $900 ¢ Fa0os. ..
) “T Ver - 4 4 &
@© money  muliplies T
@ Witk FRS, e tolol deposit withn the economy = §200x 5= J4p00
©. De9os¥ Mol s Creake ¥ron FRS = dolal depeatt - imitrol da pasiv

=J1poo -3200 = §300
®. i RS, money 5“?%“5‘ M, = Cash ¢+ dolal de.‘m'\\-

=3100 ¢+ 31000 = §1100
5. Three voles o} Cenlral bank.

< Money suﬂ;\\b controllex:  Conlrol inleres) roke (mon!."nnl po\aon lo conteol money SupRy
Ouring vecession  Of @ ponsioneny shualion.



_ lender 0] lost vegord - provides Jusds do rescue the baok ot have no soures fune
- Monagemg_ uc,\\mgq_ rales  ond  fhe nodion s }om«gp exchome  vestawe.

2 L:qmdik} s how easly ossels  bhak can be comeded b0 u mean o)
eechange . The mut ligued assel 15 Cash Acmdm} o leyres | tovee voasors dhod
Peo\a\b prefor o hove l\c‘mo\‘\\\é_ .

- honsockon demand ( Wold coth ﬂv« clw.\x; we)

L wao.ulc.ionw\b_ demond ( holdk cash ov Uneppected  ornt’)

- Speculstie demon (hold Yo uluc et vhen vum 3 high)
ﬁpemle&iw. demond 3 the one thuk moke the mowey demand e o be downiid
Slopm%.

3. o). Pwp\e, become. podrer. .

Lsoney demandl curve Wil SWf\ doun | Money demond will decrease beaun
{Le\l dosd  hoe money h gpend.

L) Good \oe,(on\z_ more  Rypensive:

LoMoney domand turve  wil si§b up. Momey domond will moreme becmae peoply
heed  wore money ~,o L\u1 Goods.

©). People prefor Yo VoW lass cah dhe bo dobiH eredit cavo.

L Mowno_q omand cne Wil shiPt Qogn . l"\one.\( demand il decreme due do
preferenca.

d). The central bunk decreass jnterpst vate:

Ldhee will Lo moverwent oa My e down (T, 1), Momey d.vhua
Wil ingresse becawge  the cost o) Yoveo,, © dneq?u )

R Moneﬂ s\m cune 5 a Verkeal bne  becowse 3} coes hol \-e.‘\l on nterest rade
and s delermmed \)\1 Centva)  boele,
)- Peopk depoit mor money :
Ly i hos no effech On  money  supply .
L). Central baak horeme, reserve Tati:
L Money  supply cune will shifl do the  lel. Money  Supply,  will detrenae 03
Central  need Jo Lu? Mo Mmoney,
Q) The cenkrol bonle dewrense ncoust vale.
L MNoney suep\h} cure bl ghaft fo fh ngk&. ﬂone\\ 5“1"’\"3 will meresse, o ~|-\\01
Wil lend ouk mow money Lo \r\o,\? Pu‘o\a(..



). Certral binle deweme miorest vales
L Y\onui S“W\'S cure Wl C\ﬁﬂf b lhe ﬂs\y\l‘ﬁ ! V\m‘u‘ S\{pe\? will Toes & ?e,g‘)'\.
ill lond wmow wongy  Olwe b (ow miered vede .

9)) Ccnlm\ bok il how do ?Wt%m (bw‘. lovna\, So '\\'\ﬂ-\' lmere Wil mow ooy b

publre.
L ('\,‘ t‘\,\

n—nmn, T\«u\

{O). lﬁ\zq kY > f" 'l’\\t‘ct. V\\\ \:L sy T\Dﬂ@,\i $\.{ﬂ)l‘ta_ Peoph, \p\\\ L\k\a mLu-ql—
wﬁn%_ weel. Bond or thoe  Bsuer o bk il dacense Mgt rele b
due b gl mlcal b bo ony, - ot They | T > T¥.

11). The equokma fox the Qualdy Theowy o} Momey: MV=PY
Assume. V¥ Y o constont-
when N1 > PT

‘nuu, when Pﬁn%ﬂ,,mm, will creafe 'm.ﬂo»‘ivv\

19). a) Calewle e eqlbm i
Eq’bﬁ : n,= l"),\
200-(ipoc);= 100

e =—‘-1%’-;° =0. 10

4

=

L) When fe new My =400 -(1p00) , dransackion ¥ PKCawl:iohm‘. demand  uill

Therease dw. b Merewe DQ ok onomon -o]. —fmdm (.'zoo ~ o) -



