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Boyd

Chapter 16 Test Prep

*Make sure to know the definitions of the following vocabulary for the Chapter 16 Test.

bank holding company

Board of Governors

check clearing

discount rate

easy money policy

Federal Advisory Council (FAC)

federal funds rate

Federal Reserve Districts

inside lag

monetarism

monetary policy

money creation

money multiplier formula

net worth

open market operations

outside lag

prime rate

required reserve ratio

tight money policy

*Make sure to know the answers to the following questions:

Monetarism is 

(a) the time it takes to enact monetary policy.

(b) the belief that the money supply means little to macroeconomic performance.

(c) the time it takes for monetary policy to take affect.

(d) the belief that the money supply is the most important factor in macroeconomic performance.

Monetary policy is

(a) the research arm of the Federal Reserve.

(b) the twelve banking districts created by the Federal Reserve Act. 

(c) the actions the Federal Reserve takes to influence the level of real GDP and the rate of inflation in the economy.

(d) the actions taken by the Bank of the United States.

The Fed provides banks with all of the following services except

(a) issuing interest free loans

(b) check clearing

(c) acting as a lender of last resort

(d) supervising lending practices

All of the following will increase the money supply except

(a) increasing the required reserve ratio

(b) bond purchases by the Fed

(c) reducing the required reserve ratio

(d) reducing the discount rated.

