Economics 101, Prof. Dohan	Spring 2004

NAME:________________________	STUDENT ID:__________________

Select the option that provides the single best answer.



_____1.  A Federal Reserve sale of securities to the banks will cause all of the following except: 

a fall in bank reserves

an increase in the interest rate.

a fall in the money supply

a fall in the value of the money multiplier.



_____2.   The money market is in equilbrium.  Now the Federal Reserve buys securities.  There will be an excess _______________money.  This will cause the interest rate to _____________.

demand for, fall.			B. supply of rise

C.   demand for, rise.			D. supply of, fall



_____3.    Each of the following will make the public wish to hold more money balances except

an increase in the price level.

a decrease in the interest rate

an incease in the opportunity cost of holding money.

an increase in the dollar volume of transactions.



______4.  The money market is in equilibrium.  Now there is an expansion in the money supply.  This will cause the interest rate to ______ and the quantity of money demanded to ______

increase, increase.			B. decrease, increase.

C. decrease, decrease.			D. increase, decrease.



_____5.     When the interest rate rises,

the opportunity cost of holding money increases.

the transactions cost of holding money increases.

the transactions cost of holding money decreases.

the opportunity cost of holding money decreases.



_____6.    The Federal Reserve’s ability to control the money supply is due to its ability to

encourage banks not to borrow too heavily.

affect banking system reserves

sell Treasury bonds at a profit

buy Treasury bonds at a profit.



_____7.     Given an interest rate increase,

optimal money balances will increase.

optimal money balances will decrease.

the equilibrium supply of money will increase.

the equilibrium supply of money will decrease.



_____8.     As the value of economic transactions increases,

more money will be demanded.

less money will be demanded.

more money will be supplied.

less money will be supplied.



_____9.  The Federal Reserve conducts an open market sale.  We would predict each of the following except.

a decrease in the money supply.

an increase in the interest rate.

an increase in the price of bonds

a decrease in the quantity of money demanded.



_____10.  When the Federal Reserve undertakes open market operations, the interest rate that it controls most closely is the

prime rate. 		B. discount rate

 C.   federal funds rate		D. government bond rate.


