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This is a short quiz to keep you on your toes -- 15 minutes.  Please be fair to your fellow students.  Remember that this is a closed book quiz.  No books, no notes or similar study aids are permitted.  No talking.  Do not facilitate or permit other students to benefit from your quiz and do not represent other's work as your own.  Failure to observe these standards will automatically result in at least an F for the course.





	MULTIPLE CHOICE 





1.  What are the three functions of money:











2.  What are the three parts of the money supply M1, that is “transaction money”.











3  True or false:





	a.  The value of money in a modern economy is determined by the amount of gold supply in the economy.





	b.  The broad concept of money or “near money” includes savings accounts, money market mutual funds.





	c.  The real rate of interest is the interest you really have to pay the bank,  the nominal interest rate is the real interest rate adjusted for inflation.





	d.  The interest rate on three month Treasury bills usually moves together (goes up and down) with the interest rates on 30 year Treasuries and conventional mortgages.





	e.  There is no cost of holding your assets in the form of transaction money (M1) because you don’t have to pay bank fees if your deposit is large enough.





	f.  Your transaction demand for money goes up with the level of your income.





	g.  Your asset demand for M1 money goes down as interest rates go up.





	h.  If the required reserve ratio is 0.20, an expansion of reserves of 100 billion will increase the possible demand deposits (and hence M1) by 500 billion.





	g.  The main reason banks hold reserves  is to be able to meet the withdrawal of money from the bank by the depositors.





	h.  Insurance companies, pension funds, money market funds and banks are all financial intermediaries that accept deposits (investments) from their customers.  Only banks, however, provide the service of “checking accounts” which is the bulk of our money supply.





	I.  The legal reserve requirement is set by the Federal Reserve Bank in order to help it manage the money supply.





	h.  The money-supply multiplier shows the relationship between a change in bank reserves in the entire banking system to a change in the overall quantity of demand deposits in the M1 money supply.
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