AP Economics

“The Fed and Monetary Policy”

(10 Points)
Read pages 243-264 in the Krugman text and answer the following questions related to the Federal Reserve and monetary policy.

1. Explain in detail the structure of the Federal Reserve. Include any major committees or organizations within the Fed and their responsibilities or duties.  (Board of Gov. / F.O.M.C. / F.AC.) 

2. Explain the duties or functions of the Federal Reserve?

3. When would the Fed use expansionary or contractionary policy.

(You could draw a diagram like the business cycle to explain this.)

4. Explain the three main policy tools (monetary tools) that the Fed has at their disposal when it comes to influencing the money supply. Explain each tool as it relates to both expansionary and contractionary policy.

5. Explain the financial crisis of 2008 and how the Fed has responded to the crisis.

Terms:

Central Bank

T-Account (For Banks)

Excess Reserves

Monetary Base

Money Multiplier

Deposit Insurance / FDIC

Reserve Ratio

Prime Lending Rate

Subprime Lending

