Chapter 14 

1. If you ran a bank with demand deposits of $35 million, you would need to hold reserves of how much?

2. If you ran a bank with time deposits of $1 billion, you would need to hold reserves of how much?

3. If there were a 20 percent reserve requirement, how much would the reserve multiplier be?

4. Using your answer in the previous problem, if the Federal Reserve increased bank reserves by $100 million, by how much would the money supply rise?

5. How much is the interest rate on a bond that has a face value of $1,000, a selling price of $800, and that pays $80 interest?

6. If a bank has reserves of $35 million and demand deposits of 300 million, how much are the bank’s (a) required reserves? (b) excess reserves?

7. If a bank has reserves of $100 million and demand deposits of $850 million, how much are the bank’s (a) required reserves? (b) excess reserves?

