Economics 135                             

Spring 2008
Homework 3

Fayazmanesh      
Please answer problems 12-16, 18-19, and 22 in Chapter 20, pages 489-90. Also, answer the following problem.                                                                                     

Use the balance sheet of Bank X below to answer the following questions (all figures in $millions).

Bank X

           Assets                                                      Liabilities


Total Reserves    100                              Checkable demand        100

Loans                  100                                   Other Liabilities       200

Securities            100                                            


                            300                                                                    300

a)  If r=20%, show the balance sheet with required and excess reserves.

b) The required reserves ratio falls to 10%. Rework the balance sheet.

c) The Fed buys $50 in securities from public. Rework the balance sheet (r=10%).

d) The Fed buys another $50 directly from Bank X. Rework the balance sheet (r=10%).

e) Bank X gets a loan of $60 from Fed. Rework the balance sheet (r=10%).
