
More Rain Mon, Feb. 10: Tunis Tues, Feb. 11
• Fun Set 4.1 due NOW
• Quiz next Tuesday/Wednesday over HW 4.1 and money demand 

graph (no tutorial this week)
• Learning target: I can explain monetary policy and the tools of the 

Federal Reserve.
• Warm up: Answer the following questions regarding fiscal policy:

1.What are the two main fiscal policy tools?
2.Who conducts fiscal policy in the U.S.?
3.What two fiscal policies would be used during a recession?
4.What two fiscal policies would be used to fight inflation?
5.Draw an AD/SRAS/LRAS graph showing a recession.
6.On your graph in #5, draw the effect of expansionary fiscal policy. 1



Quiz Bowl
• Yigit, Alexa, Isabelle and Charlotte!



Agenda:
1. Warm up: Fiscal policy review (10 min)
2. Work period: Trade/grade FRQs; notes on 

monetary policy (55 min)
3. Closing: How is fiscal policy different from 

monetary policy? (5 min)



Fun set 4.1



2012 Audit Exam

Copyright 
ACDC Leadership 2018



2012 Audit Exam
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2008 Audit Exam
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2007B Practice FRQ
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2007B Practice FRQ
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2007B Practice FRQ
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Washy Wed, Feb. 12~Thirsty Thurs, Feb. 13
• Quiz next week over HW 4.1, money demand graph and today’s 

content (no tutorial this week)
• Warm up: Write the question and complete correct answer in your notes:

•

• Learning target: I can explain the relationship between the money supply and 
interest rates; I can explain the importance of interest rates and 
interest-sensitive spending on C, I and AD.  I can explain the reserve 
requirement and the money multiplier as a tool of the Federal Reserve. 17



Agenda:
1. Warm up: Roles of money (5 min)
2. Work period: Notes on monetary policy; 

HW 4-2 (55 min)
3. Closing: How is fiscal policy different from 

monetary policy? (5 min)



Unit 4: 
Money, Banking, and 

Monetary Policy
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“Monetary Base” or M0

The monetary base (M0 or MB) includes 
currency in circulation and bank reserves.



How does a change in the 
money supply affect the 

economy? 
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Three Related Graphs: 
• Money Market
• Investment Demand
• AD/AS
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http://www.youtube.com/watch?v=4bxrGKRChf0&index=14&list=PLD7C33AB80B405B9A


Investment DemandS&D of Money

The Fed increases the money 
supply to stimulate economy in 
a recessionary gap… 
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Investment DemandS&D of Money

The Fed decreases the money 
supply to slow down economy 
in inflationary gap … 
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Wait, why would the Fed ever want to slow down 
the economy? 

To fight inflation!
The role of the Fed is to “take away the punch 

bowl just as the party gets going”. 
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Increasing the Money Supply

Increase 
money supply

Decreases 
interest rate

Increases 
investment

Increases 
AD 25
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Decreasing the Money Supply
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AD 26
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HW 4-2: Read chapter 29 in Mankiew, 
then complete questions for review 1-9.
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