﻿4.3 Definition, Measurement and Functions of Money
1. Money is anything that:
A. serves as a medium of exchange for goods and services.
B. can be converted into silver with relatively little loss in value.
C. can be converted into gold with relatively little loss in value.
D. that is traded in the stock market.
E. serves as a financial asset.
2. Which of the following is an asset that most people would consider money? 
A. your house
B. your shares of stock in a company
C. your checking account balance
D. your car
E. your retirement savings.
3. Money is:
A. any asset the government says is money.
B. any asset that can easily be used to purchase goods and services.
C. any asset that has a positive value.
D. any asset the government says is money and that has a positive value.
E. any asset that can be exchanged in a market.
4. When you are using money to purchase a new MP3 player, money is serving as a:
A. store of value.
B. unit of barter.
C. unit of account.
D. double coincidence of wants.
E. medium of exchange.
5. An example of a double coincidence of wants is:
A. a car mechanic who wants a TV finding an owner of an electronics store who wants a car repaired.
B. a car dealer who wants a TV finding an electronics store owner who wants money.
C. an electronics store owner who wants car repairs finding a car mechanic who wants money.
D. a car dealer who wants a new employee finding a car mechanic who wants money. E. a car mechanic who wants a TV finding an owner of an electronics store who wants a sack of potatoes.
6. The narrowest definition of money excludes:
A. currency in the vault at the bank.
B. traveler's checks.
C. currency in circulation.
D. checkable bank deposits. E. coins in circulation.﻿
7. "Tuition at State University this year is $8,000." Which function of money does this statement best illustrate?
A. store of value
B. medium of exchange
C. unit of account
D. means of deferred payment
E. near money
8. Commodity-backed money is:
A. a medium of exchange with no intrinsic value.
B. equivalent to commodity money.
[bookmark: _GoBack]C. a medium of exchange which has alternative economic uses.
D. gold and silver coins used for exchange.
E. equivalent to fiat money.
9. When we use money to buy groceries, money is playing the role of a:
A. medium of exchange.
B. reserve of wealth.
C. unit of account.
D. store of value.
E. corporate bond.
10. When you discover money in your coat that you placed there last winter, you unexpectedly find you were using money as a(n):
A. medium of exchange.
B. expander of economic activity.
C. factor of production.
D. store of value.
E. instrument of barter.
11. When we put a price on a meal, money is playing the role of
A. medium of exchange.
B. unit of account.
C. barter token.
D. store of value.
E. factor of production.
12. The primary difference between M1 and M2 is that:
A. the dollar amount of M1 is much larger than the dollar amount of M2.
B. M1 includes checkable deposits, but M2 does not.
C. M2 includes checkable deposits, but M1 does not.
D. M2 includes time deposits, but M1 does not.
E. M1 includes savings deposits and time deposits, but M2 does not.
13. Suppose you find a $50 bill that you put in a coat pocket last winter. If you deposit it in your checking account:
A. M1 increases by $50.
B. M2 increases by $50.
C. M1 and M2 both increase by $50.
D. there is no change in M1 or M2.
E. M1 increases by $50 and M2 decreases by $50.
14. Currency in the United States today is  ______ money.
A. fiat
B. intrinsic
C. commodity
D. commodity-backed
E. barter
15. Money whose value derives entirely from its official status as a means of exchange is known as:
A commodity money.
B. commodity-backed money.
C. fiat money.
D. bank reserves.
E. silver certificates.
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16. Use Table 23-1. Consider the information in the table. The value of M1 is:
A. $880 billion.B. $895 billion.C. $1990 billion. D. $920 billion.E. $1050 billion.
17. Use Table 23-1. Consider the information in the table. M2 should be:
A. $2805 billion.B. $3340 billion.C. $3355 billion.D. $2005 billion.E. $2830 billion.
18. Suppose Ronny decides to withdraw all the cash out of his checking account and open a single time deposit account at the same bank. As a result of this transaction:
A. M2 falls but M1 remains unchanged.
B. M1 and M2 both fall.
C. M1 and M2 both remain unchanged.
D. M1 falls but M2 remains unchanged. E. M1 and M2 both rise.
19. ﻿If currency in circulation is $100 million, demand deposits are $500, savings deposits are $300 million then the M1 money supply is:
A. $100 million.B. $410 million.C.$610 million.D.$900 million.E. $600 million.
20. Suppose you transfer $500 from your savings account to your checking account. With this transaction, M1 and M2
A. increased; decreased
B. stayed the same; stayed the same
C. decreased; decreased
D. stayed the same; decreased
E. increased; increased
21. Which of the following is part of M1?
A. short-term certificates of deposit (CDs) B. shares of corporate stock
C. currency in a bank's vault
D. checking account balances
E. the loans made by banks to households.
22. The Fed reports two main monetary aggregates. They are:
A. M2 and total debt.
B. M1 and currency held by banks.
C. M1 and M2.
D. M1 and total stock purchases.
E. M1 and total Treasury bills outstanding.
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23. Use Table 23-2. The money supply measured by M1 is:
A. $325 billion.B. $450 billion. C. $1,425 billion. D. $1,875 billion. E. $475 billion.
﻿24. In order for an asset to be considered money, it must be:
A. able to serve as medium of exchange, standard unit of account, and store of value.
B. available in sufficient quantities and designated as such by law.
C. fiat money also.
D. backed by some precious commodity such as gold.
E. also useful as a commodity.1
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Monetary Aggregates (in billions)

Currency in circulation $500
Money market funds 550
‘Time deposits 800
Savings deposits 1110
Checkable bank deposits 380
Traveler's checks 15
American Express gift cards 25

Table 23-1: Monetary Aggregates
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Components of the Money System (billions of dollars)

Currency $100
Checkable deposits 300
Travelers checks 50
Small-denomination fime deposits 700
Savings deposits. 75
Money market mutual funds (imndividuals) 500
Large-denomination time deposits 200

Table 23-2: Components of the Money System





