Assets, Liabilities, Equity and Balance Sheets
1. 
2. Which of the following best describes an asset?
A. Something that has the potential to provide negative economic benefit to the holder.
B. Something that has the potential to provide economic benefit to the holder.
C. Something that has the potential to provide noneconomic benefit to the holder.
D. Something that gives benefit to the government and its organizations.
3. Which of the following best describes a liability?
A. Something that has the represents negative economic benefit to the holder.
B. Something that has the potential to provide economic benefit to the holder.
C. Something that has the potential to provide noneconomic benefit to the holder.
D. Something that gives benefit to the government and its organizations.
4. Which of the following is correct for the definition of equity?
A. Assets + Liabilities
B. Assets x Liabilities
C. Assets – Liabilities
D. Assets / Liabilities
5. Which of the following is an example of an asset that an individual would own?
A. House
B. Bank Loan
C. Student Debt
D. Money owed to a friend
6. What of the following is an example of an asset that a bank would own?
A. Demand deposits of customers
B. Savings accounts of customers
C. Loans given to customers
D. Deposits from businesses
7. Which of the following is an example of a liability that a bank would own?
A. Demand deposits of customers
B. Loans given to customers
C. Bonds held by the bank
D. Required Reserves
E. Excess Reserves



8. What is the equity of a bank that has $1 million of deposits, $800K of loans and $200K of reserves?
A. 1 million
B. 800K
C. 200K
D. 0
E. 600K
9. What is the equity of a bank that has $2 million of deposits, $2 million of loans and $200K of reserves?
A. $2 million
B. $200K
C. $1.8 million
D. $2.2 million
10. In the AP Macroeconomics course we typically assume that a bank’s equity is equal to ____________, because we assume that banks are _____________________.
A. Positive; not trying to earn profit
B. Negative; trying to earn profit
C. 0; not trying to earn profit. 
D. 0; trying to earn profit.
11. Complete the following balance sheet.
Assume the Required Reserve Ratio is equal to 10%
	Assets
	Liabilities

	Required Reserves = ________
Excess Reserves = _________
Loans = $800
	Deposits = $1000

	
	Equity

	
	0



12. Complete the following balance sheet.
Assume the Required Reserve Ratio is equal to 20%
	[bookmark: _GoBack]Assets
	Liabilities

	Reserves = $400
Loans = _________
	Deposits = $2000

	
	Equity

	
	100
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