Money Multiplier Questions
Note: For each question, identify if it is a ‘normal MS question’, a ‘buy and sell bonds/money not in MS before question’ or a ‘deposits question’. 
1. If a customer deposits $5,000 into a bank and the reserve ratio is 10%, how much can the money supply increase?

2. If a customer withdraws $1,000 from a bank and the reserve ratio is 20%, how much can the money supply decrease?

3. How much can deposits increase if a bank customer deposit $1,000 and the reserve ratio is 12.5%?


4. If a customer withdraws $2,500 from a bank and the reserve ratio is 25%, how much can the money supply decrease?


5. If the reserve ratio is 12.5% and the Fed sells $800 million in government securities, what is the maximum potential decrease in the money supply?


6. If the reserve ratio is 25% and customer deposits increase by $250 million, how much can deposits increase?


7. If a customer deposits $10,000 into a bank and the reserve ratio is 8%, how much can the money supply increase?


8. If the reserve ratio is 15% and the Fed buys $750 million in government securities, what is the maximum potential increase in the money supply?



9. If the reserve ratio is 8% and the Fed buys $1.2 billion in government securities, what is the maximum potential increase in the money supply?



10. If the reserve ratio is 11% and the Fed sells $500 million in government securities, what is the maximum potential decrease in the money supply?


11. If a customer deposits $10,000 into a bank and the reserve ratio is 20%, how much can the total deposits increase?


12. If a customer deposits $10,000 into a bank and the reserve ratio is 20%, how much can the money supply increase?

13. If the reserve ratio is 6% and the Fed buys $900 million in government securities, what is the maximum potential increase in the money supply?



14. If the reserve ratio is 10% and customer deposits increase by $500 million, how much can deposits increase?

Answers
1. [bookmark: _GoBack]Normal question: Change MS = 4500 x 1/0.1 = 45000
2. Normal question: Change MS = - 800 x 1/0.2 = -4000
3. Deposits question: Change deposits = 1000 x 1/0.125 = 8000
4. Normal Question: Change MS = - 1875 x 1/0.25 = -7500
5. Buy and sell bonds question: Change MS = - (800 million x 1/0.125) = -6400
6. Deposits question:  Change deposits = 250 x 1/0.25 =  1000 million = 1 billion
7. Normal Question: Change MS = 9200 x 1/0.08 = 115,000
8. Buy and sell bonds question: Change MS =  750  x 1/0.15 = 5000
9. Buy and sell bonds question: Change MS = (1.2 bill x 1/0.08) = 15 billion
10. Buy and sell bonds question: Change MS = - (500 x 1/0.11) = 4545.45
11. Deposits question Change deposits = 10,000 x 1/0.2 = 50,000
12. Normal Question: Change MS = 8000 x 1/0.2 = 40,000
13. Buy and sell bonds question: Change MS = 900 mill x 1/0.06 = 15,000 mill = 15 billion
14. Deposits question: Change deposits = 500 mill x 1/0.1 = 5000 million = 5 billion
