Free Response Question Banking and Money Supply
1. Use the following balance sheet to answer the following questions.
Delta Bank Balance Sheet
	Liabilities
	Assets

	Demand Deposits
$10,000
	Required Reserves
$2000
Excess Reserves
$1000
Loans
$7000



a) Suppose a customer deposits an extra $5000 in Delta Bank. What is the maximum amount of extra loans that the United Bank can now create? 


b) By how much can Delta bank increase the money supply on its own?



c) What is the total maximum change to the money supply if all banks within the banking system choose to lend out the maximum amount of loans?



d) What is the total change in deposits in the banking system as a result of parts a) through c)?



e) What would be the total change in money supply as a result of a sale of government securities by the Federal Reserve of $10,000?
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f) Suppose a customer deposits an extra $5000 in Delta Bank. What is the maximum amount of extra loans that the United Bank can now create? 


g) By how much can Delta bank increase the money supply on its own?



h) What is the total maximum change to the money supply if all banks within the banking system choose to lend out the maximum amount of loans?



i) What is the total change in deposits in the banking system as a result of parts a) through c)?



j) What would be the total change in money supply as a result of a sale of government securities by the Federal Reserve of $10,000?
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