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             Econ 520 F11
Homework 5
10/18, 10/20, due 10/21
1  (25 HW points)  

a)  The relationship between inflation and unemployment is known as the

 ________________ Curve. 

b)  According to the Natural Unemployment Rate Hypothesis, in the long run when inflation is fully anticipated, this curve is (circle one) 


(vertical)  (horizontal)  (upward sloping) (downward sloping)  

when unemployment is on the horizontal axis and inflation is on the vertical axis.  

c)  In the short run, when inflationary expectations are determined by recent prior inflation as with Adaptive Learning, this curve is expected to be (circle one)  


(vertical)  (horizontal)  (upward sloping)  (downward sloping)  

d)  Assuming Adaptive Learning, any attempt to hold unemployment permanently below the “Natural Rate” will result in (circle one) 

stable prices 


a steady but positive inflation


a steady deflation 


an inflation that gradually increases without bound


an immediate collapse of the value of money  to 0 

e)  Assuming Equilibrium (or “Rational”) Expectations, any attempt to hold unemployment permanently below the “Natural Rate” will result in (circle one) 
stable prices 


a steady but positive inflation


a steady deflation 


an inflation that gradually increases without bound


an immediate collapse of the value of money  to 0 

2.  (24 homework  points)   Identify the lowest monetary aggregate that each of the following monetary componts is included in, from the following list:  NA, M1, M1-S, M2, MZM:  

a.  MMDA’s   ______________________

b.  Stock Mutual Funds ___________________

c.  Bond Mutual Funds ____________________

d.  Currency in circulation  ______________________

e.  Retail MMMF’s ____________________

f.  Institution-only MMMF’s _________________

g.  Non-sweep Checking Accounts ​​​​​​​​​​​​​​​​_________________

h.  Retail Sweep Accounts _________________________

g.  Non-bank Repos_________________________

h.  “Small” (<$100,000) CDs ___________________

i.  Large CDs  _____________________

j.  Passbook savings accounts _______________

3.   (9 homework points)  What does each of the following stand for in the context of the preceding problem?  

a.  MMDA ____________________________________________

b.  MMMF ______________________________________________

c.  CD ________________________________________________

4.  (28 HW points)  Which of the following are typically commercial bank Assets (A), Liabilities (L), Both (B), or Neither (N)?:  

a)  Demand Deposits _____

b)  Reserve Deposits with Fed _____

c)  Vault Cash  _____

d)  Treasury Bills _____

e)  Corporate Stock  ______

f)  Fed Funds “purchased”  ______

g)  Fed Funds “sold”  ______

h)  Money Market Mutual Funds  ______  

i)  Money Market Deposit Accounts  _____  

j)  Real Estate Loans  ______

k)  Credit Card Balances ______

l)  Nonbank Repurchase Agreements  _______

m)  Municipal Bonds _______

n)  NOW Accounts _______  

