		Surname 1


		Surname 3

Title: 
Professor:
Date:
 1. What are three ways that the Federal Reserve Board controls the nations money supply? The Federal Reserve System (Links to an external site.)Links to an external site.
1. Open market operations 
The Fed can "compose a check" to purchase securities and in this way rise the cash supply for activities such as purchase back government securities in the market. Fed doesn't need to pay the cash for a written check. An expansion in the nation's cash supply invigorates the economy. In like manner, if the Fed offers securities, the cash paid is supplied into the market and moderates the economy as well. 
2. Changing the interest rates  
The Fed can raise or lower financing costs by evolving: the discount rate (the financing cost that Fed charges puts money on loans), as well as the Federal Funds rate (or Fed Funds rate), the rate banks charge each other on here and now advances. At the point when the Fed raises or brings down financing costs, banks raise or bringing down their prime rate (the rate banks charge on advances to its most reliable clients). A lessening of the loan cost flags an expansionary money related arrangement. By lessening the enthusiasm of its credits to banks, Fed enables banks to loan out cash at low rates. More organizations and people will take out credits, accordingly emptying more cash into the economy. 
3. Reserve requirements  
All banks that are members of the Federal Reserve System are required to keep up a minimum balance in a reserve account with the Fed. The minimum balance amount depends with the aggregate deposits of clients. These balances are known as "reserve requirements." Lowering the reserve requirements for different banks has the same expansionary impact. This enables banks to make more loans with the deposits it has and along these lines empowers the economy by expanding the cash supply.
 2. Many economists now feel that M2 is a more important indicator than M1. Why is this?
The M2 is closely monitored as an indicator of the financial economy than the M1 because of a number of reasons. The cash equivalents of the M2 are collectively liquid and that they can be utilized without penalty costs or delays. The M2 clearly indicates to the economists on a number of financial crisis such as inflation when they are around the corner. This can give the economists time to come up with remedies of the same before the economic crisis happen. In measurement of money supply, the M2 includes all the elements of “near money” and any other market instrument that is important in understanding the money market. M2 uses a broader money classification as compared to the M1 and this is a good tool to test the market.  
 3. As you know the economy has changed dramatically in the last 4 years. Our banking and finance system once the envy of the world has come under a new scrutiny. How you have been affected by the financial crisis and how you plan to protect yourself in the future.
The financial crisis has affected a number of areas in the general market system. For example it has affected the pricing of goods. You will find that you have to spent a lot for less because goods and services have been priced high. Investment has also been a challenge since there is reduced profit margin. This has become a challenge more so to the small-businesses. There is less money to invest. Banks are not giving out money to investors as they used to. So personally, I need money to invest in my business projects but it has become a challenge to get financing from banks today in order to run a business or start a business. How I plan to protect myself in the future from the adverse effects of the financial crisis we are experiencing in the market include; reducing of overspending and sticking to the budget in order to avoid unnecessary spending.
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