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Module 5 Exam Summer 20
Student’s Name 
Course title
Date 
Describe in your own words what the Federal Reserve is and why it is called the “Bankers Bank” and Central Bank. Include in your answer the structure of the Federal Reserve.
Solution
Federal Reserve is the central bank of the U.S established in 1913 by the congress with an aim of proving the country with a safer, flexible and more stable both financial and monetary system. It’s called the “Bankers Bank” and Central Bank because it provides services to commercial banks similar to the services that commercial banks do offer to their customers. It further distributes coins and currency to bank, lends money to banks and above all does the processing of electronic payments.
The structure of Federal Reserve consists of the board of governors based in Washington D.C, the Federal Reserve banks which consist of 12 regional Federal Reserve banks and federal open market committee.
List the functions of the Federal Reserve 
Among the functions of the Federal Reserve include the following;
i).Conducting the monetary policy of the nation by influencing the economic conditions of money and credit in search of full employment and unwavering prices.
ii) Overseeing and controlling banks and other major financial bodies in order to ensure the stability and security of the banking and financial system of the nation and to safeguard consumer credit privileges.
[bookmark: _GoBack]iii) To maintain the financial system's stability and mitigate systemic threat that may occur in financial markets.
 3. You are the Federal Reserve Police and you go into UCCC Bank. When you check the vault you see $1.5 million the reserve requirement is 5.0% and on the books are $23 million in outstanding checkable deposits.
a. By how much more in checkable deposits can Bank UCCC expand? Show work.
Solution
1500000/.05 = $30 million. This is maximum checkable deposits allowed.
Current checkable deposits = $23 million
So, possible expansion in checkable reserve = $30-$23
                                                                            =$7 million 
b. What are the excess reserves?  Show work. 
Solution
At given level of checkable deposit = $23 Million,
Required reserve = $23x.05 = $1.15 Million
So,
Excess reserve = 1.5 - 1.15 = $ 0.35 Million
c. Now make up your own Federal Reserve Police problem and solve it. Make sure your problem has excess reserves.  Show work.
Solution
You are a Federal Reserve Police and you go into UCCC Bank. When you check the vault, you see $200,000. The reserves requirement is 6% and on books is $2,200,000 in outstanding checkable deposits.
What is the maximum allowed in checkable deposits?
$200,000/.06= $3,333,333
What are the required reserves?
$2,200,000 x .06= $132,000
By how much can this bank expand the money supply in checkable deposits?
$3,333,333- $2,200,000= $1,133,333
What are the excess reserves?
$200,000- $132,000= $68,000
 
 
 
 
 
 
