Short Essay Question Responses

1) Who makes up the Feds Open Market Committee? Compare and contrast the FOMC to the US Supreme Court in terms of how they function and the scope of their power.

2) How Does the $21Trillion US debt impact other government spending program?  What risks are there going forward with this much dept?

3) Does proactive fiscal policy work? That is, can the government raise spending and/or cut taxes and avoid or lessen the impact of recessions?

4) Suppose the banking system starts with a combined balance sheet of :

Assets		Liabilties+Net Worth
Bonds 400	Deposits 1000
Loans 500	Net worth 0
Cash 100
The required reserve ratio is 10%. Supose the Fed buys $50 of the banks bonds giving them cash.  What is the next step in the process (e.g what does the bank do with the extra cash?)?

5) Describe the QE policy. How did the Feds Balance sheet change?  How does QE compare to traditional open market operations? 

6) What is Milton Friedmans Quanitity Theory of Money? What role does the velocity equation play in this theory?

7) What events contributed to the Housing Bubble in the US that ultimately burst in 2008?

8) Describe the “Conservative” desired policy response to a recession.

9) [bookmark: _GoBack]Describe “Liberal” desired policy response to recession.
