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1-Which of the following three expressions uses the economists’
definition of money?

a. "How much money did you earn last week?"

b. "When | go to the store, | always make sure that | have

enough money.”

¢. "The love of money is the root of all evil.”

2-Rank the following assets from the most liquid to least liquid
a. Houses (®©

b. Checking account deposits @

¢. Saving deposits @

d. Common stock (@

3-For each of the following assets, indicate which of the
monetary aggregates (Ml and M2) includes them:
a. Currency “wwluded in ML, M2

b. Small-denomination time deposits Y+ inctndect e ML, onlg n
c. Checkable deposits wwluded i ML, M2
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Question 1: Money Supply

For each of the following assets, indicate which of the monetary
aggregates (M1 and M2) includes them:

- Money market account

- Traveler’s checks
Question 2: Money Market

lllustrate each of the following situations using supply and demand curves
for money. In each case explain what happens to the equilibrium interest
rate. Below each graph, write a simple economic analysis.

a. The Fed increases the discount rate during high inflation.
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“High Inflation is threatening social stability in
China, soaring from 3.3 percent in March 2007 to
8.3 percent in March 2008....The proximate cause of
price growth since mid-2007 is the appearance of
production bottlenecks as domestic demand
exceeds supply in an increasing number of
sectors.....The prolonged rapid increase in Chinese
aggregate demand has been fueled by an
investment boom, as well as a growing trade
surplus” [Brookings Institution, July 2, 2008]. Is
China experiencing demand-pull or cost-push
Inflation? Draw a graph to explain your answer.
Below the graph, write a simple economic analysis.
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1. The bank will purchase commodities from Supplier A and pay the sale price on spot. (First Sale)
2. After owning the commodities, the bank will sell them to Customer based on Murabaha but sale price will be paid on deferred. (Second Sale)

3. After owning the commodities, Customer (or through his agent) sells them to Supplier B and will be paid the sale price immediately. (Third Sale)
https://www.kfh.com/en/home/Personal/Financing/Tawaroug-Q-A.html
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