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List of Key Concepts for Exam 3 (Final Exam)
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Chapter 13
money and its functions: unit of account, medium of exchange, store of value, etc.

properties of gold and silver as money

difficulties of barter, double coincidence of wants

monetary standard: commodity standard and paper (fiat) standard

mono and bi-metallism

Gresham’s law

gold standard

a brief history of money in the United States 

liquidity

money and near money

demand deposit

monetary aggregates: M1, M2, M3, L

financial intermediaries: depository and non-depository institutions

commercial banks, savings and loans associations, mutual savings banks, credit unions

total reserves, required reserves, excess reserves, loans 

required reserve ratio

balance sheet: assets, liabilities, and net worth (capital)

government securities

brief history of  the Federal Reserve System (Fed)

Federal Reserve Act 

lender of last resort

run on the bank

Great Depression and the Banking Reform Act of 1933

functions of the Fed

structure of the Fed

regional or reserve banks

board of governors

open market committee

techniques used by the Fed to manage the monetary system 

open market operation, changing required reserve ratio, changing discount rate, moral suasion, special credit controls

Fed funds rate

Treasury bills, notes and bonds

effect of buying and selling government securities by the Fed on demand deposit and money supply

demand deposit multiplier

leakage into cash

Chapter 14
transaction demand for money

speculative demand for money

discount bonds, face value, and interest rate on bonds

total demand for money

supply of money

equilibrium in the Keynesian money market

disequilibrium in the Keynesian money market

excess supply of money and excess demand for bonds

inverse relation between bond prices and interest rate

effect of Fed’s monetary policy on the rate of interest

inverse relation between investment and interest rate

changes in the interest rate and shifts in the 

consumption function

effect of monetary policy on aggregate expenditure and GDP

effect of fiscal policy on demand for money and interest rate

active and passive monetary policy

Stopped Here!

Chapter 15
derivation of the aggregate demand (AD) curve 

demand shocks and shifts in AD

derivation of the aggregate supply (AS) curve (the usual way and H&L’s way)

supply shocks and shifts in AS 

AD/AS and macroeconomic equilibrium in the short-run

changes in AD/AS 

macroeconomic equilibrium in the long-run 

effectiveness or ineffectiveness of monetary policy

self-correcting mechanism

stagflation
Chapter 16
Phillips curve and its history 
neo-Keynesian interpretation of Phillips curve

monetarists and their explanation of Phillips curve

short-run and long-run Phillips curve

natural rate of unemployment

adaptive expectation

new-Classicals and their explanation of Phillips curve

rational expectation

Fed’s monetary policy since 1970s

Federal Reserve Banking Act of 1978

Fed’s response to shifts in money demand

interest rate targeting

Fed’s response to shift in AD

Fed’s response to shift in AS

Hawkish and Dovish policies

monetary policy in the real world

