
  

 Quiz: Take It to the Bank

 Question 1a of 10 ( 2 Mediums of exchange 225789 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains how a barter system works?

 

 Choice Feedback

A. Government planners issue commands to all
producers.

*B. Goods and services are exchanged without the
use of money.

Correct! A barter system involves the direct
exchange of goods and services.

C. Workers don't specialize in particular tasks in the
productive process.

D. A central bank controls the kinds of monetary
exchanges that take place.

 

Global Incorrect Feedback

The correct answer is: Goods and services are
exchanged without the use of money. A barter
system involves the direct exchange of goods
and services.

 Question 1b of 10 ( 2 Mediums of exchange 225790 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following involves the direct exchange of goods and services
without the use of money as a medium of exchange?

 

 Choice Feedback

*A. A barter system
Correct! In a barter system, goods and
services are exchanged without the use of
money.

B. A free-market system

C. A government-planned system

D. A fractional reserve banking system

 

Global Incorrect Feedback

The correct answer is: A barter system. In a
barter system, goods and services are
exchanged without the use of money.

 Question 1c of 10 ( 2 Mediums of exchange 225791 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains how the invention of money affected the
barter system?

 

 Choice Feedback

A. The invention of money drastically reduced the
value of goods used in the barter system

B. The invention of money had no effect on the
barter system

*C.
The invention of money supplemented the barter
system by providing a nonperishable medium of
exchange

Correct! Money is a more durable medium of
exchange than most barter goods.

D. The invention of money completely replaced the
barter system with a free-market system

 

Global Incorrect Feedback

The correct answer is: The invention of money
supplemented the barter system by providing a
nonperishable medium of exchange. Money is a
more durable medium of exchange than most
barter goods.

 Question 2a of 10 ( 2 Mediums of exchange 225792 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following pairs is most similar to each other?

 

 Choice Feedback

A. Commodity money and digital money

B. Barter goods and fiat money

C. Digital money and barter goods

*D. Fiat money and digital money
Correct! Digital money is a form of fiat money
that only has value because it has been
declared to have value.

 

Global Incorrect Feedback

The correct answer is: Fiat money and digital
money. Digital money is a form of fiat money
that only has value because it has been
declared to have value.

 Question 2b of 10 ( 2 Mediums of exchange 225793 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following has no value except as a medium of exchange?

 

 Choice Feedback

A. Gold coins

*B. Fiat money Correct! Fiat money only has value because
the government declares that it has value.

C. Barter goods

D. Commodity money

 

Global Incorrect Feedback

The correct answer is: Fiat money. Fiat money
only has value because the government
declares that it has value.

 Question 2c of 10 ( 2 Mediums of exchange 225794 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is a form of fiat money that is commonly used today?

 

 Choice Feedback

*A. Digital money

Correct! Digital money exists only as
numbers transmitted from computer to
computer, and these numbers only have
value because the government declares that
they do.

B. Commodity money

C. Non-perishable money

D. Credit cards

 

Global Incorrect Feedback

The correct answer is: Digital money. Digital
money exists only as numbers transmitted from
computer to computer, and these numbers only
have value because the government declares
that they do.

 Question 3a of 10 ( 2 Mediums of exchange 225795 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains the difference between fiat money and
commodity money?

 

 Choice Feedback

A.
Commodity money must be a precious metal that
people will value because of its beauty and
usefulness.

B. Commodity money is used in a barter system
while fiat money is used in a free-market system.

*C.
Commodity money can be used for some other
purpose while fiat money can only be used as a
medium of exchange.

Correct! Fiat money does not have any value
in itself; it has value only as a medium of
exchange.

D.
Commodity money has value because someone
declares that it has value while fiat money has
value in itself.

 

Global Incorrect Feedback

The correct answer is: Commodity money can
be used for some other purpose while fiat
money can only be used as a medium of
exchange. Fiat money does not have any value
in itself; it has value only as a medium of
exchange.

 Question 3b of 10 ( 2 Mediums of exchange 225796 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following most accurately explains why fiat money has value?

 

 Choice Feedback

A. Fiat money has value because it is a good that
can be used for some purpose.

*B. Fiat money has value because the government
declares that it has value.

Correct! Fiat money does not have any value
in itself; it has value only as a medium of
exchange.

C. Fiat money has value because it is a precious
metal that people value in itself.

D. Fiat money has value because it allows people to
barter for goods and services.

 

Global Incorrect Feedback

The correct answer is: Fiat money has value
because the government declares that it has
value. Fiat money does not have any value in
itself; it has value only as a medium of
exchange.

 Question 3c of 10 ( 2 Mediums of exchange 225797 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following most accurately explains why commodity money has
value?

 

 Choice Feedback

A.
Commodity money must be a precious metal that
people will value because of its beauty and
usefulness.

B. Commodity money only has value because the
government declares that it has value.

C. Commodity money only has value because it
functions as an efficient medium of exchange.

*D. Commodity money is a good that can be used as a
medium of exchange or for some other purpose.

Correct! Commodity money can function as
either a useful good or as a medium of
exchange.

 

Global Incorrect Feedback

The correct answer is: Commodity money is a
good that can be used as a medium of
exchange or for some other purpose.
Commodity money can function as either a
useful good or as a medium of exchange.

 Question 4a of 10 ( 1 Assets and liabilities 225798 )

 Maximum Attempts: 1

 Question Type: Matching

 Maximum Score: 2

 Question: Match the balance sheet entries on the left with their corresponding real-
world features on the right.

 Choice Text Correct
Match   Match Text

 A. Asset B. Debt

 B. Liability C. Equity

 C. Net worth A. Property

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 
 Global Incorrect Feedback

 The correct answers are: Asset: Property;
Liability: Debt; Net worth: Equity.

 Question 4b of 10 ( 1 Assets and liabilities 225799 )

 Maximum Attempts: 1

 Question Type: Matching

 Maximum Score: 2

 Question: Match each term with its correct definition.

 Choice Text Correct
Match   Match Text

 A. Assets B. What someone owes

 B. Liabilities A. What someone owns

 C. Balance sheet C. Statement of financial position

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answers are: Assets: What
someone owns; Liabilities: What someone
owes; Balance sheet: Statement of financial
position.

 Question 4c of 10 ( 1 Assets and liabilities 225800 )

 Maximum Attempts: 1

 Question Type: Matching

 Maximum Score: 2

 Question: Match each term below with its corresponding real-world example.

 Choice Text Correct
Match   Match Text

 A. Asset A. The jewelry someone owns

 B. Liability C. A person's total financial value

 C. Equity B. The amount of credit-card debt a person has

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answers are: Asset: The jewelry
someone owns; Liability: The amount of credit
card debt a person has; Equity: A person's total
financial value.

 Question 5a of 10 ( 2 Banking system 225801 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes a fractional reserve banking system?

 

 Choice Feedback

A.
A banking system in which banks have only partial
control over the interest rates they charge on
loans.

*B.
A banking system in which banks keep a portion of
deposits on hand to satisfy their customer's
demands for withdrawals.

Correct! In a fractional reserve banking
system, banks are required to keep a certain
amount of deposits on hand.

C.
A banking system in which a large portion of the
bank's assets are digital money rather than bills
and coins.

D. A banking system in which net worth is calculated
by subtracting a fraction of liabilities from assets.

 

Global Incorrect Feedback

The correct answer is: A banking system in
which banks keep a portion of deposits on hand
to satisfy their customer's demands for
withdrawals. In a fractional reserve banking
system, banks are required to keep a certain
amount of deposits on hand.

 Question 5b of 10 ( 2 Banking system 225802 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following explains why the government sets a required reserve
ratio for private banks?

 

 Choice Feedback

*A. To make sure banks don't run out of money when
customers make withdrawals.

Correct! The bank's reserves assure that the
bank has enough money on hand to give to
customers who want to make withdrawals.

B. To allow the government to control the interest
rate charged on loans.

C. To prevent banks from printing too much money
and causing inflation.

D. To enable the regulation of risk levels in the
decision process of offering loans.

 

Global Incorrect Feedback

The correct answer is: To make sure banks
don't run out of money when customers make
withdrawals. The bank's reserves assure that
the bank has enough money on hand to give to
customers who want to make withdrawals.

 Question 5c of 10 ( 2 Banking system 225803 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following most accurately describes what banks do with their
excess reserves?

 

 Choice Feedback

A.
Banks invest excess reserves in the currency
exchange market in order to stabilize their
nation's currency.

B.
Banks keep excess reserves on hand to meet
customer's demands for withdrawals during a
bank run.

*C.
Banks use excess reserves to make loans to
customers so that they can make profits on the
interest.

Correct! Excess reserves are those assets
above the required reserve ratio, which are
assets that the bank is free to loan out.

D.
Banks spend excess reserves on expenses such
as rent and salaries that are related to operating
the bank.

 

Global Incorrect Feedback

The correct answer is: Banks use excess
reserves to make loans to customers so that
they can make profits on the interest. Excess
reserves are those assets above the required
reserve ratio, which are assets that the bank is
free to loan out.

 Question 6a of 10 ( 2 Banking system 225804 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following describes the purpose of the Federal Deposit
Insurance Corporation (FDIC)?

 

 Choice Feedback

A. To manage the economy by controlling the money
supply.

B. To set the required reserve ratio for banks in the
United States.

C.
To prevent the demand for withdrawals from rising
above 10 percent.

*D. To make sure customers don't lose money if their
bank fails.

Correct! The FDIC is an insurance company
that pays customers if their bank fails.

 

Global Incorrect Feedback

The correct answer is: To make sure customers
don't lose money if their bank fails. The FDIC is
an insurance company that pays customers if
their bank fails.

 Question 6b of 10 ( 2 Banking system 225805 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes the purpose of the Federal Reserve
Bank?

 

 Choice Feedback

*A. The Federal Reserve Bank manages the U.S.
economy by controlling the money supply.

Correct! The Federal Reserve uses monetary
policy to smooth out the growth of the U.S.
economy.

B.
The Federal Reserve insures deposits to make
sure customers don't lose money if their bank
fails.

C.
The Federal Reserve assures a free-market
system by preventing unnecessary government
regulations.

D.
The Federal Reserve regulates economic activity to
prevent the demand for withdrawals from rising
above 10 percent.

 

Global Incorrect Feedback

The correct answer is: The Federal Reserve
Bank manages the U.S. economy by controlling
the money supply. The Federal Reserve uses
monetary policy to smooth out the growth of
the U.S. economy.

 Question 6c of 10 ( 2 Banking system 225806 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes how the Federal Reserve Bank helps
banks during a bank run?

 

 Choice Feedback

*A.
The Federal Reserve Bank can provide a short-
term loan to banks to prevent them from running
out of money.

Correct! The Fed has a large store of
monetary reserves that can be used to make
overnight loans to banks that are
experiencing a high level of withdrawals.

B. The Federal Reserve Bank acts as an insurance
company that pays customers if their bank fails.

C.
The Federal Reserve Bank has the power to take
over a private bank if customers demand too
many withdrawals.

D.
The Federal Reserve Bank regulates exchanges to
prevent the demand for withdrawals from rising
above the required reserve ratio.

 

Global Incorrect Feedback

The correct answer is: The Federal Reserve
Bank can provide a short-term loan to banks to
prevent them from running out of money. The
Fed has a large store of monetary reserves that
can be used to make overnight loans to banks
that are experiencing a high level of
withdrawals.

 Question 7a of 10 ( 1 Banking system 225807 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes monetary policy?

 

 Choice Feedback

A. Regulating transactions in the currency exchange
market

B. Raising and lowering the foreign exchange rate

C. Determining the design printed on the national
currency

*D. Managing the economy by controlling the money
supply

Correct! Monetary policy is used to prevent
the economy from heating up too fast or
slowing down quickly.

 

Global Incorrect Feedback

The correct answer is: Managing the economy
by controlling the money supply. Monetary
policy is used to prevent the economy from
heating up too fast or slowing down quickly.

 Question 7b of 10 ( 1 Banking system 225808 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following government agencies is responsible for managing the
money supply in the United States?

 

 Choice Feedback

A. The U.S. Mint

B. Congress

*C. The Federal Reserve Bank Correct! The Fed sets the required reserve
ratio and controls interest rates.

D. The Department of the Treasury

 

Global Incorrect Feedback

The correct answer is: The Federal Reserve
Bank. The Fed sets the required reserve ratio
and controls interest rates.

 Question 7c of 10 ( 1 Banking system 225809 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Monetary policy in the United States is carried out primarily by which of the
following agencies?

 

 Choice Feedback

A. The Department of the Treasury

B. The U.S. Mint

C. The Small Business Association

*D. The Federal Reserve Bank Correct! The Fed sets the required reserve
ratio and controls interest rates.

 

Global Incorrect Feedback

The correct answer is: The Federal Reserve
Bank. The Fed sets the required reserve ratio
and controls interest rates.

 Question 8a of 10 ( 2 Banking system 225810 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes the purpose of raising and lowering the
required reserve ratio?

 

 Choice Feedback

A. To stimulate economic growth by making it less
expensive for producers to get loans.

*B. To manage the economy by increasing or
decreasing the amount of loans being made.

Correct! By raising and lowering the required
reserve ratio, the Fed can increase or
decrease the money supply, which enables
the government to manage economic
growth.

C. To regulate the activity of private banks to assure
an equitable distribution of wealth.

D. To make sure that government spending does not
result in either a surplus or deficit.

 

Global Incorrect Feedback

The correct answer is: To manage the economy
by increasing or decreasing the amount of loans
being made. By raising and lowering the
required reserve ratio, the Fed can increase or
decrease the money supply, which enables the
government to manage economic growth.

 Question 8b of 10 ( 2 Banking system 225811 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains why raising the discount rate affects the
money supply?

 

 Choice Feedback

A.
When the discount rate is high, banks have less
incentive to give loans because they make less
profit on these loans.

B. When the discount rate is high, banks can loan
out a larger portion of their reserves.

*C.
When the discount rate is high, banks keep more
reserves on hand to avoid paying a lot to borrow
from the Fed.

Correct! With a high discount rate, banks are
taking a bigger risk by loaning out a lot of
their reserves, so they generally keep more
than the required reserve ratio to minimize
their risk.

D.
When the discount rate is high, banks are able to
charge lower interest rates so that more people
can afford to take loans.

 

Global Incorrect Feedback

The correct answer is: When the discount rate
is high, banks keep more reserves on hand to
avoid paying a lot to borrow from the Fed. With
a high discount rate, banks are taking a bigger
risk by loaning out a lot of their reserves, so
they generally keep more than the required
reserve ratio to minimize their risk.

 Question 8c of 10 ( 2 Banking system 225812 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains why raising the required reserve ratio
results in a decrease in the money supply?

 

 Choice Feedback

A.
When the required reserve ratio is high, banks
have less incentive to give loans because they
make less profit on these loans.

B.
When the required reserve ratio is high, the
inflation rate goes up and people spend less
money.

*C.
When the required reserve ratio is high, banks
must loan out a smaller portion of their reserves,
resulting in fewer loans.

Correct! When banks aren't able to loan out
as much money, there is less money in
circulation.

D.
When the required reserve ratio is high, banks
charge higher interest rates that make loans less
affordable to many people.

 

Global Incorrect Feedback

The correct answer is: When the required
reserve ratio is high, banks must loan out a
smaller portion of their reserves, resulting in
fewer loans. When banks aren't able to loan
out as much money, there is less money in
circulation.

 Question 9a of 10 ( 2 Treasury bonds 225813 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains why Treasury bonds have an effect on
the size of the money supply?

 

 Choice Feedback

*A. The Federal Reserve Bank can buy and sell these
bonds to raise or lower bank deposits.

Correct! By buying and selling Treasury
bonds, the Fed can affect the amount of
bank deposits, which influences the amount
of loans that are able to be made.

B. The amount of Treasury bonds in circulation
affects both unemployment and inflation.

C. The government can spend more money and
charge lower taxes by using Treasury bonds.

D. The interest paid on Treasury bonds influences
the interest rates charged by private banks.

 

Global Incorrect Feedback

The correct answer is: The Federal Reserve
Bank can buy and sell these bonds to raise or
lower bank deposits. By buying and selling
Treasury bonds, the Fed can affect the amount
of bank deposits, which influences the amount
of loans that are able to be made.

 Question 9b of 10 ( 2 Treasury bonds 225814 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes the use of open market operations to
influence the money supply?

 

 Choice Feedback

A. The government spends more money and charges
lower taxes.

*B. The Fed buys and sells Treasury bonds in the
bond market.

Correct! The Federal Reserve Bank can buy
and sell Treasury bonds to raise or lower
bank deposits.

C. Private banks raise and lower interest rates
charged to customers.

D. Currency speculators make profits by exchanging
foreign money.

 

Global Incorrect Feedback

The correct answer is: The Fed buys and sells
Treasury bonds in the bond market. The Federal
Reserve Bank can buy and sell Treasury bonds
to raise or lower bank deposits.

 Question 9c of 10 ( 2 Treasury bonds 225815 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best explains why the money supply is increased when
the Fed buys Treasury bonds?

 

 Choice Feedback

A.
When the Fed buys Treasury bonds, the available
supply of bonds decreases, which drives up bond
prices.

B. When the Fed buys Treasury bonds, there are
more bonds on reserve to enable overnight loans.

C.
When the Fed buys Treasury bonds, the demand
for bond purchases and for money in general is
increased.

*D. When the Fed buys Treasury bonds, it increases
the amount of deposits in people's bank accounts.

Correct! When the Fed adds money to
someone's bank balance, it is adding money
to the money supply.

 

Global Incorrect Feedback

The correct answer is: When the Fed buys
Treasury bonds, it increases the amount of
deposits in people's bank accounts. When the
Fed adds money to someone's bank balance, it
is adding money to the money supply.

 Question 10a of 10 ( 3 Treasury bonds 225816 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following actions is most likely to result in a decrease in the
money supply?

 

 Choice Feedback

A. The Federal Reserve Bank buys Treasury bonds.

*B. The government sells a new batch of Treasury
bonds.

Correct! By selling bonds, the government
will take money out of circulation.

C. The required reserve ratio for banks is decreased.

D. The discount rate on overnight loans is lowered.

 

Global Incorrect Feedback

The correct answer is: The government sells a
new batch of Treasury bonds. By selling bonds,
the government will take money out of
circulation.

 Question 10b of 10 ( 3 Treasury bonds 225817 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following actions is most likely to result in an increase in the
money supply?

 

 Choice Feedback

A. The required reserve ratio for banks is increased.

B. The inflation rate is reported at an all-time low.

*C. The discount rate on overnight loans is lowered.
Correct! By lowering the discount rate, banks
are more likely to loan out money, which
increases the money supply.

D. The government sells a new batch of Treasury
bonds.

 

Global Incorrect Feedback

The correct answer is: The discount rate on
overnight loans is lowered. By lowering the
discount rate, banks are more likely to loan out
money, which increases the money supply.

 Question 10c of 10 ( 3 Treasury bonds 225818 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following actions is most likely to result in an increase in the
money supply?

 

 Choice Feedback

*A. The Fed buys millions of dollars in Treasury bonds.

Correct! By buying Treasury bonds, the Fed
increases the amount of money deposited in
people's bank accounts, which increases the
money supply.

B. The discount rate on overnight loans is raised.

C. The unemployment rate is reported to be rising.

D. The required reserve ratio for banks is doubled.

 

Global Incorrect Feedback

The correct answer is: The Fed buys millions of
dollars in Treasury bonds. By buying Treasury
bonds, the Fed increases the amount of money
deposited in people's bank accounts, which
increases the money supply.
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