Lecture 8: government policies
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The main goal of monetary policy is:
A) Achieve price stability and economic growth </
B) Increase taxes on citizens X
C) Reduce government deficit X
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When the central bank buys government bonds, the effect is:
A) Increase money supply &7
B) Decrease money supply X
C) No effect X
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Which tool is typically used in expansionary monetary policy to stimulate the
economy?

A) Lowering banks’ reserve requirement </
B) Increasing taxes X
C) Reducing government spending X
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Contractionary fiscal policy is usually applied during:
A) High inflation </
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B) Economic recession X
C) Low interest rates X
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Which of the following is a fiscal policy tool?
A) Increasing government spending </

B) Changing the discount rate X

C) Central bank bond purchases X
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Raising the central bank’s discount rate leads to:

A) Higher borrowing costs for commercial banks <7
B) Lower borrowing costs X

C) Increased money supply X
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Expansionary monetary policy aims to:

A) Stimulate the economy during recession &/
B) Reduce economic activity during inflation X
C) Increase government taxes X
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If taxes exceed government spending, the budget is:
A) Surplus &/

B) Deficit X

C) Balanced X
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Which of the following is an example of expansionary fiscal policy?
A) Reducing taxes </
B) Raising the discount rate X
C) Increasing reserve ratio X
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Raising banks’ reserve ratio leads to:
A) Reducing banks’ lending capacity &/
B) Increasing lending capacity X
C) No effect on loans X
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Fiscal policy deals with:
A) Taxes and government spending </
B) Base interest rate X
C) Prices of goods and services X
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In contractionary monetary policy, it is expected that:
A) Money supply decreases and interest rate rises </
B) Money supply increases and interest rate falls X
C) Liquidity and interest rate remain unchanged X
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Expansionary monetary policy helps lower interest rates and encourages
borrowing. &/
- K 55 A0 Al e Sl BSY) (adad (il puall 30y .2
Increasing taxes and reducing spending is expansionary fiscal policy. X
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When the central bank buys government bonds, bank liquidity increases. </
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Fiscal policy aims only to control the interest rate. X
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Lowering reserve requirement allows banks to lend more. </
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Raising the discount rate reduces banks’ lending capacity and slows economic
activity. 7
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A budget deficit occurs when government spending exceeds taxes. &/
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Monetary policy can be used to achieve price stability and economic growth. </
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Raising reserve ratio increases liquidity in the market. X
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Expansionary fiscal policy includes tax cuts and increased government spending.
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Continuous selling of government bonds by the central bank expands money
supply. X
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Contractionary monetary policy is typically used during inflation to control
prices. &7
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