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f11Qgt14/otJ9o' Mon;tgcx PoQcv. 

Open Markel OperaHoru- om; me Fed buys $ I 0 ,000 
o l securi ties (assume R.R.R.=- .1 J 

Book 1 (before the Fed buy! 
Asse ls Llo b llll les 

R.R. $ 2.000 Dep. $20.000 
E.R. $1 8.000 
T.R . $20,000 

Bank I rotter the Fed buy! 
Assets Uob ilil les 

R.R. $3,000 De p . $30,000 
E,R. $27.000 
T.R. $30,000 

Bonk reserves Inc re ase from $20,000 l o $30,000 

Reserve Requirement Ratto-lowerlng of R.R.R. 

Bonk 2 lot .1 R.R.R.l 
Assets 

R.R. $1 ,800 
E.R. $16.200 
T .R. $18,000 

Liabilities 
Dep. $20,000 

Dep. $18,000 

At R.R.R. = .1 bank reserves total $38,000 

(j 1..0 k + i I 8 k) 

Bank 2 (at .05 R.R.R.J 
Assets 

R.R. $ 950 
E.R. $18.050 
T.R. $19,000 

Liabilities 

Dep. $19,000 

At R.R.R. = .05 bank resell rol<°+\ I Cf k J 
Discount Rate-lowering of (assuming R.R.R. Is .Jl 

Bonk 1 (before the lowering) 
Assets liabilities 

R.R. $2,000 Dep. 
$20.000 

7E.R. $19.000 Fed. Loan $ 
1,000 

T.R . $21 ,000 

BOQk 1 (ofter the lowering) 
Assets Liabilities 

R.R. $ 2.000 Dep. 
$20,000 

E. R. $20,000 Fed. Loon $ 
2.000 

T.R. $22.00'.l 

Bank reserves inc rease from $21 ,000 to l,22.00'.) 

, wuract1qn,uy.Mqn•UUY fol/at 
Open Markel Ol)•rotlon.1-ossurne Fe d seft! 1, 10,000 o f 
securllles fossume R.R.R.=. 1) 

Bank I (before the Fed selljnal 
Asseh Liabilit ie s 

R.R. $ 2,000 I De l'.) . $20,000 
f.R..J~.QQ;l 
f.R. $20,000 

Bank 1 (after !be fed,sellinal 
Asse ts Liabili tie s 

R.R. $1 ,000 Dep. $1 0,000 
E.R. $9,000 
T.R. $10,000 

Bonk reserves d ecrease from $20.000 to $10,000 

Reftrve Requirement Ratio-raising of R.R.R. 

Liabilities I Dep. $20,000 

Bank 2 fat .1 R.R .R.l 
Assets 

R.R. $1 ,800 
E.R. $16.200 
T .R . $18,000 

Dep. $18,000 

Liabilities I Dep. $20,000 

Bank 2 lat .2 R.R.R.l 
Assets 

R.R. $ 3,200 
E.R. $12.800 
T.R . $16,000 

Dep. $16,000 

At R.R.R. = .2 bank rescieJtk3~,, k) 
Discount Ratf-!alslng of (assuming R,R.R. Is .1) 

Bank 1 (before the raisinal 
Assets Liabilities 

R.R. $2,000 

E.R. $19 ooo 
T.R. $21,000 

De p . 
$20,000 
Fed. Lo an $ 
1,000 

Book I ratter 1h e rdslnaJ 
Assets · Uobilitios 

R.R. $ 2,000 Dep. 
$.20.000 

E.R. $18,500 Fed . Loon $ 
500 

T.R. $20,500 

Bank reserves decrease from $21 ,()(X) to $20.500 
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