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Macroeconomics 201 Discussion Session Exercise #9 
 
1. What are the three ways the Fed can use to try to affect the money supply? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. What are the three kinds of demand for money in Keynes and how are they 

determined?  Draw the money demand function. 
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3. Compare and contrast the exogenous and endogenous views of the money supply 
process. Integrate the endogenous view into the Keynesian analysis of the investment-
saving relation. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
4. What are the institutional mechanisms through which banks can extend their lending 

capacity beyond the limits imposed by reserve requirements? 
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5. Outline Keynesian Expansionary Monetary Policy (KEMP) and Keynesian Anti-
Inflationary Monetary Policy (KAIMP).  What are the limitations of KEMP and 
KAIMP? 


