The U.S. Money Supply
Instructions: Create space below and type or write your answers to the following critical-thinking questions. When you are done, submit your work as an email attachment. 
[bookmark: _GoBack](4 questions, 100 points possible)
The questions will require Internet research. Give complete answers in your own words. 
Fig. 1: The definitions of M1, M2, and M3
[image: Image result for m1 m2 m3]
Question 1: Use this website http://www.tradingeconomics.com/united-states/money-supply-m1 to research the following. Be sure to use the correct units! 
a. What is the most current value for M1? In other words, how much currency is in circulation, including money in checking accounts? 
b. What is the most current value for M2? In other words, the total of M1 + savings accounts? 

Fig. 2: The government has been printing money – lots of it recently.
Question 2: Do Internet research and explain what is meant by QE 1,2,3? Don’t just give me the names, explain what these are. Why did the U.S. government want to suddenly increase the money supply like this? What’s the story behind QE 1,2,3? 
[image: C:\Users\Me\AppData\Local\Microsoft\Windows\INetCache\Content.Word\US_monetary_base_since_1918[1].gif]





Fig. 3: The true value of the Dollar has been eroded. This is what “inflation” does.

[image: C:\Users\Me\AppData\Local\Microsoft\Windows\INetCache\Content.Word\US_dollar_purchasing_power_vs_gold_1774-2012[1].gif]
Question 3: What is this graph showing? What does it mean? What is meant by “purchasing power”? What’s going on? 

Question 4: Who does inflation help? Who does it hurt? Do Internet research and think about it before answering. 

image1.gif
Depmlsm&mﬁeﬂ:peﬁoﬂdmtnewm!nmdm

|Repurchase agreements
‘market fund (MMF) sharesfunits.





image2.gif
Meonetary Base Since 1918

Q QE3

1500

Monetary Base (Bn USD)

1000

2 8 8 8 8 ¢ % 2 B 3 8B R BB 8 3 8
e ¢ g 28 8@ @ & & & & & ¢ g g @ @aVE

——-St. Louis Adjusted Monetary Base

2003
2008
2013




image3.gif
US Dollar Purchasing Power: 1774 to 2008 (log scale)

— Gold Standard 1774 = 100 - as deflated by the CPI — Fiat Curency

Last=3.59

Jan 1914 - FRB system establshed

1200 1850 1900 1950 2000
Source: BLS ninwsharelyns.com

200

100

50

2

Purchasing Pawer





