
THE FED ANDMONETARY

POLICY



WHEN WAS THE FED CREATED?



WHAT IS THE STRUCTURE OF THE FED?



WHAT IS THE STRUCTURE OF THE FED?

How is the Fed both government and 

private?



WHAT IS MONETARY POLICY?

 The Fed’s policy for control of the amount of 

currency available and the rate at which people 

can borrow money





HOW DOES CHANGING THE DISCOUNT

RATE AFFECT THE ECONOMY?

 When the discount rate increases,

 When the discount rate decreases,





HOW DOES BUYING AND SELLING BONDS

CHANGE THE ECONOMY?

 When the Fed buys bonds,

 When the Fed sells bonds,





HOW DOES CHANGING THE RESERVE RATIO

AFFECT THE ECONOMY?

 When the reserve ratio increases,

 When the reserve ratio decreases,





EXPANSIONARY MONETARY POLICY

 When the economy is in recession, the Fed may 

choose to EXPAND the economy by increasing 

the money supply and lowering interest rates.



CONTRACTIONARY MONETARY POLICY

 When the economy is overheating or experiencing 

high inflation, the Fed may choose to 

CONTRACT the economy by decreasing the 

money supply and raising interest rates.














