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INSTRUCTIONS: Each question is equally weighted.  Please write your name and complete word (“True” 
or “False”) legibly in the space to the left of the question.  Good luck! 

1. (Chapter Eleven)  The 1950s did not feature a recession.   

2. (Chapter Eleven)  Between 1948 and 1960, the deposit-to-currency ratio contributed 
more to the overall change in the money stock than the deposit-to-reserves ratio.   

3. (Chapter Eleven)  Reserve requirements were not altered between 1948 and 1960.   

4. (Chapter Eleven)  Although the Treasury and Fed agreed in 1951 the Fed would no 
longer support government bond prices, the Fed did not formally forswear such 
support as a formal policy objective until 1953.   

5. (Chapter Twelve)  According to F&S, the Treasury-Fed Accord came about in large 
part as the result of interagency conflict.   

6. (Chapter Twelve)  According to F&S, the most distinctive feature of the postwar 
(1948-1960) period was a sharply rising trend in velocity.   

7. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of 
velocity between 1948 and 1960 was a rise in nominal interest rates.   

8. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of 
velocity between 1948 and 1960 was development of money substitutes such as 
shares in savings and loan associations.   
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FRIEDMAN AND SCHWARTZ (F&S) QUESTIONS 
1. (Chapter Eleven)  The 1950s did not feature a recession.  False, see page 602 (chart 53) 

2. (Chapter Eleven)  Between 1948 and 1960, the deposit-to-currency ratio contributed more to the 
overall change in the money stock than the deposit-to-reserves ratio.  False, see page 602. 

3. (Chapter Eleven)  Reserve requirements were not altered between 1948 and 1960.  False, see chart 
54 on page 603. 

4. (Chapter Eleven)  Although the Treasury and Fed agreed in 1951 the Fed would no longer support 
government bond prices, the Fed did not formally forswear such support as a formal policy objective 
until 1953.  True, see page 625. 

5. According to F&S, the Treasury-Fed Accord came about in large part as the result of interagency 
conflict.  False, page 626. 

6. (Chapter Twelve)  According to F&S, the most distinctive feature of the postwar (1948-1960) period 
was a sharply rising trend in velocity.  False, see page 639. 

7. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of velocity between 
1948 and 1960 was a rise in nominal interest rates.  False, see page 657.  

8. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of velocity between 
1948 and 1960 was development of money substitutes such as shares in savings and loan 
associations.  False, see page 672.  

 


