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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.  (Also, note by your name if you are not 
registered for this section of 402.)  Good luck! 

1. (Chapter Eleven)  Money-stock growth was remarkably unstable between 1948 and 
1960, compared with the 1867-1948 period.   

2. (Chapter Eleven)  The Treasury-Federal Reserve Accord of 1951 was an agreement 
relieving the Fed of responsibility to support government securities at pegged prices.   

3. (Chapter Eleven)  In the 1950s, the Federal Reserve devised and implemented very 
specific policy rules for “leaning against the wind.”   

4. (Chapter Eleven)  Most of the overall change in the money stock between 1948 and 
1960 can be traced to high-powered money.   

5. (Chapter Eleven)  According to F&S, one factor accounting for the behavior of the 
money stock in the 1950s was the availability of reliable monthly money supply 
data.   

6. (Chapter Twelve)  Velocity fell by an average of 1 percent per year from 1948 to 
1960.   

7. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of 
velocity between 1948 and 1960 was a change in the expected rate of changes in 
prices.   

8. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of 
velocity between 1948 and 1960 was the public’s expectation the economy would be 
more stable in the future than it had been in the past. 
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FRIEDMAN AND SCHWARTZ (F&S) QUESTIONS 
1. (Chapter Eleven)  Money-stock growth was remarkably unstable between 1948 and 1960, compared 

with the 1867-1948 period.  False, see page 592. 

2. (Chapter Eleven)  The Treasury-Federal Reserve Accord of 1951 was an agreement relieving the Fed 
of responsibility to support government securities at pegged prices.  True, see page 612. 

3. (Chapter Eleven)  In the 1950s, the Federal Reserve devised and implemented very specific policy 
rules for “leaning against the wind.”  False, see pages 631 through 633. 

4. (Chapter Eleven)  Most of the overall change in the money stock between 1948 and 1960 can be 
traced to high-powered money.  False, see pages 601 and 602. 

5. (Chapter Eleven)  According to F&S, one factor accounting for the unusual behavior of the money 
stock in the 1950s was the availability of reliable monthly money supply data.  True, see page 637. 

6. (Chapter Twelve)  Velocity fell by an average of 1 percent per year from 1948 to 1960.  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 change in the expected rate of changes in prices.  False, see page 659.  

8. (Chapter Twelve)  According to F&S, a major factor explaining the behavior of velocity between 
1948 and 1960 was the public’s expectation the economy would be more stable in the future than it 
had been in the past. True, see page 673.  

 


