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IN-CLASS QUIZ #9 
Economics 335; Money and Banking 

Spring 2009; Mr. Vaughan 

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

FRIEDMAN AND SCHWARTZ (F&S) QUESTIONS—CHAPTER 10 
1. For 1939 through 1948 considered as a whole, the deposit-to-currency ratio rose.   

2. For 1939 through 1948 considered as a whole, velocity increased sharply.   

3. The Federal government imposed price controls during World War II (1942-46).   

4. The Fed supported the price of federal-government securities during the Second World 
War, effectively surrendering control of high-powered money to the Treasury.   

5. The federal government paid for the bulk of World War II expenditures with explicit 
taxes.   

 

LECTURE/TEXTBOOK 

6. Most commercial banks in the United States hold less than $1 billion in assets.   

7. The percentage of real-estate backed assets (loans and securities) has increased 
dramatically in U.S. banks over the past 20 years.   

8. Capital requirements are intended to reduce moral hazard in banking by making failure 
more costly to bank owners.   

9. The “E” component in the CAMELS framework used by bank supervisors to assess risk 
stands for “exposure to market risk.”   

10. The savings & loan crisis of the late 1980s/early 1990s was triggered by a sharp rise in 
interest rates in the early 1980s.    

  



 

ANSWER KEY – IN-CLASS QUIZ #9 
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Spring 2009; Mr. Vaughan 

FRIEDMAN AND SCHWARTZ (F&S) QUESTIONS—CHAPTER 10 
1. For 1939 through 1948 considered as a whole, the deposit-to-currency ratio rose.  TRUE, see table 

23 on pages 548 and 549. 

2. For 1939 through 1948 considered as a whole, velocity increased sharply.  FALSE, see chart 45 on 
page 547.   

3. The Federal government imposed price controls during World War II (1942-46).  TRUE, see page 
557. 

4. The Fed supported the price of federal-government securities during the Second World War, 
effectively surrendering control of high-powered money to the Treasury.  TRUE, see pages 562-63. 

5. The federal government paid for the bulk of World War II expenditures with explicit taxes.  TRUE, 
see page 571. 

 

LECTURE/TEXTBOOK 
6. Most commercial banks in the United States hold less than $1 billion in assets.  TRUE 
7. The percentage of real-estate backed assets (loans and securities) has increased dramatically in U.S. 

banks over the past 20 years.  TRUE 
8. Capital requirements are intended to reduce moral hazard in banking by making failure more costly to 

bank owners.  TRUE 
9. The “E” component in the CAMELS framework used by bank supervisors to assess risk stands for 

“exposure to market risk.”  FALSE, it stands for “(E)arnings strength.” 
10. The savings & loan crisis of the late 1980s/early 1990s was triggered by a sharp rise in interest rates 

in the early 1980s.   TRUE 
 
 


