                      RECESSION                          INFLATION
                            (too slow of an economy-   (too much $ in circulation / 
                  not enough $ in circulation)             high prices / low $ value)
                         encourage spending (spend!encourage saving/less spend save
                     (Are they trying to expand or contract money supply?)

                                 easy money policy               tight money policy

Reserve                           Lower                                 Raise
  Requirement          (more to lend out)          (less to lend out)
  (amt of $ a bank                   (encourage spending)                   (discourage spending)
must keep on hand/             - it is a % (a bank has)                   - decrease the $ supply/or the amt in
cannot lend out)                   - it’s slow / takes a while to                circulation
                                                  impact the $ supply
Discount

  Rate                              Lower                                   Raise
(it’s the rate that                    (cheaper to borrow)                      (discourage loans/spending)
the member banks

are charged on short

term loans with the Fed)
Open Market

   Operations                     Buy                                  Sell

(it’s the buying & selling          (expands $ supply)                        (contracts $ supply)
of govt securities, such

as bonds (iou’s)                              most used tool – NY

                                        daily basis / trade on the market               
                                    The Fed & securities dealers (brokers)
