AP® MACROECONOMICS
2011 SCORING GUIDELINES

Question 3
6 points (1 +2+1 +1+1)

(a) 1 point:
e One point is earned for calculating the correct required reserve ratio of 0.2.

(b) 2 points:
e One point is earned for stating that the excess reserves will increase by $5,000.
e One point is earned for stating that the change in demand deposits is zero.

(c) 1 point:

e One point is earned for calculating the increase in the money supply:
5 x $5,000 = $25,000.

(d) 1 point:

e One point is earned for stating that the price of bonds will increase because the purchase of bonds
increases the money supply, which decreases the interest rate.

(e) 1 point:
e One point is earned for stating that the cash deposit will not immediately change the money
supply.
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AP® MACROECONOMICS
2011 SCORING COMMENTARY

Question 3
Overview

This question established students’ proficiency with balance sheets, the money multiplier, and the bond
market.

Sample: 3A
Score: 6

The student answers all parts of the question correctly and so earned all 6 points.

Sample: 3B
Score: 4

The student earned 1 point in part (a) for calculating the required reserve ratio. One point was earned in
part (c) for correctly calculating the maximum increase in the money supply, based on the student'’s
incorrect assertion that excess reserves would increase by $4,000. A point was earned in part (d) for stating
that the price of bonds would increase because the Federal Reserve’s bond purchase would lower interest
rates and “bond prices and the interest rate are inversely related.” The student earned 1 point in part (e) for
stating that the cash deposit would have “no immediate effect on ... the money supply.”

Sample: 3C
Score: 2

The student earned 1 point in part (d) for stating that when the Federal Reserve purchases bonds, the price
“increases due to the increased demand for bonds.” One point was earned in part (e) for concluding that
the cash deposit would have “no effect” on the M1 measure of the money supply.
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