AP® MACROECONOMICS
2014 SCORING GUIDELINES

Question 2
6 points 2+2+1+1)
(a) 2 points:

e One point is earned for stating that the Federal Reserve will buy government bonds.
e One point is earned for stating that the price of government bonds will increase.
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(b) 2 points:
e One point is earned for drawing a correctly labeled graph of the money market.

e One point is earned for shifting the money supply curve to the right and showing a decrease in the
nominal interest rate.

(c) 1 point:
e One point is earned for stating that the Federal Reserve purchase will not initially affect
commercial banks' required reserves.

(d) 1 point:
e One point is earned for defining the discount rate as the interest rate that the Federal Reserve
charges banks for borrowing from its discount window.
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AP® MACROECONOMICS
2014 SCORING COMMENTARY

Question 2

Overview

The question asked students to identify and explain the effects of monetary policy. Part (a) asked students
tc identify an open market operaticn necesgsary to target a lower federal funds rate and indicate how that
opan market operation will affect the price of government bonds. Part (b) required students to draw a
money supply and money demand graph ic show the effect of the cpen market cperaticon identified in part
(a} on the nominal interest rate. Fart (¢) asked students to identify the effect of the open market operation
on required reserves. Part (d) asked for a definition of the discount rate.

Sample: 2A
Score: 6

The responsge angwered all parts of the question correctly.

Sample: 2B
Score: 4

The response did not eam 1 peint in part (¢) for stating that required reserves will increass. The response did
not earn 1 point in part (d) for an incorrect definition of the discount rate.

Sample: 2C
Score: 1

The response eamed 1 point in part (a)(ii) for stating that the price of bonds will decrease, because itis
consistent with the incorrect answer in part (a){i), where the response stated that the Federsal Reserve will sell
bonds.
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