AP® MACROECONOMICS
2016 SCORING GUIDELINES

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

(a) 1 point:
X One point is earned for statingthat new loans are zerdecause the bank has n@xcess reservegor
because thebank is already fully loaned up)

(b) 1 point:
X One point is earned forcorrectly calculating the maximum amount of new loanghat First Superior
Bank can make as$90(= $100 x (1 — 0.1Q))

(c) 2 points:
X One point is earnedfor correctly calculating the maximum change ovetime in loans in the
banking systemas $900(= $90 x10).

X One point is earned for correctly calculating the maximum change ovedime in demand deposits in
the banking system & $1,000 € $100x 10).

(d) 1 point:
X One point is earnedfor correctly calculating the maximum change ovetime in the money supply
in the banking systemas$900 € $90 x 10).

(e) 1 point:
x One point is earned for stating that themoney supply can be smaller than the maximum change
identifi ed when the public holds more money and /or banks hold more excess reserves.
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AP® MACROECONOMICS
2016 SCORING COMMENTARY

Question 2

Overview

This question addressed the ability of banks to make loans, create deposits, and change the money supply.
A balance dheet (T-account) of one bank is provided and the required reserve ratio is given, on the basis
which students were asked in part (a) to explain the dollar value of new loans that the bank can make. In part
(b) students were required to calculate the maximum amount of new loans thabuld be made on the basis of
a cash deposit. In part (cktudents were required to calculate the maximum amount of loans and demand
deposits in the banking system based on the cash deposit from part (b). In part (d) studentsre asked to
calculate the maximum change in the money supply based on the cash deposit from pgh). In part(e)
students were asked to provide one reason why the actual change in money supply can be smaller thha
maximum change calculated in part (d).

Sample: 2A
Score: 6

The student answess all parts of the question correctly and earned all the points.

Sample: 2B
Score: 3

The studentdid not earn the first point in part (¢ for incorrectly calculating the maximum change over
time in loans in the banking system as $1,000. The studemtid not earn the second point in part (c) for
incorrectly calculating the maximum change over time in demand deposits in the banking system as
$1,100. The studendid not earn 1 point in part (d) for incorrectly calculating the mximum change over
time in the money supply in the banking system as $1,100.

Sample: 2C
Score: 1

The student earned 1 point in part (e) focorrectly stating that banks can hold more cash tharust the
required reserve ratio andhat “people could be holding cash.”
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