
Solutions
Each answer shows the steps, then the result.

2.1

• banks keep only a fraction of deposits as reserves and lend the rest

2.2

• 1

0.20
= 5

2.3

• it increases (the loans become new deposits elsewhere)

3.1 B

3.2 B

3.3

(a)

• 1

0.10
= 10

(b)

• 2000× 10 = $20 000
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