Questions to Lecture 5 – Money and Inflation
1. Define money. What is the main feature that money has to possess? What types of money did we observe in historical evolution, and what was the main difference between these types?
2. What are the three main functions of money? Explain each of them.

3.  Who regulates the money supply in the Czech Republic? Who regulates the money supply in your country?
4. Define monetary aggregate M1. Would you say it satisfies all functions of money?

5. Define monetary aggregate M3. Would you say it satisfies all functions of money?
6. What are the reserves? What is their role in the regulation of money supply in the economy?
7. How can banks create money? – explain on the example. How much money can banks create? What does it depend on?
8. Based on the simple model presented at lecture, what are the main determinants of money supply in the economy (+ who are the agents that decide about values of these determinants)? From model, what are the variables that central bank cannot control fully?

9. What is monetary base?

10.  State three basic instruments of monetary policy. Explain how each of them regulates money supply.
11.  Write down quantity equation and explain what it represents.

12.  What does the assumption of constant income velocity of money imply for the functional form of money demand function, as well as for determinants of inflation?

13.  What interest rate do we take into consideration in money demand function and why?
14. Explain the idea behind portfolio theories of money demand.

15. Explain the idea behind transaction theories of money demand.
16. Write down the definition (formula) of CPI. How is CPI computed in real life?
17. State 4 basic differences between CPI and GDP deflator.

18. Why does CPI overstate inflation? – explain on the example
19. Why does GDP deflator understate inflation? – explain on the example

20. What is producer price index? What interesting feature, related to the prediction of  overall inflation rate, does it have?
21. Is it true that in time of inflation real wages are decreasing?
22. How might rapid inflation affect college enrollments? 
23. Who gains and who loses from rising housing prices?
24. Are people worse off when the price level rises as fast as their income? Why do people often feel worse off in such circumstance? 
25. If all prices increased at the same rate, would inflation had any redistributive effects?

26. Would it be advantageous to borrow money if you expect prices to rise? Would you want a fixed-rate loan or one with an adjustable interest rate? 
27. What are the main macro consequences of inflation? Explain their impact.

28. When do we observe demand pull inflation?

29. What would happen with aggregate level of prices, if producers would like to reflect increased production costs in the final price, but they would rather decrease the volume of production?
30.  How is hyperinflation defined? What are the usual causes/mechanisms behind the hyperinflation?
31.  Explain the role of monetary and fiscal policy in causing and ending hyperinflation.

