Financial Markets & Monetary Policy: Are you up to Spec?
Task: Type the answers to the questions below onto a separate sheets of A4 paper (use the sources at the bottom of the page to help you complete this work). 
Use the question as a heading.

1. Identify 4 functions of money 
2. Identify  characteristics of money

3. Explain the difference between ‘narrow money’ and ‘broad money’

4. Which type of money is there more of in the economy – narrow or broad?
5. Explain the difference between the ‘money market’, ‘capital market’ and ‘foreign exchange market’
6. Explain the difference between ‘primary’ and ‘secondary’ Financial Markets

7. Explain the role of Financial Markets in the wider economy
8. Identify the difference between ‘debt’ and ‘equity’

9. Explain one benefit and one drawback of a business raising finance through ‘debt’

10. Explain one benefit and one drawback of a business raising finance through ‘equity’

11. Identify the formula for calculating the current yield of a bond

12. Explain how the ‘nominal value’, ‘maturity date’ and ‘coupon’ are inter-related

13. Use an example to explain the inverse relationship between bond prices and bond yields – include a calculation in your answer
14. What is the name of the UKs Central Bank

15. Identify the 2 main functions of the UKs Central Bank
16. In terms of macroeconomic stability, what is the BoEs primary focus

17. Explain what is meant by the term ‘lender of last resort’

18. Identify the 3 tools of Monetary Policy at the disposal of the BoE
19. Explain how, through the ‘monetary policy transmission mechanism and asset prices’, the BoE can alter the ‘bank rate’ to achieve macroeconomic objectives
20. What is the ‘time lag’ associated a change in the bank rate and the full impact on Real GDP and inflation

21. What factors will be considered by the BoEs ‘Monetary Policy Committee’ when setting the bank rate

22.  Explain how a change in interest rates will affect the exchange rate
23.  What forward guidance 
24. Explain the impact that ‘forward guidance’ was intended to have on the macro economy
25. Explain the ‘Funding for Lending’ scheme
26. Explain, using bullet points (chains of analysis), how QE affect AD

27. Name one commercial bank and one investment bank

28. Identify 2 functions of a commercial bank
29. Identify 2 functions of an investment bank
30. Identify the main functions of a commercial bank
31. Explain the difference between an ‘asset’ and a ‘liability’ of a commercial bank – provide an example of each

32. Explain what is meant by the term ‘liquidity’


Example 
1. Identify 4 functions of money 
· Durability i.e. it needs to last

· Portable i.e. easy to carry around, convenient, easy to use

· Divisible i.e. it can be broken down into smaller denominations

· Hard to counterfeit - i.e. it can’t easily be faked or copied

· Must be generally accepted by a population

· Valuable – generally holds value over time
Help with completing this homework





The Financial markets and monetary policy booklet.


The Bank of England website - � HYPERLINK "http://www.bankofengland.co.uk/what/Pages/default.aspx" �http://www.bankofengland.co.uk/what/Pages/default.aspx�


Tutor2u - � HYPERLINK "https://www.tutor2u.net/economics/topics/group/financial-markets-key-terms" �https://www.tutor2u.net/economics/topics/group/financial-markets-key-terms�


Powell A2 text book in the library P226 - 257














