5.2 Chequeo de lectura Módulo 5
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Respondé el siguiente cuestionario

1. Central banks have political independence.
Falso
Verdadero
Not all Central Banks have political independence. Most countries have a central bank to oversee their banking system. The central bank may be owned and controlled by the government or it may have considerable political independence. 

2. Central banks control money supply only by holding reserves.
Falso
Verdadero
Some central banks are responsible for monetary policy, trying to control the rate of inflation to maintain financial stability. This involves changing interest rates to protect the value of the currency. This means changes in the discount rate for short term loans to commercial banks, by which the lower interest rates are, the more money people and business borrow, increasing the money supply. Changing commercial banks reserve-asset ratio: the percentage of deposits a bank has to keep in its reserves when depositors want to withdraw their money. The more a bank has to keep, the less it can lend. Buying and selling treasury bills in open-market operations with commercial banks.  If the Central Bank buys back these bills, they will supply commercial banks with more money to lend.

3. The US Federal Reserve sells government bonds to fund government activities.
Verdadero
Falso
The Fed processes U.S. savings bonds and auctions other kinds of securities for the U.S. Treasury to provide funds for various government activities.
4. A bank run occurs when the reserve ratio is changed.
Verdadero
Falso
If one bank goes bankrupt, it can quickly affect the stability of the whole financial system. And if depositors think a bank is unsafe they might all try to withdraw money. If this happens, it is called a bank run or run on the bank. The bank will quickly use up its reserves. 
5. As lenders of last resort, central banks often bail out banks in difficulty to prevent a banking crisis.
Falso
Verdadero
Central Banks also act as the lender of last resort to prevent a banking crisis, lending money to banks in difficulty to allow them to make payment. But central banks do not always bail out (or rescue) banks in difficulty, because this could lead banks to take risks that are too big.

6. Changes in the discount rate, set by central banks, cause the prime rate, set by commercial banks, to change.
Verdadero
Falso
The discount rate is the one set by the Central Bank to lend short-term funds to commercial Banks. When this rate changes, the commercial Banks change their own base rate or prime rate, the rate they charge their most reliable customers like large corporations. This is the rate from which they calculate all their deposit and lending rates for savers and borrowers.
7. Credit worthiness implies that the lower the borrower's solvency, the higher interest rate they pay.
Verdadero
Falso
The rate borrowers pay depends on their creditworthiness, also known as credit standing or credit rating. This is the lender’s estimation of a borrower’s present and future solvency: their ability to pay. The higher the borrower’s solvency, the lower interest rate they pay. 

8. One of the monetary policies Central Banks use is buying back treasury bills so commercial banks can have more money to borrow
Falso
Verdadero
When Central Banks buy back treasury bills, they will supply commercial banks with more money to lend.

9. Pegging is a mechanism used by central banks to keep the value of the national currency at a constant exchange rate against a foreign currency value.
Falso
Verdadero
10. Central banks cannot manage floating exchange rates as they are subject to market forces of supply and demand.
Verdadero
Falso
This floating exchange rate is determined by market forces of supply and demand. Therefore, governments and central banks try to change the value of their currency by using foreign currency reserve to buy their own currency, in order to raise its value or selling to lower it. These resulting rates are known as managed floating rates. 
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