Banks and the multiple creation of credit

1. Suppose in a certain economy, all banks keep no excess reserves, and their balance sheet is as follow:

Assets ($)
Liabilities ($)

Reserves       240

Loans          960
Deposits        1200

Suppose Irene deposits $100 cash into his bank.

(i) What will be the maximum amount of deposits (including the initial $100) the banking system can create?

(ii)  What will be the maximum increase in money supply?

2 Suppose there are only two banks, A and B, in an economy. They are subject to the same requires cash reserve ratio. Bank B has no excess cash reserves. Their balance sheets are as follows:

Bank A

Assets ($)
Liabilities ($)

Cash             50

Loans            50
Deposits         100

Bank B

Assets ($)
Liabilities ($)

Cash            200

Loans            600
Deposits         100

(i) Calculate the required cash reserve ratio in the economy

(ii) Calculate the amount of excess cash reserves of Bank A.

3. Suppose the minimum required reserve ration is 25%. The balance sheet of Bank A is as follows:]

                                      Bank A

Assets ($)
Liabilities ($)

Total reserves   1000
Deposits       5000

Calculate the amount of reserve shortage of Bank A.

4. A certain bank receives a deposit of $3000. If the minimum required reserve ratio is 30%, what is the maximum loan which (I) this bank, (II) the whole banking system can create?

5. True or false? The money supply will be larger if 

(i) the minimum required reserve ration is smaller

(ii) the amount of total reserve in the banking system is larger.

