AP® MACROECONOMICS
2010 SCORING GUIDELINES

Question 2

6 points (2 +1+2 + 1)
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(a) 2 points:
e One point is earned for a correctly labeled graph of the money market.

e One point is earned for showing a downward shift of the money demand curve and showing a
decrease in the nominal interest rate using arrows, labels or dotted lines.

(b) 1 point:
e One point is earned for stating that bond prices will rise in the short run.

(c) 2 points:
e One point is earned for stating that the price level will rise.
e One point is earned for the explanation that the price level increases because aggregate demand
increases, and aggregate demand increases because interest-sensitive spending (investment,
consumption or net exports) increases.

(d) 1 point:
e One point is earned for stating that the Fed could sell bonds to decrease the money supply and
raise the interest rate back to the original level.

© 2010 The College Board.
Visit the College Board on the Web: www.collegeboard.com.



Write in the box the number of the question you are answering Z
on this page as it is designated in the exam.

CO\) l‘i\”ﬂ | < AN M C

;ff:;/ \ \ 2 < the Nominal  ‘hterest

Fate il decreng

TN

\ AN

| N
(luoa iy of meaey

(b) Duc +o e [ayer INterest rate, G2 Lonf

orcles i the Shov€  yyn Wil agesse, as

& lﬁ{ema/u' for bonds  incresse.

() T lle [ower _Mterest rates Lyl €n(ourage

Con Sumplioa ard vestment, W hioch ngreases

mq\ingqte 0{?4\61\0{ . ’45 a r(&llf) The /n CréasSe
ta dqueﬁafc GI?M Omtl (/\/t\ (‘ €Stabhl§/v 73 new

Shove run Equilibtiom At a hiqgher _price

legel. 25>
Cd) Uk 27 7T )”6{"56"—(7}@ mwfeest rates back

up to  the level before  ghe  drep In oredit

(ad feeS, the @ Federal t Reserve can

YedoCe  the Mmeney Supply b/ 56”?{\9 boals.

By releasng bods and fakhg n money, e

Feduul Reseve  Shifts the Muwey Swply e I

40 the ((f‘t) raig g the  nomipal nterest  vate

oN(e ﬁga.’n.

© 2010 The College Board.
Visit the College Board on the Web: www.collegeboard.com.



2B

Write in the box the number of the question you are answering &
on this page as it is designated in the exam. .

QW]

HRN
e
EENX

\Mv\\MD
(e,

Bue QW ot ondl pias and eSSt ks o
nverelN) ool so os e nominal InIeEst G go
down, HoNd Picd WNOEoe.

(O Wi \ess ey demand, Hee_will b, an e,
N SO ond A O S pric \evdl i e snory-1in

W) oexeoR.

© 2010 The College Board.
Visit the College Board on the Web: www.collegeboard.com.



Write in the box the number of the question you are answering - 2
on this page as it is designated in the exam.

2C

vt o
S\I
T
3
3
noming \rv\-m)r rc\L
RPN

Ye short vunm \>or\c) preesy would 9o %;P
A Tn “‘L Morr Tunr Dt \Qve\ W\ d c,JO Ul dovn
becous — SNR M v g lover demond Ko

OV , e Ork‘t \er\ of oty Wald 9o down
o) /%m T Kol rese e COU\\C) buw bord §

Broan B gomnred du bkeep vrerng inderesd
VOA’U Gam%* ‘

© 2010 The College Board.
Visit the College Board on the Web: www.collegeboard.com



AP® MACROECONOMICS
2010 SCORING COMMENTARY

Question 2
Overview

This question tested students’ understanding of the money market, the influence of interest rates on other
elements of the economy and the open-market tools of the Federal Reserve. Part (a) asked students to draw
and manipulate the graph of the money market. Part (b) determined whether students understood the
relationship between the interest rate and bond prices. Part (c) tested for an understanding of the
relationship between the interest rate and the aggregate price level. Part (d) asked students to select the
appropriate open-market operation to counteract a decrease in the interest rate.

Sample: 2A
Score: 6

The student earned all 6 points for this question.

Sample: 2B
Score: 3

The student earned 2 points in part (a) for a correctly labeled graph of the money market and for showing a
downward shift of the money demand curve and a decrease in the nominal interest rate. The student earned

1 point in part (b) for stating that the bond prices will increase.

Sample: 2C
Score: 1

The student earned 1 point in part (b) for stating that the “bond prices would go up” in the short run.
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