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» Read 4 star and 5 star marked chapter if you have time shortage to read all
chapter.

» Must read short questions and difference from all chapter.

» MetaMentor Center suggest to read whole note to find 100% common in exam.
We cover everything in our note.
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Mathematical Problem

Q-01. Use the information of the following table to calculate M1 and M2 money
supply for each year and also its growth rates.

Particulars Year Taka in Crore
2019-2020 2020-2021 2021-2022

Currency in Circulation | 208094.1 226888.3 256182.3

Money  in Vaults of | 15979.6 17370.6 19733.8

DMBs

Time Deposits of DMBs | 1045471.1 1185066.6 1282217.5

Demand Deposits of | 135528.4 165724.5 188859.4

DMBs

Answer:

As per BB: M1 = Currency outside Bank + Demand Deposits + Deposit with BB other
than DMBs/ Deposit of Financial Institutions with Bangladesh Bank (Except DMBs)
Here, Currency outside Bank = Currency in circulation - Currency in tills of DMBs

( ., )
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And,
Currency in circulation = Bangladesh Bank (BB) Notes + Government Notes & Coins
M1 Money Supply: M1 = Currency in Circulation + Demand Deposits of DMBs
e For2019-2020: M1 =208094.1 + 135528.4 = 343622.5 crore Taka
e For 2020-2021: M1 =226888.3 + 165724.5 =392612.8 crore Taka
e For2021-2022: M1 =256182.3 + 188859.4 = 445041.7 crore Taka
M2 Money Supply: M2 =M1 + Time Deposits of DMBs
e For 2019-2020: M2 = 343622.5 + 1045471.1 = 1389093.6 crore Taka
e For2020-2021: M2 = 392612.8 + 1185066.6 = 1577679.4 crore Taka
e For2021-2022: M2 =445041.7 + 1282217.5 = 1727259.2 crore Taka
Growth Rates:
Growth Rate of Money supply (%) = [(Current year money supply — Previous year money
supply) / Previous year money supply] * 100
e ForMl:
o Growth Rate from 2019-2020 to 2020-2021: [(392612.8 - 343622.5) /
343622.5] * 100 = 14.25%
o Growth Rate from 2020-2021 to 2021-2022: [(445041.7 - 392612.8) /
392612.8] * 100 = 13.35%
e For M2:
o Growth Rate from 2019-2020 to 2020-2021: [(1577679.4 - 1389093.6) /
1389093.6] * 100 = 13.56%
o Growth Rate from 2020-2021 to 2021-2022: [(1727259.2 - 1577679.4) /
1577679.4] * 100 = 9.48%
These growth rates represent the percentage change in M1 and M2 money supply from one
year to the next.

Q-02. From the following list of items, indicate if they are in M1, M2 or neither: BPE-
97th,

Serial No. Items Amount (BDT)
1. Line of credit with your bank 50,000

2. Money in your pocket 10,000

3. Money in your checking account 20,000

4. An FDR issued from your bank 50,000

5. Value of traveler’s check in you have. 1,500

6. A Sanchay Patra is purchased from Bangladesh bank | 1,00,000

Answer:

SL NO | Items M1 M2
01 Line of Credit with Your Bank - -
02 Money in Your Pocket 10,000.00 10,000.00
03 Money In your Checking Account 20,000.00 20,000.00
04 An FDR Issued from your bank - 50,000.00

( = )
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05 Value of Traveler’s Check in you have 1,500.00 1,500.00
06 Sanchaypatra is purchased from Bangladesh - -
Bank
Total 31,500.00 81,500.00

Q-03.1. Master Formula to solve M1 and M2

As per BB: M1 = Currency outside Bank + Demand Deposits + Deposit with BB other
than DMBs/ Deposit of Financial Institutions with Bangladesh Bank (Except DMBs)
Here, Currency outside Bank = Currency in circulation - Currency in tills of DMBs

And, Currency in circulation = Bangladesh Bank (BB) Notes + Government Notes & Coins

Now, we will explain above formula from BB website:
Current money supply

(Taka in million)

Percentage
Changes
Oct, Oct,
Components Oct, 2025 Sep, 2025 Oct, 2024 2025 2025
over over
Sep, Oct,
2025 2024
1. Currency Outside banks 2704497 2747242 2778107 -1.56 -2.65
2. Deposits of Financial Institutions with Bangladesh -
Bank (except DMBs)* 5141 5184 4828 0.83 6.48
3. Demand Deposits with DMBs* 1951535 1956548 1945812 -0.26 0.29
4. Time Deposits with DMBs* 17289681 17190897 15606363 0.57 10.79
5. Money Supply (M1) (1+2+3) 4661173 4708974 4728747 -1.02 -1.43
6. Money Supply(M2) (4+5) 21950854 21899871 20335110 0.23 7.95

SELECTED ECONOMIC

(Money &
Currency in Circulation Deposits with
Currency
Currencs Outside From
End of Bangladesh | Government in Tills of Banks From From
Period Bank (BB) Notes & Total (1+2) DMBs (3-4) Banks Gowvern-
Notes Coins ment Demal?d
Deposits
1 2 3 4 5 G 7 8
2009-10 49947 3 518.1 50465 .4 4308.3 461571 ToT71.5 20181.1 41621.8
2010-11 59915.5 611.4 605269 5731.8 547951 9482.0 24919.8 48106.2
2011-12 64200.7 6958 64896 5 6479.4 584171 11992.2 31574.2 510604
2012-13 T4633.6 738.7 753723 7819 4 675529 167492 372517 557365
INDICATORS TABLE-IA (Contd.)
Banking) (Taka in crore)
Deposit Money Banks (DMBs) Monetary Aggregates
Deposits
Others Total with BB MNarrow Broad Broad
(excluding | other than Reserve Money Money Mone:
Time inter-bank) DMBs Money (M1) (M2) (™3 )y
Deposits | 1ol G2 (7+10) (5+8+12) (9+14)
9o 10 11 12 13 14 15 16
275042 8 3166646 3368457 2094 T4142.8 879883 363031.1 429337 2
337418.9 385525.1 4104449 199 .8 897344 103101.1 440520.0 510456.4
407388.1 4584485 490022.7 243.9 97802.7 109721.4 517109.5 589840.4

]
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Q-03.02. From the following information, measure the monetary aggregates of M1
and M2: BPE-96"

Items Value as of December 2022 (Billion taka)
Currency in circulation 2923.60
Currency in tills of DMBS 241.80
Demand deposits 1837.40
Other checkable deposits 6.20
Time deposits 13054.30
Money market mutual fund 10.50
Ans:

e MI: Currency in Circulation - Currency in tills of DMBS + Demand Deposits +
Other Checkable Deposits.
o M1=2923.60—-241.80 + 1837.40 + 6.20 = 4,525.40 billion taka.
e M2: M1 + Time Deposits + Money Market Mutual Funds.
o M2=4,2540+ 13054.30 + 10.50 = 17,590.20 billion taka.

Q-04. From the following information measure the monetary aggregate of M1 & M2:

Items Value (in millions)
Currency 75
Demand Deposit 25
Checkable Deposits/Currency in Deposit money in 25
Banks (DMBS)

Traveler’s Checks 10
Saving deposits 125
Small-denomination time deposits 75
Non institutional money market mutual fund shares 50
Money market deposit accounts 25

Ans:

M1 = Currency + Demand Deposits + Checkable Deposits + Travelers Cheque
=75+25+25+10

=135

M2 = M1 + Savings Deposits + Time Deposits + Non institutional money market mutual
fund shares +Money market deposit accounts

=135+ 125+ 75 +50+ 25

=410

Q-05. Calculate the amount of the time deposits when narrow money of around BDT
450 crore is 30% of broad money as on 30 June 2023. Calculate the amount of
currency outside banks if demand deposit is almost 60% of M1 on the same date.
BPE-97™,
Given that,

Narrow Money = BDT 450 Crores.

]
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Narrow Money is 30% of Broad Money.
So, Broad Money is = (450/30%) = 1,500 Crores.
We know that, Broad Money (M») = Narrow Money (M;) + Time Deposits
Or, Narrow Money (M;) + Time Deposits = Broad Money (M)
Or, Time Deposits = Broad Money (M) - Narrow Money (M)
Or, Time Deposits = BDT (1,500 — 450) Crores

=BDT 1,050 Crores.

Further Given that,

Demand deposits is 60 % of M; (Narrow Money)

So, Demand deposits = 450 crores * 60%

=270 crores,
We Know that,
Narrow Money (M;) = Demand Deposits + Currency Outside Banks
Or, Demand Deposits + Currency Outside Banks = Narrow Money (M)
Or, Currency Outside Banks = Narrow Money (M) - Demand Deposits
Or, Currency outside banks = 450 crores — 270 crores
= BDT 180 crores.

Q-05.01: If Narrow Money is 25% of Broad Money, which was around Tk. 440,528
crore as on June, 2011, then what was the amount of time deposits as on the same
date? If demand deposit was almost 50% of M1, then what was the amount of
currency outside banks?
Given that,

Narrow Money = BDT 440,528 Crores.

Narrow Money is 25% of Broad Money.
So, Broad Money is = (440,528/25%) = 1762,112 Crores.
We know that,
Broad Money (M») = Narrow Money (M) + Time Deposits
Or, Narrow Money (M) + Time Deposits = Broad Money (M>)
Or, Time Deposits = Broad Money (Mz) - Narrow Money (M)
Or, Time Deposits = BDT (1,762,112— 440528) Crores

= BDT 1,321,584 Crores.

Further Given that,

Demand deposits is 50 % of M; (Narrow Money)

So, Demand deposits = 440,528 crores * 50%

= 220,264 crores,
We Know that, Narrow Money (M) = Demand Deposits + Currency Outside Banks
Or, Demand Deposits + Currency Outside Banks = Narrow Money (M)
Or, Currency Outside Banks = Narrow Money (M) - Demand Deposits
Or, Currency outside banks = 440528 crores — 220,264 crores
= BDT 220,264 crores.

( )
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Q-05.02. As of June 2024, narrow money (M:) constitutes 20% of broad money (M:),
which was reported to be Tk. 4,20,680 crore. If demand deposits make up nearly 50%
of M: and you are given that time deposits account for a certain percentage of broad
money, how would you calculate the currency outside banks? What are the
implications of a large portion of demand deposits on the overall liquidity in the
financial system? Additionally, explain the role of time deposits in determining the
stability of money supply and its impact on the inflationary pressure.
Ans: Given that , As of June 2024
Broad Money (M2) = 4,20,680 Crore
Narrow Money (M1) = 20% of M2
Deman Deposit (DD) = 50% of M1
Currency Outside Bank (COB) = ?
There fore,
M1 =4,20,680 X 20% = 84,136 Crore
DD =84,136 X 0.5 =42,068 Crore
We Know that, Narrow Money (M;) =
Or, Demand Deposits + Currency Outside Banks = Narrow Money (M)
Or, Currency Outside Banks = Narrow Money (M) - Demand Deposits
So, Currency outside banks = (84,136 — 42,068 ) crores

= 42,068 crores.

Q-06. Suppose, Bangladesh economy has the following forms of money:

(Amount in Billion Taka)
Currency in circulation 2,778
Reserves of DMBs 3,693
Demand deposits 1,946
Time deposits 15,606

Calculate Monetary Base (Mo), M1, M> and Money Multiplier (m). BPE-5™,

Ans:

We know,

Monetary Base (M0) = Currency in circulation ( C') + Reserve of DMBs (R )
M1 = Currency in Circulation ( C ) + Demand Deposit

M2 =M 1 + Time Deposit

Therefore,

MO = (2,778 + 3,693) = 6,471 billion taka

M1 = (2,778 + 1,946) = 4,724 billion taka

M2 =4,724 + 15,606 = 20,330 billion taka

Money Multiplier (m) for M2 = M2/M0=20,330/6,471 = 3.14
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Q-07. Imagine that an economy has the following monetary aggregates at the end of

31-12-2023:
Currency Outside Banks (COB) M; M,
Tk. 85,000 Tk. 2,35,000 Tk. 7,45,000

On 01-01-2024, the following transactions were executed:
(i) Encashment of an FDR worth Tk. 1,00,000 of that Sanchayapatra worth Tk.
50,000 was purchased from BB and rest of the Tk. 50,000 was deposited in a
current account.
(ii) Withdrawal of Tk. 15,000 from a savings account and kept that in cash.

(iii) Cash out transaction of Tk. 20,000 with an MFS agent [MFS maintains a trust
and settlement account with schedule bank.]
Calculate COB, M; and M, monetary aggregates at the end of 01-01-2024. BPE-99'",

Ans:
Date Currency Outside | M1 M2
Banks

31/12/2023 85,000.00 2,35,000.00 7,45,000.00
1 +50,000.00 | -1,00,000.00+50,000.00
2 +15,000.00 +15,000.00 -15,000.00+15,000.00
3 +20,000.00 -20,000.00-+20,000.00

01/01/2024 1,20,000.00 3,00,000.00 6,95,000.00

Buying a Sanchaypatra from Bangladesh Bank excludes from money supply measures
MEFS maintains trust and settlement account with banks. It’s nature is like a current account
(Part of M1).
Alternative solution:
We know, M1= COB+DD and M2-M1+T
So, DD= M1-COB= 2,35,000-85,000 =,1,50,000
TD= M2-M1 = 7,45,000-,2,35,000 = 5,10,000
Now as of 01/01/2024, COB= 85,000+15,000+20,000 = 1,20,000
DD= 1,50,000+50,000-20,000= 1,80,000
TD=5,10,000-1,00,000-15,000 =3,95,000
Therefore, M1 = 1,20,000+1,80,000=,3,00,000
M2=13,00,000+,3,95,000 =6,95,000
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Q-08. Suppose the following table shows different forms of money of Bangladesh
Economy:
(Billions of Tk.)

2020 2021 2022
Currency Outside Bank 1840 1850 1865
Demand deposit 1944 1960 1986
Current deposit 1362 1358 1376
Savings deposit 57801 5968 6105
Time deposit 4212 4794 57901

(i) Calculate M1, and M2, money supply for each year and growth rate of M1, and
M2, from the previous year.
(ii) Why are the growth rates of M1, and M2, different? Explain.

Ans:
(Billion Tk.)
2020 2021 2022
Currency Outside Bank 1840 1850 1865
Demand deposit 1944 1960 1986
Current deposit 1362 1358 1376
M1 5146 5168 5227
Savings deposit 5780 5968 6105
Time deposit 4212 4794 5790
M2 15138 15930 17122

Current Year Money Supply—Previous year Money Suppl
Growth rate of Money supply = ¢ Y UPPY Y YUPPY

Previous year Money Supply

100
5168 — 5146

M1 growth for 2021 = —=116 " 100 = 0.427517%
5227 — 5168

M1 growth for 2022 = —sles * 100 = 1.1416%
15930 — 15138

M2 growth for 2021 = 5138 *100=5.2318%
17122 — 15930

M2 growth for 2022 = 15930 * 100 = 7.4827%

ii. M1 and M2 have different growth rate because M1 is a more liquid measure of money
supply. M2 contains some components that are not so liquid.
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