	ECONOMICS
WHAT IS THE FEDERAL RESERVE?
 ANSWER KEY   EXIT TICKET - ANSWER KEY



	1.
	Which two structures make up the dual structure of the Federal Reserve?



	A. Board of Governors + the U.S. Treasury
	B. Board of Governors + 12 regional Federal Reserve Banks ✓

	
	

	C. FOMC + Congressional Banking Committee
	D. The President + the Fed Chair



	2.
	The Fed differs from a commercial bank because the Fed



	A. Pays higher interest on savings accounts
	B. Has more ATMs than Chase or Wells Fargo

	
	

	C. Serves banks and the government, not individuals ✓
	D. Only operates in New York City



	3.
	Which of the following is a structural protection of Fed independence?



	A. Governors are elected by the public
	B. The Fed is funded by an annual Congressional appropriation

	
	

	C. The Fed Chair must be confirmed by the Supreme Court
	D. Governors serve 14-year fixed terms ✓



QUICK WRITE
Open Response
In 2-3 sentences, explain WHY the Federal Reserve was given independence from Congress. What might happen if politicians could vote on every interest-rate decision?

	
	RUBRIC (4 points): (1) names the structural protection of 14-year terms OR self-funding; (2) explains the pre-election political incentive for low rates; (3) names inflation as the cost of too-loose monetary policy; (4) makes a clear argument FOR (or AGAINST, with evidence) Fed independence. SAMPLE 4-POINT RESPONSE: "The Federal Reserve was given independence from Congress because elected politicians have strong incentives to push for LOW interest rates before every election - low rates boost growth and employment short-term, which helps incumbents. But low rates kept too long cause INFLATION. An independent Fed (with 14-year governor terms and self-funded operations) can raise rates when the economy is overheating, even if politicians do not want it to. If politicians could vote on every rate decision, they would block rate hikes before elections and inflation would rise structurally - which is what happens in countries where central banks are NOT independent." Deduct 1 point per missing element. Award full credit if response is 2-3 complete sentences hitting all four elements.
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