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CPI=Total dollar expenditure on market basket in current year *100

Total dollar expenditure on market basket in base year

CPI= Price of basket of goods and services in current year *100

Price of basket in base year
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Real interest rate = Nominal interest rate _ Inflation rate.
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fiscal policy: the setting of the level of government spending and taxation by government
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monetary policy :the setting of the money supply by policymakers in the central bank
money supply : the quantity of money available in the economy
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How does the Federal Reserve control the supply of money?

by buying and selling government bonds in open-market operations.
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