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OW COULD WE ACQUIRE THINGS IF THERE
WERE NO SUCH THING AS MONEY 7
OF COURSE, WE COULD TRADE Away SOME

OF THE THINGS WE OWN IN ORDER TO
GET THE THINGS WE WANT, BUT
BARTER (TRADING ITEMS FOR OTHER ITEMS)
IS INEFFICIENT .
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EQHM IF THE JEANS SELLER DIDN'T WANT ANY OF THE THINGS You HAD TO TRAPEP
e ' - . ARE YOU OUT OF

YOUR MIND 7




THUS, FOE. BAETER TO TAKE FLACE , A
PERSON WANTING TO TRADE, LET'S SAY,
A TEXTBOOK. FOR A FAIR OF JEANS,
MUST FIND SOMEONE WILLING To

PART WITH THE JEANS IN EXCHANGE

[BARTER REQUIRES A "COINCIDENCE OF WANTS.

FINDING A BARTER PARTNER MIGHT
REQUIRE A LOMNG SEARCH .

BY THE TIME | FIND SOMECONE
WILLING TC TAKE My ECONCMICS
TEXTBOOK, THOSE JEAMS WILL
BE OUT OF STYLE, ANYWAY.
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{?I-MT'.S EIGHT; 1T MIGHT TAKE YEARS ToO
FIND SOMEONE WHO WANTED THE
ITEM YOU WANTED To TRADE SwAY.

WHAT A COINCIDENCE !
I'VE ALWAYS WANTED ONE
CF THESE.

ECT )

€0, BARTER 1S TIME - CONSUMING ;

IN FACT, ITS FPROHIBITIVELY TIME -
CONSUMING. SO IF THERE WERE NO
MONEY, FPEOPLE WOULD BE FORCED
To BE MUCH MWORE SELF-SUFFICIENT
THAN THEY ARE NOW-- THAT IS,
THEY WOULD TRY TO PRODLICE MANY
OF THE THINGS THEY WANT, INSTEAD
OF ACQUIRING THEM FROM OTHER
PEOFLE. PECPLE IN COLD CLIMATES,
FOR. EXAMPLE, MIGHT TREY TO SROw
THEIE OWr BANAMNAS

IF ¥Ou THINK. THAT VINE
WILL GROwW IN BUFFALO,
YOU'RE BANAMN--
OH, FORGET /T ./




t{‘fLH!-EJ‘»L Too, FEOPLE MIGHT TRY To FRODUCE
THEIR OwN DAIRY PRODUCTS. You'D
Ha&vE PEOPLE TRYING T MILK COwWs
WHCO DOoN'T ENow ONE END OF THE
AMNIMAL FROM THE UPDER-.

PAND, cAN you IMAGINE How Poor THE

QUALITY wiouLD BE IF FECOFLE TRIED
To FRODUCE THEIE. OWN COMIC BOOKS,
INSTEAD OF LETTING THE EXFPERTS
WRITE THEMT

| LIKE COINS MORE
THAMN ECONOMICS




[PECAUSE MONEY MAKES IT EASY |8
To CONDUCT TRANSACTIONS,

WE DON'T HAVE TO BE
SELF-SUFFICIENT AND PRODUCE

|l ForR CURSELVES ALL THE
DIFFERENT THINGS WE WANT.
INSTEAD, OUR ECONOMY 1S
CHARACTERIZED BY DPIVISION

__. _:'-_ 3 _.-,.-"-... ; : _{

PIviSioN OF LABOR" MEANS THAT

| WE DON'T ALL TEY To FRODUCE
dl ALL THE THINGS WE WANT; INSTEAD,
O WE DIVIDE THE LABOR ,WITH SOME
FEOPLE FRoDUCIMNG DAIRY
PEODUCTS, FOR- EXAMFPLE , WHILE
OTHERS FEODUCE COMIC BooksS,
AND OTHERS MANUFRACTUREE
AUTOMOBILES, THAT CREATES &
HIGHER STAMDAERD OF LIVING
FOR ALL OF uUs.




HY DOES DIVISION OF LABCE. LEAD To A HIGHER. STANDARD OF LIVING FoR CUR SOCIETY?
THERE AFE AT LEAST TWO ANSWERS. FIRST, BY SPFECIALIZING IN CERTAIN TASKS,
EATHER THAN TEyNG TO PRODUCE EVERYTHING, FEOFLE BECOME MORE ADEFT AT

THOSE TASKS AND, THEREFRORE, MORE FRODUCT IVE .

| i F ) .'

,:e‘_,EC.CJHD, ECONOMIES OF SCALE DEVELOFR, AS THE USE OF SPECIALIZED WINE@'
TH

MAKES PRODUCTION EVEN MORE EFFICIENT. WITH ECONOMIES OF SCALE,

WE NOW UNDERSTAND ONE OF THE MYWOR USES OF MONEY IN SOLIETY. MONEY SERVES AS 4
MEDILUM OF EXCHAMNGE-- THAT 1S,ITS WHAT WE USE To BUY THINGS wITH,AND Th SELL THINGS FOR..

| THINK. I'LL USE SOME OF
THIS MONEY TO GET MY
FORTUNE TolLD .,

7 AND THIS 1S
MY FAVORITE
MEDIUM OF

. EXCHANGE.




HAT FROPEETIES MUST MONEY HAVE N ORDER To SERVE AS AN EFFECTIVE MEDIUM
F EXCHANGET FIRST OF ALL, IT MUST BE ACCEFTABLE To FEOFPLE WHD waNT ToO
SELL THINGS . SELLERES MUST BE CONFIDENT THAT THE MONEY THEY ACCEFT
FEROM YOU WILL BE ACCEFTABLE To THE PEOFLE FRomM wWHOM THEY, IN TURM ,
WANT Téa BUY THINGS.

SURE, I'LL TAKE

SURE, I'LL TAKEY SUEE, I'LL TAKE
THEM. THEM,

INSERT
PAYMENT
HERE

Q:ﬁun'r IF THE SAME MONEY WERE NOT ACCEFTABLE EVERYWHERE IN THE COUNTRY 7
SLIPFOSE THAT THE MONEY THAT CIRCULATEDR N New YORK WERE NOT ACCEFTABLE
T3 CALIFOEMIANS , AND THE MOMNEY THAT CIRCULATED IN CALIFORMIA WERE NOT
ACCEFTABRLE To NEW YORKERS . NEW YOREERS WOLILD HAVE TREOLUBLE BUYING
ITEMS FEOM CALIFORNEA | CALIFORMIANS WOULD HAYE TROUBLE BUYING THINGS FROM
NEW YORK., AND RESIPENTS OF BEOTH STATES wWOULD HAVE A LOWER STANDAED OF LIVING.

WU Emm~_ [ SORRY, NEW YORK ) il SORRY, WE DONT
A MONEY ISN'T /o ACCEPT CALIFORNIA_
' MONEY. sz
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TO BUY THINGS IN ANOTHER COUNTRY, YOU
STATES, HE HAS TO PAY IN DOLLARS, NOT IN EURO.

[ NATION'S MONEY IS ACCEPTABLE THROUGHOUT |TS COUNTRY. BUT IF YOU WANT

HAVE TO USE THAT NATION'S MONEY.
FOR EXAMPLE, IF AN |TALIAN OPERA SINGER GOES TO SEE A DOCTOR

IN THE UNITED

I'M. SORRY. THAT'S NOT
ACCEPTABLE.

WHEN | &0 SHOPRINGE IN
ENGLAND, | FIRST COMVERT
SOME COLLAES (NTO

[A\THOUBH MONEY MusT BE
ACCEFTABRLE AS PAYMENT
FOR. ITEMS THAT WE WANT TO
EuUy MONEY DOES NOT HAVE
INTRINSIC VALUE--THAT 1S,1T
CoES NOT HAVE TD COMSIST
OF SOMETHING THaST HAS
VALLE N ITS OWN RIGHT,
AFPART FEOM |ITS LISE AS

A MEDIUM OF EXCHANGE.

W

I My AS WELL SPFEND
IT. THERE'S MNOT MUCH
ELSE To PO

WITH IT.




W BARLIER TIMES, THOUGH, PECPLE DID LUISE
TYPES OF MONEY THAT HaAD [NTRINSIC
VALUE . THE ANCIENT CHINESE USEDR
CHISELS As MONEY.

(OTHER. SOCIETIES HAVE USED FisH As
MONEY .

YEAH, THERE'S

My NEIGHBOR SEEMS
Te HAVE MORE MONMEY
THAN HE [PESERVES.

YEAH, HE'S A
REAL CHISELER

MY NEIGHBOR. SEEMS To
H&E MOREE MONEY THAN A
SHE DESCRVES.

SOMETHING

QFET OTHERS HAVE USED CATTLE AS MONEY.

THAT STOCK. MARKET
TIF wWAS No
Bum STEER

i ..P'":_-'

mND,OFCﬁJEEErhMNY SOCIETIES HANE
USED &OLD COirMHG .

| GUESS
THEY COULDN'T




WHY DO WE NO LONGER USE SUCH [TEMS AS MOMNEY 7

ITS TOO BAD FEOFLE YES, IF THEY 2ID, THEMN

Pon'T USE yOu Suys THE MONEY THE ASTRONALITS
AS MONEY ANYMORE. CAERY WOULD BE THE

: 5;?* HEED =HOT ‘RounD

THE WORELD,
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@NSWERING THET QUESTION WILL HELP US UNDERSTAND =ZoWE OF THE OTHER. FROFPEETIES
HAT MONEY SHOoULD HAYE IN ORDER To SEEVE AS AN EFFECTIVE MEDILIM OF EXCHANGE.

(WHATS WRONG WITH USING CHISELS AS MONEY P WeLL, ARST oF ALL, How wouLD

YOU MAKE CHAMNGE IF SOMEONE

Ht::l..: gg.g:gces- - : BouGHT LESS THAN A CHISEL'S
; £ WORTH OF WHATEVER You

WERE SELLING P

MAKING CHANGE IS/ YOLI CAN SAY THAT
A BEAL PAIN . AGAIN . IF IT ISN'T ONE

THING TS AN UDDPER,




ONEY MUST BE DIVISIBLE-- AS THE POLLAR. |5 DIVISIBBLE INTD HALF DOLLARS , QUARTERS,
DIMES, NICKELS, AND FENNIES —- AND MANY OF THE ITEMS USED AS MOMNEY IM
EARLIER. ERAS WERE NOT DIvVISIBLE.

e PEDERAL RESERVE NOTE B ey
L& W TATES OF AMERICA

EONEY MUST ALSO BE PORTABLE--THAT 15, IT HAS To BE SCMETHING THAT CAN BE MCWED
ARoUND, 1IN ORDER. T BUY THINGS, AND THE ITEMS WE'VE BEEN LOOKING AT
AREE NOT VERY PORTABLE.

AT = I'D BE FACKING
T = ‘EM IN LILE
o) L FAMILIAR ABOUT SARDINES IF My
- THAT WALLET, BUSINESS WERENT]
o, UNDER. WATER..




(RONEY MUST ALSO BE FUNGIBLE. NO, THAT DOESNT MEAN IT HAS To BE ABLE To GROW
MOLD; IT MEANS THAT ONE UNIT OF MONEY MUST BE INTEFCHANGEABLE FOR ANOTHEF-.
CHISELS, FISH, aND CATTLE [CON'T MEET THIS EEQUIEEMEMNT.

i You cALL THIS Y
A CHISEL 7 oo

MCOMNEY MUST BE FUNGIBLE BECAUSE BESIDES SERVING AS A MEDIUM OF EXCHAMNGE, IT ALSO
SERVES AS STANDAED OF VALUE--THAT IS, AS A UNIT IN WHICH WE CAN MEASUREE
THE PRICES OR MALLIES OF MANY DIFFEE.ENT THINGS.

R r é j $59
. .. ili

¥
4R
4

Gl




UHE MONEY THAT WE USE IS FUNGIBLE. ANY
DoLLAR. 1S WORTH THE SAME AS ANY OTHER
DoLLAR. OLD AND WORN BILLS AND COINS
ARE WORTH PRECISELY THE SAME
AMOUNT AS CRISP AND SHINY NEW ONES,

| CANNCT TELL A LIE;
_YOU'RE WORTH AS MUCH AS | .

TAONEY MUST ALSO BE RELATIVELY STABLE IN
VALLIE, AND ITEMS SUCH AS CATTLE AND
FisH DONT MEET THAT EEQUIREMEMNT,

Hy MUST MONEY BE RELATIVELY STABLE IN VALLE 7 ONE ANSWER IS THAT IN ADDITION TO
RVING AS A MEDIUM OF EXCHANGE AND AS A STANDARD OF VALUE MONEY ALSO
SERVES AS A STORE OF VALLE--THAT IS, AS A wAY OF STORING UP PURCHASING

PWER.STORING UP FPLURCHASING POWER IS WHAT you o WHEN Youl SAVE.,




MONEYS ROLE AS A STORE OF vALLE .

gﬂmr;‘ TYPES OF MONEY THAT WERE USED IN THE
FPAST WERE NOT VERY EFFECTIVE IN PERFORMING

TIF FEOPLE SAVED SomE TYFES OF MONEY
TOO LONG, THEY MIGHT FIND THAT THEIR.

e . = T -‘_f
7 GooD GRIEF! ThHere YD
GO My SAVINGS.!

1

WERE ALL FAMILIAR WITH THE COINS AND
FAFER MONEY THAT WE USE AS MONEY TODAY

[BUT THATS JUST ONE KIND OF MONEY WE LSE IN
THE UNITED .STATES_‘ THE EINEZ WE EEF 1IN OuE
FOCKEETS AND CaM SPFEND IN STORES ARND
EFESTALURANTS NEWS STAMNDS , AD MOVIE THEATEES.,
MOST OF THE U.5. MONEY SUFPLY CONSISTS
OF SOMETHING ELSE, HOWEVER . THE MAJORITY
OF THE MONEY IN THE UNITED STATES CONSISTS
OF THE AMOUNTS THAT PECFLE AND BUSINESSES
HAVE IN CHECKING ACCOUNTS.

MEMBER  EDIC HOMETOWN BANEK
RCCOUNT MUMBER AT19.6012-5

MIJOHN BOE
HId MAIM STREET
HOMETOWM

CHECKING

Tas. iy
WOUR PHGsHReil BALAWLY [EEL L
wouk gniaied AL RNCE

W rh
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FEESONS CHECKING ACCOLIMNT,

WHen You USE A CHECK To BUY SOMETHING, YOU'RE TELLING YOUR BANK To TAKE
MONEY FROM YOUR CHECKING ACCOULNT AMND SEND 1IT TO

THE OTHER

USED 1S MUCH LARGER
CURRENCY IS USED.

SrHE VALUE OF TRANSACTIONS ?M‘TE BECALISE CHECKS HAVE SomE MAJOR ADVANTAGES OVER
FOR WHICH CHECK'S ARE CURREENCY. ONE ADVANTAGE IS SAFETY.IF YU LOSE CASH, ITS

GONE. BUT IF You LOSE A CHECK. You HAVENT LOST »OUE
THAN THE VALUE FOR WHICH | [MONEY, WHICH IS IN YOUR ACCOUNT IN THE BANIC,

E———




L A CHECK IS FROOF THAT ¥Wou HAVE MADE A PAYMENT.

BUT IF YOU MAIL CASH TO PAY A BiLL, YOU HAVE NO PROOF
THAT yoLl SENT IT.

YES, | HAVE THE
CANCELED CHECK.
RIGHT HERE .

[noTieR. ADvanTAaGE 1S
CONVENIENCE . THINK., FOR-
EXAMPLE, OF HOW MUCH
EASIER IT IS To MAIL
SOMEONE A CHECK. FOR
BI9.99 THAN T& MAIL THE
SAME AMOUNT IN CASH .

NO, | CANT TELL yolu

THE SERIAL NLIMBERS
oOF THE #1200 BILLS

THAT | MAILED. _

ACCOUNTS
RECEIVABLE
DERPARTMENT

s

@-Hsﬁxs OFFERE ANCTHER ADWANTAGE: THEY MAKE MONEY EXTREMELY FORETABLE, BECALSE
THE MONEY EXISTS SIMPLY AS A BOOREEEPING ENTRY AT A BANK., You DoM'T HAVE To

CARREY IT ANYWHEEE N ORDER To TRANSFER IT TO SOMECHE ELSE, THE cHECK SERVES
AS THE INSTRUCTION T YOUR BANE TO TRAMSFER THE MONEY OUT OF UR ACCOUNT
AND INTD THE OTHER. PERSONS AccounT.

EEE-FWTE THESE AMDRANTAGES, THE COST OF PROCESSING CHECES MAKES THEIR LSE
UNECONOMICAL. FolRr SMALL TRANSACTIONS |

| WANT YOU TO CHECK- OuT SORRY,
THE NEWS STORIES,NOT WRITE NO
ME A cHECK.THE FAFER (OS CHECKS
INSERT
PAYMENT
HERE

COIN
RETURN




LIKE CHECKS, CREDIT CARDS
OFTEN ARE A CONVENIENT
Wy TO BUY THINGS.

[5\ CREDIT CARD IS NOT MONEY,
THOUGH. WHEN YU CHARGE

SoMETHING WITH A CREDIT CARD
You ARE SIMPLY FROMISING
T By FoR THE ITEM AT A
LATER. PATE, AFTER YOUuR

CREDIT CAED FiLL ARRVES.

| CAMN USE THE FEMN THAT
| BoUGHT WITHA CREDIT
CARD T© WRITE THE K

To FAY THE BdLL .

TWe Have seen maT currENCY
AND WHAT IS HELD 1N
CHECKING ACCOUNTS ARE
BsTH KINDS OF MONEY, AND WE
oW THAT WE wWouLD ALl
LIKE T& HAVE MORE MOMEY,

BETTER OFF IF WE ALL

\DOES THAT MEAN THAT EVERYOMNE WoULD BE
HAD MORE MoMEY ©

Qo LNDERSTAND WHY, WE MUST
REMEMBER THAT OuR. MONEY
HAS MNO INTRINSIC WVALUE. WE
CAN'T EAT IT, FoiR EXAMPLE,

| FREFER REAL




‘Ifl-E THINGS THAT Do HAVE INTRINSIC WALLUE aARE THE CooDs AND SERVICES THAT CuR
ECONOMY PRoDUCES-- THINGS LIEE ol HOUSING , AND EDUCATIONAL  AND

MEDICAL. SERVICES.

F THERES Too MuCcH MoNEY ity Does The BaLLasN
ARDUND W RELATIOM To THE THAT USEDR T COST TWENTY -
NATION'S OUTFUT oF GOots AND FIVE CEMNTS Now CosT
SERVICES, THE EESULT CAN Be
INFLATIOMN == THAT 15, A GENERAL
EisE M FRICES .

=




vﬂHEN FECPLE HAVE MORE MONEY To SPEND AND THE VOLUME OF GOOPS AND SERVICES
DoesNT INCREASE AS FAST, SELLERS FIND THAT THEY CArM FAISE PRICES AND SELL
AS MLCH AS THEY DID BEFORE .

Boss  EVERY CUSTOMERE COMES
IH WITH A FISTFLIL OF DOLLAES.
h, SHOULD | FUT WP THE £
iy, NEw sien 7
It i

i .:ﬁﬂll'r

(INFLATION CAN BE BAP foR. SEVERAL REASONS, &LL:‘:G, INFLATION 1S LUNFAIR IM THAT IT MAKES
ONE 15 THAT IT UNDERMINES THE VALLE CF | | SoME FEOFLE WORSE OFF BEcAUSE THEIR
PEOPLE'S SAVINGS. [ INCOMES DON'T RISE AS FAST AS PRICES.

I'M SoRREY, BUT THIS IS ALL GREANDMA S
| COULDP HAVE BoUGHT CouLl AFFOED. MY FENSION [OESH'T

MORE WITH MY G0 AS FAR AS (T LSED TO. &

SAVINGS TWO YBAES AGD
2= THAN | CAN NOW .

ONFLATION ALSO HUETS PEOPLE WHO LEND I’('?.#-F‘!DLY RISING PRICES ALSO cAN CEEATE A
MONEY AT INTEREST FATES THAT DonT AT MOOD OF UNCERTAINTY THAT CAN DISCOURAGE
LEAST EGIIAL THE B4&TE OF INFLATION . SAVING AND INVESTMENT AP HUET THE
| CANT BUY AS MucH WiTH THIS $105 GROWTH OF THE ECONOMY.
AS | COULD HAVE BouGHT LAST YEAR I'D BETTEE NOT BUILD Too MANY HOUSES .
WITH THE #1000 THAT 1 LENT rou LUMBER COSTS aND WASES ARE GoOING

8= e wWaAY UP, AND | MAY MNOT EE ABLE TO
£l Z =% CHARGE EHOUGSH FoR THE HOUSES
T | =l | 7o Make A PROFIT.




[(8vER TIME, THE UNCERTAINTY AND
FEAR CAN LEAD TD A BUSINESS
COWNTURN

BUSINESS OUTLQ|

{E}rm A BUSINESS DOWNTUEN MEANS LOWER INCOMES AND
MORE UNEMPLOYMEMT.

T ‘F‘\-!P = “ x

| UNEMPLOYMENT
__ LINE IV
STARTS twpr

$THILE Too RAPID GROWTH IN THE MONEY

SUPPLY |5 A DANGER TO THE HEALTH OF
THE ECOMDMY, TOO SLOW GROWTH IN THE
MONEY SUFFL

.? @ o

% VAVE NO
‘Hmonﬁm LEND

TVF THERE ISN'T ENOUGH MONEY IN THE ECONOMY,
FEORPLE WON'T BE ABLE TD BofFEOW To Buy
THINGS LIKE HOUSES AnD calEs .

e BusiNESSES
[N NEW FACTORIES AND EQUIPMENT .

won'T BE ABLE To BEOFRFOW TO INVEST

[ASGAIN, THE BESULT caM BE A
EECESSION=~ A FERIOE WHEN THE

AVOUNT OoF Goobs AND SERVICES
THAT THE CoUNTEY FREPUCES
ACTUALLY DPECLINES.

FRODUCTION GF 6OODS AND SERVICES

o




, THE SUFFLY OF MONEY INM THE ECONOMY MUST GRow NEITHER-ToO EAFIDLY NOR Too
SLOWLY, BUT AT A FEATE THAT KEEFS THE VALLE OF OUR MMOMEY STABLE ANC LEADRS

To STEADY SFOWTH IN THE ECONOMY.

e

THIS MONEY SUFPPLY )
1S JUST EIGHT.

.

(THIS MONEY SUFPLY

[flow po WE MAKE SURE THAT THE L.S. MONEY | |HE FED HAS A NUMBER OF TooLS To
SUPFLY GROWS AT THE RIGHT EATE T THATS THE JOB | | INFLUENCE THE GRowWTH oF THE MONEY
OF THE FEPERAL EESERVE SYSTEM, oR "THE FED, SUPPLY. ONE IS CALLED "RESERVE
FOR SHORT, WHICH CONGRESS CREATED IN 1913, EEQUIEEMENTS.”

- = = w ey -'...I -.']f.._ -

RESERVE REQUIREMENTS )

F

FEDERAL RESERVE
BOARD OF GOVERNORS
WASHINO TN D.C

[ReservE REQUIREMENTS ARE THE FROFORTIONS
OF THE DEFOSITS THAT BAMNKS MUST KEEF oM
HAMND AND ARE MNOT ALLOWED To LEND OUT .
FOR EXAMFLE, [F THE FESERVE REQUIREMENT
IS 10% AND you PEFOSIT #1000 1N A BANK. THE
BANK CAN LEND #90 oF THAT Yoo &
SoMEONE ELSE, BUT [T S NET ALLOWED
To LEND THE EEMAINING #]0.

QIHOEVER BorROWS THE #5b FRoM THE BANI
IS LIKELY To DEFSSIT IT IN A CHECKIMNG
ACCOUMT, Too, THAT PEESONS Bank card
THEN LEND oUT 90 of THE #90, o= #81.

— —
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[CHROUGH THIS PRocESS, THe BANKING SYsTeM | [ByY s PoweRr To SET THE LEVEL oF
ACTUALLY CREATES MONEY.

FESERVE REQUIREMENTS, THE FED
INFLUENCES THE AMOUNT THAT BaMNES cAN
LEND OUT AND THE AMOUNT OF MONEY THAT
THE BANKING SYSTEM CAN CREATE.

UN PRACTICE, THE PROCESS OF IMFLUEMNCING THE MONEY SuPFLY 1S A COMPLICATEDR OHE,BUT ITS
ONE THAT CONGRESS HAS DESIGNATED THE FED To FERFORM. WHEN IT WORKS weLL, THE

US. ECOMNOMY CAN BEMNEFIT FEOM ITS FoTENTIAL To GRoW STEONGELY AND FRovVIDE
AMERICANS WITH ADEQUATE JOBS AND A HIGH STaNDARED OF LIVING

£ - fa
-:' :ir: eh 5

TAND HAVING A MODERN MoNEY
SYSTENM WITH THE FED INFLUENCING
THE MOMEY SUPFLY CERTAINLY BEATS
THE OLD Days, WHEN | HAD TO
WORRY ABCUT GIVIRG CHAMGE .




Glossary

Coincidence of wants — A situation in which two people each want what the other wants to trade,
a condition necessary for barter to occur.

Division of labor — An approach to preduction in which different workers specialize in different
tasks to achieve savings.

Economies of scale — The benefit of lower per-unit costs that result from large-scale production.

Federal Reserve System — The central bank of the United States. The System consists of the
seven-person Board of Governors and 12 regional Federal Reserve Banks.

Fungibility - Interchangeability; money is fungible in that any dollar is interchangeable with any
other dollar.

Inflation — An increase in the general price level.

Medium of exchange — An item that is generally accepted as payment for other items; money
serves as the medium of exchange in our economy.

Money supply — The amount of money in the economy; the U.S. money supply available for
immediate spending includes currency and checking accounts at depository institutions.

Recession — A time period in which economic activity declines.

Reserve requirements — The percentage of deposits that banks are required to keep either as cash
or as deposits at a Federal Reserve Bank.

Self-sufficiency — The production by onesell of all the goods and services that one needs.

Standard of value — An item used to define the price or value of other items; money serves as the
standard of value in our economy (sce “Unit of account,” below).

Store of value — An item used to save, or 1o store, purchasing power for future use; the main store
of valug in our economy is money.

Unit of account — A unit in terms of which the prices or values of goods and services are
expressed; the dollar serves as the unit of account in our economy.,

For more information about
New York Fed education
programs, visit:
www.newyorkfed.org/education

To schedule a tour, go to:
www.newyorkfed.org/aboutthefed/
ny_tours.html
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