Chapter 10: Money & Banking 
Section 1: Money
· ___________ is a part of our daily lives.
· Without it, we can’t get the things that we want and need. 
· Money has functions and characteristics that most people have never thought about.
· Money is….
· _______
· _______
· ___________ we receive for work performed
· Economists define money differently
· The _______ Uses of Money
· From an Economist point of view… Money is anything that serves as a …
· _____________________
· _____________________
· _____________________
· _____________________
· * anything that is used to determine value during the exchange of goods and services.
· * Without money, people acquire goods and services through ________ (direct exchange of one set of goods or services for another). 
· * You find a barter system still in place in parts of Asia, Africa, and Latin America
· People in a barter system spend a great deal of time and effort exchanging the goods they have for the goods they need and want.
· Barter system only works in a _____________________________.
· It is too complicated in a large economy.
· It is much easier to buy goods when you use a medium of exchange.
· Money as a ______________________
· * Money provides a means for comparing the value of goods and services.
· * a bike that costs $100.00 – you know if that is a good value or not.
· Money as a ______________________
· * Money keeps its value if you decide to hold on to – or store it instead of spending it.
· * Money will still be valuable and will be recognized as a medium of exchange weeks or months from now.
· Coins and paper bills used as money are called ______________.
· Societies have used things like bricks of cheese; tobacco; bird-feather sticks; dried fish; stones; dog teeth; and etc.
· Each of these lack __________________ characteristic that economists use to judge how well an item serves as currency.
· Six Characteristics:
· 1. _________________
· The object has to be able to withstand the physical wear and tear that comes with being used over and over again.
· If money wears out or is easily destroyed, it cannot be trusted to serve as a store of value.
· A dollar bill will last about _____________ in circulation.
· The US Government replaces old worn out bills.
· 2. __________________
· People need to be able to take the money with them as they go about their daily business.
· They must also be able to easily transfer money from one person to another when they use money to purchase goods or services.
· Paper money and coins are light and small and easy to carry.
· 3. __________________
· To be useful, money must be easily divided into smaller denominations or units of value.
· Spanish money was divisible by ____.
· American currency is divisible by ______.
· 4. __________________
· Any two units of money must be ____________ – the same – in terms of what they will buy. 
· We must be able to count and measure money accurately.
· Ex. Small dried fish worth an apple and Large dried fish worth a sandwich – this is not very accurate.
· 5. __________________
· IF we used pebbles that are found on a beach as money, we could have unlimited supply of it. That would the money worthless.
· If an unlimited supply of money – it no longer could be useful as currency.
· In the US – the ________________________________ controls the amount of money in circulation.
· 6. ___________________
· Everyone in an economy must be able to exchange the objects that serve as money for goods and services.
· People accept your money as payment because they know they can spend it somewhere else.
· If we suddenly lost confidence in our currency, no one would accept that money as payment and then we would have trouble.
· Think about the money in your pocket or purse. The bills and coins are durable, portable, easily divisible, uniform, in limited supply, and accepted throughout the country.
· Bills and coins are convenient and practical, but they have little value in and of themselves.
· It is our belief in that the money is good.
· There are three other reasons why the money is valuable.
· 1. ____________________
· A commodity is an object. Commodity money consists of objects that have value in and of themselves and that are also used in money.
· Cattle, salt, precious stones have been used by other societies as money, but they have other uses as well.
· Tobacco, corn, and cotton served as commodity money at one time.
· 2. ____________________
· Makes use of objects that have value because the holder can exchange them for something else of value.
· Early forms of paper money took the form of _________________. Meaning that the paper was backed by either gold or silver by the government of the country.
· You could exchange the paper for that amount of gold or silver if you wished. 
· Colonists in the Massachusetts Bay Colony were the first to use paper money as currency. (1600s)
· Some paper currencies have not panned out well. 
· i.e. Continental Dollars to finance the Revolutionary War were not redeemable very easily and people lost trust in them.
· Our government does not back our current currency with anything but the faith that the money is worth something.
· 3. ___________________
· If you look at a dollar bill. You will see the following things…
· Front Side:
· George Washington’s face
· Federal Reserve Note
· The United States of America stamped at the top
· A serial number in two spots
· A letter (such as “K”) that tells you where the money was issued.
· Signature of the ____________________ when the bill was printed.
· Most importantly it says: _________________________________ ____________________________.
· On the Back Side:
· The denomination of the bill by number in four corners and written out at the bottom.
· In God we trust written on it.
· The seal of the United States of America.
· The Great Seal 
· The _________________ basically says that the money is good to use in our country.
· United States money today is _______ money.
· A ______ is an order or decree that the money is acceptable, people have to accept it as payment for goods or services.
· Fiat money is also called ____________.
· It remains in ________________ and therefore _____________.
· [bookmark: h.gjdgxs]The control of the money by the ________________ is essential for a fiat system to work.


