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JA Economics Chapter 13 Money and Financial Institutions pp.219-238
1. Identify the 3 main functions of money in YOUR OWN WORDS.

2. Complete the “Functions of Money” activity on p.222

3. Why is counterfeiting more of a concern abroad than in the U.S.?

4. As the money supply is defined on pp223, M1 is said to be more LIQUID than M2 or M3. What does this mean?

5. Why are credit cards not considered money in the same way that checks or cash are?

6. How does our banking system differ from that of the Middle Ages?

7. What is the fractional reserve banking system? Why is a reserve required?

8. Loans are transactions in which people borrow money. How does borrowing increase the money supply?

9. Complete the “Deposit Multiplier” activity on p.229
10. Complete the “Fed in Your Own Words” activity on p.231.

11. How does the Federal Reserve System insure that appointees to the Board of Governors remain non-political appointments? (2 reasons)

12. What are the main 3 functions of the Fed that make it one of the most important economic institutions in our economy?

13. How does the chart on p.234 show that a dollar was worth a lot more before WWII?

14. Explain the difference between Demand-Pull and Cost-Push inflation.

15. Using the example of an inflationary spiral, identify the causes and effects below that would result:

a. Cause-labor union wins a wage increase

b. Effect

c. Cause

d. Effect

