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U.S. MONEY 1983

COIN

AMERICANS HOLD COING WORTH ABOUT 14 BILLIOH, .
COINS ARE PRODUCED BY THE BUREAL OF THE
MINT (PART OF THE TREASURY) AND ISSUED BY
THE U5, GOVERNMENT. MDST COINS CONTAIN METALS
THAT ARE WORTH LESS AS METAL THAN THE FACE
YALUE STAMPED ON THEM. COINS ARE A "CONVENIENCE®
MOMEY FOR SMALL, DAILY TRANSACTIONS.

PAPER CURRENCY

AMERICANS ALSO HOLD ABOUT $149 BILLION OF
CURREMCY, COMSISTING ALMOST EMTIRELY OF
FEDERAL RESERVE MOTES. THE BILLS ARE
PRINTED BY THE TREASURY'S BUREAL OF
ENGREAVIMNG AND PRINTING AND ISSLED BY

THE |2 RESERYE BANKS WHICH ARE PART OF
QUR CENTRAL BANKING SYSTEM. A VERY SMALL
AMOUNT OF "LLS. NOTES"- FIRST ISSUED DURING
THE CIVIL WaR-- |5 STILL IN CIRCULATION.

S

CHECKBOOK MONEY

WE MAKE MOST OF CUE PAYMENTS WITH THE
AMOST COMMON FORM OF MONEY-- CHECKEOOK,
MONEY OF ABOUT %341 BILLION IN LATE 1983
WHICH WE HOLD AT COMMERCIAL BANKS AND
THRIFT INSTITUTIONS SUCH AS SAVINGS BANKS,
SAVINGS AMD LOAN ASSOCIATIONS AND CREDIT
UNIONS. WHILE THERE ARE ABQUT 39000 FI-
HANCIAL INSTITUTIONS WHICH HOLD OUR CHECK:-
BOOK. FLINDS, ONLY THE 4400 COMMERCIAL
BANKS HAVE THE ARBILITY TO CRELTE MEW
CHECKBOOK, PEPOSIT MONEY WHEN THEY LEND
AND INVEST.

ART 8v Y SORIET BY
AL WENZEL 0. 4. ERIECMAN AND C.T. PARNCOW
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THE STORY OF MOMEY IS ACTUALLY TWO STORIES
IH OME. IT IS THE STORY OF HOW OLIE ANCESTORS
DEVELOFED & "WMEPIUM OF EXCHANGE" TO
EMNABLE LIS TO BUY GO0ODS AND SEEVICES,
MEASURE THEIR WORTH, AND SAVE FOR THE
FUTLIRE. IT IS ALSO THE SAGA OF QUK SOCIAL
EVOLUTION FROM RUGGED SELF-SUFFICIENCY, WHEMN
WE MADE WHAT WE NEEDED AND SWAPPED FOR ITEMS
WE WANTED, TO INTERPEPEMDPENCE IN AN ECOMOMY
I WHICH MOMEY PLAYS AN IMPORTANMT ROLE .

L LET'S LOOK FIRST AT HOW MOMEY WORKS!




THE CARCULAR FLOW OF HMONEK.

ANY ITEM--SHARK'S TEETH OR IROM KAILS--
CAM BE MOMEY [FIT I WIDELY ACCERTEDR
[ PAYMENT FOR cO00S, SERVICES AND
CERTS. DUR SOCIETY UWSES CON, BAPER

CLRRENCY AMD CHECKBEDOH MOMEY.

FlsH
HOOKS

CEHMNS AME
CLUREREMCY

MOHEY MOVES THROLIGH

: ECOMOMY [N
A CIRCULAR RagH

TR,
H OFTEN COMPARED T

THE CIRCLULATION OF ELDOD,

MOST OF LIS GET sMONEY BY WORKIMG.
WE THEM USE QUR WRGES OF SALARIES
10 gUY GDODS AND SERVICES.

Etﬂ

MONEY ALLOWS LIS TO MEASIEE THE wWoRTH OF
DIFFERENT ITEMS WITH A SIHGLE STAMDARD OR

w
WE CAN COMPORE THE et E o
COET OF AN SUTDMDEILE .
AR A ACTORCYELE AND

MEASLIKE THEIR WORTH ©
IN TERMS OF THE HOURS |
WE MUST WORK TO 8Ly
OME THE OTHER..

e =

OUR FURCHASES PROVIDE PRODUCERS
WITH MOMEY T Py WORKERS AND
OTHER EXPEMNSES.

FERERGL, STATE AND LOCAL TAXES,

WORKERS AMD PRODUCERS USE PART OF THE MONEY RECEIVED TO pay




T MOMEY BUYS GOODSE AMD SERVICES FOR THE MATION AS & WHOLE.

GOVERHMENTS BUILD ROADS AND HOSPITALS AND PAY SOLDIERS AND TEACHERS. THUS,
THE MONEY CIRCULATES BACK INTO THE ECONOMY.

MANY OF US ALSO SAVE SOME MONEY, OFTEN DEFCSITING MUCH OF IT iN FINANCIAL (MSTITL-
TIONS SUCH A4S BAMKS, CREDIT UNIGNS ANE PENSION PLANG. THEY LEND |IT TO WORKERS,
; PRODUCERS AND MEMNTS SEEKING MORE MOKEY,

ZRANR

A5 LONG A5 THE MONEY FLOWING INTD FINANCIAL INSTITUTIONS MATCHES THE OUTFLOW,
THE TOTAL IM CIRCULATION REMAING UNCHANGEDR.

% Jf;'f};mi\




OHE INSTITUTICH == THE COMMERCIAL BANK-- ZREATES THE EULK OF NEW MOWEY --
CHECHEZOW MONEY-- WHEN IT LENDS. FRODUCERS AND WORKERS BORROWING FDOM
COMMERCIAL BANKS PUT THIS NEW MONEY (MTO CIRCULATION .

COMMERCIAL BANK

THRIFTS ALS0 CREATE MOMEY WHEM THEY LEMD.
THE ABLITY OF BAMNKS TO EXBAMND THE AMOUNT OF MOMEY CIRCULATIMG ALLOWS
OUR, ECOMNOMY TO GROW, BLIT MONEY MUST BE EXPANDED COUTIOLSLY.

k™



BY COMTROLLING THE BANKS' ABILITY TO CREATE NEW MONEY THE FEDERAL RESERVE

TRIES T EMSURE THE ECOMOMY COESN'T SET ToO MUCH MONEY-- WHICH CAN CAlSE
HNELATICM Y RISIHNG PRICES -- NOR TOO LITTLE=- WHICH CAN CAUSE "RECESSIGNY

CECLIMING PROGUCTION AHD RISING UNEMPLOYMEMNT.

THAT'S ALL, EAT!
FATSO. EAT!

IF MOMEY IS WORKING WELL, [T SHOULD A5 ¥OU SAM SEE
PURCHASE THE SAME AMOUNT OF GODOS AND THE CIRCULATION
SERWICES FROM YEAR TO YEAR. MOMEY DF MOMEY
MLIST BE A GO0D0 "STORE OF VALLIE THROUGHOUT THE
ECONOMY EMABLES

533 GEE‘?E PONEY 15
1980 1983 AN IMPORTANT
ELEMENT WHICH TIES

Us TOGETHER AS
A SOCIETY

THE FELDERAL RESERVE TRIES TO PROVIPE JUST THE RIGHT AMOUNT OF MONEY TO KEED
PROCUCTION SMD EMPLOYMENT GROWING AMND PRICES STABLE. |F PRICES ARE STABLE,
S0 = THE VALUE OF MONEY.
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HOW /T ALL SEEAN MOST THIMNGS PRIMITIVE WHEN OUR ANCESTORS FIRST
wWiTH O OE e e | | WD Brornmre wiio. | | Bihmes S aaE
ALSO WANTED ITEMS THEY| | BEGAM '

FRIMITIVE INSTIMC TS =T AL

GUIRE SOMETHIMG HE BION'T

HAVE AND COULRN'T FIND OR
PRODUCE HIMSELF.

COULDM'T PRODLCE OF FINE

EXCH

ARCHAEOLOGISTS BELIEVE ELUROPEAN AND ASIAN
AMGE GODPS M THE URAL MOLIMTAINS ﬁEDLIT 2,

i:r'

BES ROUTINELY MET TO
00 YEARS AGO,

BARTER WORKEDR FalRLY WELL
FOR. THOLISA
Whs TRCOUBLE
TO MATCH EXACTLY. A FARMER
OFEERING CORN FOR A MULE
HAD TO FIND A MLLE OWMNER,
| WHO WIBNTED CORN.

OF YEARS BUT
E. Han

HO
CORMS

IF THE MULE SiwAPFER

WBRMTED AN AXE, RATHER

THAKW CORM, THE FARMER
WAS QUTOF LUCK.

CME ALILE,
OhE 4XE.

HE COULD SEARCH FOR AN

MHER WHO WOLILD TAKE
THEN TRADE FOR THE

MULE, BUT SEARCHING TOOK.

TIME, WAS INCONYEHIEHNT AND
DIPN'T ALWAYS WORK.

I WANT ;

BECALISE BARTE

A "DOURLE 'l:|::lliu.lIz HFFEE

T
CHAMGE ALOME. o




ERICE Was ALﬁoA FROBLEM . OME PAY, THREE TWD WEEKS LATER. A RO THAMKS,

AXES MIGHT ED FOR A MULE DR HUNGRY TOOLMAKER, 1 BOUGHT

A SMALL :’:ﬂw B T HﬁTFﬂR A BUSHEL OF SAGHT WILLIMNGLY SwWoP A CHALM
(=R AXES FOR CORM. SAI.

T

! '|'I|||

IT Was TolsH To ASREE OM | ANY JACHKASS CAK WMOR WG IT EASY TO SAVE-- STORE UF
A "STAMDARD OF VALLE® OF, SEE WE MEED A PURCHASING POWEE. APPLES MIGHT BE
YARDSTICK FOR MEEING _-TRHDA?D o VALLABLE N THE FALL, BUT IF HELL
1| TOO LOME, MO ONE WANTED THEM.

A5 PERMANENT :?-:::-.l.h.'ﬁ.UHITIEE‘,-'l‘-MD' HATIONS DEVELORPED, BARTER OM A
UH@R&{.&E&E.EEAFETER HASH'T TOTALLY ISAFPEAREDR, THOUGH, AND WE ﬂ'l LUSE T TO
=0 a e _— T
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COMMODITY MONEY AT FIRST, COMMON ITEMS WERE CHOSEMN-~ BASIC

QHE AT A TIME, NATIONS Sow THAT COMMODITIES L SALT AND CATTLE.
SOLVING BARTER'S PEOBLEMS MESMT e

APOPTING A "AMERIUM, OF EXCHANGE "--
AN ITEM EVERYOME ACCEPTEL

MO MORE
AXE MMONEYT

THEY WERE USABLE AMD USEFUL, WHICH MAPE THEM,
WALUABLE (N THEMSELVES,

BUT MANY COMMODITIES HAD HURR'Y, IT MUST SERVE AS A "STANDARD OF VALUE"--
BUILT-IN DPRAWBACKS LIMITING | OPEM THE A LINIFORM MEASUREMENT OF RELATIVE WORTH.
THEIR USEFLILNESS AS MONEY. SH

A GOOD MONEY MLIST BE REGISTER ! ARE THESE ™, _

TS HAMELE.

F4 cows ok [ oEe QBT
5 COWS 7 “:{v

IT SHOULL* BE EASILY PIVIDED TO BUY
FRACTIONS OF THIMNGS.-

GOOD GRIERS
THERE GOES MY
SOVIMNGS [

IF I H&YE
T MAKE
CHAMISE. ..




CESPITE THESE DRAWBACKS, COMMODITY MONIES HAVE THE YAP ISLANDERS OF THE PACIFIC
BEEM USEDR FOR THOLUSANDS OF YEARS. [N THE [7O0S,

USED MASSIVE STONE "MONEY ™ WHEELS
ERAIN, FISH, GUNPOWDER AND SHOT WERE SOME POPULAR ;
AMERCAN COMMORITY MOMIES.

LMTIL WORLE wART.

EVEN TORAY, THE MASal WARRIORS OF AFRICHA
USE CATTLE MOMEY TO BUY BRIPES.

PRECIOUST METAL MONEX

WE DON'T KNOW JUST WHERE, wHEN OR

How PRESIOLUS METALS WERE FIRST

LSEDR &5 MONEY, WIDELY SEPARATED

SACIETIES AT DIFEEREMT TIMES BECAME

ATTRACTED BY THE GLITTER AND SPARKLE
OF SILVER AND SOLE.




MERCANTVLAEM
I THE I7TH CENTLURY, EUROPEAN MATIONS FOLLOWED AN ECOMOMIC PHILODSOEHY KHOWM
A% WMERCANTILESA, ™

MERCANTILISTS BELIEVED THAT MATIONS REMAIMED POWERFLUL
AND WEALTHY BY AMASSING GOLD AND SILVER BY SELLING
MORE MERCHANMSE THAM THEY BOUGHT. THEY ESTABLISHED
COLOMIES AND TOOK REaw MATERTALS AMD
PRECIOUS METALS FROM THESE MNEW
LANDS WHILE SELLING THEM GOODS,

— -

Y 776, SCOTTISH PHILOSOPHY PROFESSOR ADAM SMITH PUBLISHED
A BOOK, THE WEALTH OF MATIONS, wWHICH ARGUED THAT THE SOURCE

OF HATIONAL POWER AMD WEALTH
WASH'T GOLP AND SILVER 8UT
PRODUCTION OF GOODS.

i

SMITH'S BOOK BECAME THE CORNERSTOME OF A MEW

SOCIAL SCIEMCE-- "ECOMOMICS.® HIS WRITINGS, AND

THOSE OF HIS CONTEMPORARIES, SLOWLY TURNED EUROPE

TOWARD IMPROVING PRODUCTION AND DEVELOPING INTER-
PEPEMDENT TRAPE.

THE CHIWESE USED GOLD CLBES
A4S EARLY 4% 2100 B.C., AND THE
BIBLE MENTIONS PRECIOUS

THEY'RE GREAT! IF

THE L¥Diamns "ﬁl WEST TURKEY

CAST THE EARLIEST KNOWHN CO|MNS

AROUND 70O 8.2, THESE WERE

CRUPELY INSCRIBED GOLD AND
SILVER PELLETS.

% MDEJLUEE'EDW‘SHEREH“FIWFMPE Tale]] T

pna:musﬂ-.gm N i 1
LJ-EHHEFFEMHEEGHGUEETETHATHEW.E

OF GOLD AND SILVER INMEW-H r.'n.rrwn -THIR .

"
™HE ¥ ~
FORTUMES | "3,‘
OF WAR

ARE
KILLING

ME! £
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. W TH mhﬁmw FOR SRFE-

| PON'T RUSH ME--
i .\ T'ah PACKING MY
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LE ALSD BEGAN PAYING BILLS WITH LETTERS INSTRUCTIMNG SOL0-
234 [THS 10 GIVE COIMS TO THE HOLPER OF THE LETTE

EGAN AMITHER FHASE (N THE
STORY OF MOMEY--CHECKS.

i1



FAPER MOMEY, WHICH THE CHINESE COMMORITY MONIES SUBSTITUTER FAIRLY WELL

WERE ALREADY USIMNG ARQUND 1200 FOR SCARCE |:|31h' FOR. THE CDLQ'-.IJE-TE BHUT ROT
Al G-E':‘EW FASTEST IN COIM-POOL EIR GOVERNMEN
AMERICA,

SE»'ER‘AL COLOMIES IN THE LATE D08 ISSUER AS LONG A5 THE COLONISTS BELIEVED THE
FRFPER MONEY TO PEY BILLS LUNTIL ENOLESH FAPER WOLLD BE BOUGHT BACK DR RE-
TAXES COULD BE COLLECTEDR 1M GOLD AND DEEMER, IT wWhs ACCEPTED. BUT IE THEY
SILVER T 8UY THE PAPER BACK. HaD DOUBTS, THE PAPER WAS SHUMNED.

ALTHOWUGEH PAPER MONEY PROBLEMS WERE WELL BUT CONGRESS ISSUED SO MLUCH
MO THEM, THE CONTINENTAL COMERESS HAD T PAPER THEY CALUSED "IMFLATION" -~
FIRAMCE AM ORMY AND, WITHOUT TAXING POWERS, A COMNPITION OF SOARING PRICES-~
TURMED T THE PRINTING PRESS. WHICH MADE PEOPLE BITTERLY
OFPOSEL TD GOVERNMEM T-|SSUEDR

FAFPER MONET

| TGE-J'-'LCCD $‘|-’-




EVEN THOUIGH
ITSELE AMD PROHIBITED STATES

LINTIL THE CIViL WAk

CONGRESS KEPT IgE POWER T
ESELING
PRPER MONEY, IT RIPK'T LISE THAT POWER

EARLY PAPER MONIES WERE PROMISSORY

FOTES THAT REPRESENTED PRECIIUS METALS,

THEY COULE BE REPEEMED AT A GOLOSMITH
OR TREASURY.

e

THE MEW LS. TEEASURY, FORMELD 1M
1785, LACKEDR ENOUGH PRECIOUS METSL
TE MESUE ALL THE COlN THE GROWING

EHGLAND LARSELY SALVEDR ITS FRECIOUS METALS

SHORTAGEE W THE LATE IG00S 8Y ESTABLISHING A

PRIVATE BANK-- THE BaME OF ERGLAMD, WHIKCH l:'.'.ﬂE

EMPOWERED TO |SSUE PAPER MOMEY. LATER, THE BAmkF
BEECAME BRITAIN'S "CENTRAL BamMe."

ECOMOMY NEEDEL .

THE PRINCIPLE THAT "CHEAR MOMNEY DRINES
EXPEMSIVE MONEY OUT OF CIRCULATION"
EECAMME KMOWMN AS "SRESHAMS LAW." [N THE
9TH CENTURY, WHEN THE POLLAE'S VALUE
WAS FIXER A% REPRESENTIMG 4 CERTAIM
AMOUNT OF SOLE AND SILVER, AMERICANS
TEMNPER T2 HOAED THE MORE EXFPENSIVE

AMD SPEMD THE CHEAPER DNE AS THE
MARHKET PRICE OF EITHER METAL CHEMNGEL,

GRESHAM'S LAwW

K THE I&6TH CENTURY. UEEN ELIZABETH'S MOSTER OF THE MINT, THOMAS
GRERESHLM , OBSERVED THAT WHEN Two METALS, SUCH AS GOLE aMl SILVER,
CIRCULATE A5 SGHEY. THE CHEAPER METAL EVEMTUALLY BECOMES THE
COMINANT MEDILM OF EXCHANGE WHILE THE MORE EXFENSIVE METAL WaS
HOARPER SOLEF ABRCAD OR MELTEDR OWR .




BY¥ THE [9TH CENTURY, EVERY
AOJOR MATION BUT THE U.5.
HAR &4 CENTRAOL Bapk, .5,
MOMEY MEEDRS 'WERE MET BY
FRIVATE BANKS CHARTERED

SankS TOOM 1M GOLD AND
SILYER PEASSITS ANE MADE
LOANES AND PAYMENTS 18
THEIRE QWK NOTES wWiHICH
WERE FEEREEMABLE (4 GidLlr

BANKS HAD TO KEEF A PRECIDUS

METAL "REFERYE" QN HAND T
MEET REGEMPTIONS,

Ta SFERATE BY STATE
GOVERERMENTS,

=

BTATE: Bahk NOTES WORKED WELL [N LOCAL REAS
= PEOFLE WERE SURE THE IS5LMNG BARE was
I GO0 CONDITION AND ITS NOTES COULE BE
REREEMEDR.

IF PEPDSITORS FEAREL & EANK COULDN'T BEFESM

TS HOTES, THEY RUSHED TD RECESM NOTES AND

FREAW DUT PEFRSITS 1IN GOLD OF SILYER, EEFOREE
RESERYES RISAPPEARED.

WE WENT
DUR MONEY!

HEVER HEARD OF
"THE LAST NATIKAL

GET IM LINE

BANK OF SECAUCLES, e
HEW JERSEY." Bﬁlﬂl{
NOTES
SJJ%JDEI:T
20%
DISCOUNT

e —

THE WILDCATS
[M THE EARLY IB005, AMERICA HAD AMbNY HOMEST WELLRUN
BAMES, BUT OTHERS EARNER REFUTATIONS MORE FOR FRALD
THAN IMTEZRITY.

WILCOATY BANKS GOT THEIR NAME BECAUSE THEY WERE
LOCATEDR N EEGIONS S0 REMOTE AND HOSTILE THAT WILDEATS,
HOT 1OTE HOLPERS, CAME TO THEIR (OGRS,

BEFDRE STATE LS BEGULATED BANKS, BANKERS
KHEW THAT THEY HAD TO KEED A CERTAIM SMOUNT OF
FRECIOUS METAL TO REGHEEN NOTES OMD TO POy OUT ]
Chl BEQUEST. TOASSURE THE PUELIC THAT “RESERVES”
WERE AVAILABLE, VALUILTS WERE CETEM LDCATED
WHEREE CUSTOMERS f.‘lﬁELIT'Il.:'L'i* VIEW THE PRECIOUS

SETAL.

-
o
BUT LESS SCRUPLLDLS BAKKERS
WEREN'T-SUITE TRUTHFLL, THEY
WIOLILD SPRIMKLE GOLD DR SILVER
COINSG ON TOF OF KESS OFMATLS.
M LATER YEARS WHEM STATE EXAMIMERS CHECKED
RESERVES, SOME SLICK OPERATORS SHIPPED
RESERVES FROM BANK 7O BANK MINUTES AMEAD
DFE THE EXAMIMNER.




DESPITE BAMICS AND FAILURES, STATE-BAMK MOTES WERE WIDELY USED DLRING MUCH DF
THE (8005, By THE EARLY WBE0s, MORE THAN IO.000 SEPARATE ISSUES OF DIFFERENT
S{ZES, COLORS AND DESIGNS WERE IM CIRCULATION,

R A

U,
THE CIVIL wWaR PRODUCEDR CHANGES A5 RAFIDLY AS THE RELUSTAMTLY, CONGRESS
THAT SET THE STAGE FOR TORYYS TREASURY PAID BILLS PSSUER FARER MONET-LU. 5,
MOMNEY SYSTEM. WITH GOLD AN SILYER MOTES - THAT WAEN'T BE-
COlM, THE METAL WAS LEEMABLE [N GOLD QR

HOARDER: SLYER -

THE FEDERAL GOVERMMENT SOULDN'T
RAKE EuOLGH MONEY TO PAY FOR THE

CIVIL WAR THROWSH BOND SALES AND
TAKES,

CONGRESS TRIER MAKIMG THE MOTES \ THE GOVERMMENT ALSO BEGAM
. ACCERTABLE B ns-::r.nﬁ.w% THEM "LEGAL CHARTERMSG “MAaTIONAL BAMKS,™
TEMDER,” WwH A 'I’HJ Hap 1o BE WHICH WERE GIVEN PAFER CLRRENCY
ACCEPTED M PAYMENT oF ALL PRIVATE THEY COULR ISSUE AS THEIR QWM.
DEETS. STATE BANKS WERE STOFFPED FROM

ISSUNG NMOTES.

HE"Y:
LOCk= DU
MLMEY S

BEEM
TENDERIZEDS




L THIKE
WE HAVE A

BUT AS THE GOVERMNMENT PAIR OFE ITS BONDS AFTER
THE WhAE, THE AMOUNT OF BOMDS LUSED AS BACKING

HATIONAL BAMKS RECENWVED

FOR CURRENCY SHRAME, AND THE MONEY SUPPLY BE-
CUERENCY IM PROPORTION T THE CLINED. THUS, THE CASH SUPELY WAS “INELASTIC™-
AMOUNT OF GOVERNMENT BopNDS INCAPABLE OF EXPANDPING QR CONTRACTING WHEN
THEY FURCHASELD, NECESSORY.

THIS INELASTICITY LED TO "MONEY PANICS™ THAT PERIOMCALLY WRACKED THE
MATION LINTIL 1913, WHEM THE BANKING SYSTEM WAS RESTRUCTURED.

MONEY, BANKS AND THE FEDERAL RESERVE
AT THE TURN OF THE CENTURY, MOST BANKS KERT LITTLE CASH ON HAND.
SMALL COUNTRY BANKS PEPDSITER CASH RESERVES AT LASSEER BANKS,
WHICH THEM DEFCSITER THEM AT BIE CITY BANKS, WHICH LEMT THEMW TO
ELSINESSES AND BROKERS.

|

¥;

¥ BOY
CORM |5

REA\U]-y
1 i




THIS “PrEAMIDMST OF RESERVES HURT BAMKS AND THE FUBLIC.
A WIPESPREAD, SUDPEN PEMAND FOR CASH, BECAUSE OF SA¥, A
BLUMPER CROP, COUSED SMALL COUNTRY BANES T &%k

ECi THEIR RESERVES BACK.

e -

e

| PR BRSSP

T PROVIDE THOSE RESERVES, BIG CITY BAMNKS LEFT THEMSELYES WITH LITTLE CASH To
MEET THE DEMAKNDS OF THEIR OWHN CUSTOMERS. EVENTUALLY THEY RAN S0 LOW ON CASGH

A P MRC ETM.RTEP?

I NEED
I WiAMT MY A MNEW
CHRISTMAS CLUB L wWANT Py 7\ CALENDAR!
MOMEY ! LLINCH

A VERY SEVERE PANIT IN 1907 SPARKED A REFORM MOVEMENT THAT ENDEDR IM 1912 WHEN
CONGRESS ESTABLISHEDR THE FERERAL RESEREYE SFSTEM - 12 REGICHAL RESERVE BANKS
AMD THE BOARE OF GOVERMORS IN WASHINGTOM. 0. C.




FEPERAL RESERVE BANKS WOULD HOLD THE RESERVE BAKNKS WOULD LEND MEMBER BANKS

EESERVES OF ALL NATICNALLY CHARTERED EUNDS TO MEET sUPDEN AND LNEXPECTED
BANKS, WHICH HAD TO JOIM, AND ANy STATE- CUSTOMER WITHEREWALS, AvOiDiNG THE SA5H
CHARTERED BANKS THAT WANTED To AN, SHORTAGES THAT TRIGGERED FAMICS.

FRB

T i T S

1! —n BTATES .:1;--':J o : i
B EACH RESERVE BANK WOULD ISSUE ITS Owr MOTES, KNOWK W
i TODRY AS *FEDERAL RESERVE MOTES.” THE GOLD "BACKED"
i NOTES WOULR BE ISSUED A5 EACH REGION'S CURRENGY :
] NEECS ROSE., WHEMN DEMAND FOR CURREMCY SLACKEMNED T
Wl THE MOTES WOULD BE RETURNED TO RESERVE BANKS AS i

k| DEFODSITS BY COMMERSIAL BANKS. THUS, MONEY COLLD

AS NEEEL i }1!|‘
CRETFERL-TEES N~ T S

Levim G Q

MONEY IN THE 20TH CENTURY

BECAUSE THE AMOUNT OF SO AND PAPER MONEY Was TIED TO
GOLE, INDUSTELAL HATIONS GEFEELJ&-IEEEEITHER BooM OR BUST

A RISE |M GOLED HOLDNGS, EITHER PURING THE DEPRESSION.
FROM NEW DISCOVERIES O PAT- IF GOLE HOLDHNGS OF THE 19308, MOST

MENTS FROM INTERNATIONAL DIGA'T EXPAND AS HATIONS ARANCONED
TRADE, INCREASED A NATION'S RAPIDLY AS OUTPUT, THE RIZID LSE OF GOLE
MOHEY SLPFLY. IF MONEY ROSE FRICES FELL AND o] i

FASTER THAN CGUTPUT, PRICES
FOARED.

WORKERS WERE
LAID OFF.




A CLAIN ON GOLER OF SILVER,

ToDayY MOST COIM AND CUREENCY [ "FIAT“MOHEY=-"MONEY BY VIRTUE OF GOVERNMENT PECLA-
RATION AND PUBLIC ACCEPTANCE. FIAT MOMEY ISNT VALLIABLE IN ITSELF AND DOESNTT REPRESENT

FIAT MOMEY IS
ACCEFTABLE
BECAUSE PEOPLE
EHOW MONEY'S
TELUE VALLE IS
ITS PURCHASING
FPOWER--ITS
ABILITY TO BUY
GOOE AMD
SERVICES-- NOT
ITS METALLIC

VALLE.
THERE GOES '
MY STANDARD e Sk
QOF LivisG ! RISE
; oo {INFLATION),
B¢ | MONEY'S
f— VaLlE
| QUMDROPS | | DECLINES.

FRICES RiSE WHEM A NATION HAS ToO MUCH

MOMEY. AMD PEOPLE AND BUSINESSES SPEHD-

IMGE THE EXCESS MOMEY BUY UP SAILABLE
SOO0S AMD SERVICES,

A5 SUPPLIES SHEINK, PRICES BEGIN RISING .
BUT WITH MORE AKND MORE MOKNEY, PEOPLE Can

PRICE

AND THE MACHIMERY
OF INELATION HAS
STARTEL.

i
g
E

1%



THE STORY OF MONEY 15 PUNCTUATED BY EPISODES OF INFLATIGN THAT FESTROYVELD
MONEY'S VALUE. GERMANY SAwW THE WORST INFLATION OF AlY MOPERH INDUSTRIAL
COLMTEY oMLY FIFTY YEARS AGC, WHEMN THE VALUE OF ITS' PAPER MONEY FELL S0 LOW
THAT CURKENCY WAS & CHEAFER FUEL THAN FIREWOOL .

[
' "~ NOTHING

LIKE SOLE CASH
TO MAKE &
HOT FIRE!

MEN AND MONEY

ALTHAOUGH ECONOMISTS KMEW FOR CENTURIES THAT CHAMNGES [N THE
AMOUNT OF MONEY AND HOW GUICKLY IT WAS SPENT AFFECTEDR BUSINESS,
THEY RIDN'T DISCOVER HOW THE RELATIONSHIP WORKER UNTIL THIS
CENTURY.

W, AMERICAN MATHEMATICIAN AND
ECONOMIST, IRVING FISHER, MATHEMATICALLY
PROVED THAT DOUBLING A MATIONS MONEY
SURPPLY wWOULE DOUBLE PRICES, HE
BELIEVED ECOMMMAIC "BDOMS® AND "BUSTS"
WERE MALAMES CAUSED BY TOO MUCH OR,
TOO LITTLE MONEY. EISHER'S COMBINELDR
USE OF STOMSTICS. MATHEMATICS AMD
ECOMOMICS HELPED START A HEW aPFPRoACH
T0 ECONDMICS KROWH A5 "ECONOMETRICS.”

N THE [950s, ANOTHER AMERICAN
ECONOMIST, MILTON FRIEDVAN, SUBSTANTIATED
FISHER'S THEDRIES AMCY CONCLUDEDR THAT
CHAKMGES 1M THE AMOUNT OF MOMEY ARE A,
MAJOE INFLUENCE ON QLR BOONOMY 'S
CHRECTION AND THE FACE OF PROPUCTIAMN,
EMPLOYRENT AMD SPENDIMNG. A STABLE
ECOMOpY, HE SAID, REQUIRES MONEY
SUPPLY TO INCREASE STEADRILY INM
PROPORTION TO OUR ARILITY TO PROPUCE.

=

ERIEDMAN'S VIEWS, KNOWMN A4S WMOMETARISM,"
HAVE WASTLY INFLUENCEDR HOW WE THIMNE
ABOUT MOMEY, ANE THE WY THE FEDERAL
RESERVE CONTROLS DUR-MONEY.
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MOST COLMTRIES HAVE CENTRAL BANKS . THE FERERAL RESERVE

WJ&JBLE Fﬂ.ﬂ.mluﬁﬁsﬁaﬁ Eiﬁrﬁ? :
THAT TRY TO BALANCE THE MONEY AVAILABLE T CREATE 50 MLICH MONEY THAT WE
GET IMFLATION, MOR 50 LITTLE WE

SUF
PUCTICN AMD RSk
RECESSION

FOR SPEMDING WITH THE ECONOMY'S ARILITY
TO PRODUCE BY CONTROLLIMG BAMEK LEMD-

ING == THE ACTIVITY THAT CRESTES WEW . FROM FALLING

FE
i

THAT JOB IS8'T EASY, INDEED. NO CENTRAL BAKNK HAS BEEN ENMTIRELY
SUCCESSFUL IN MAINTAINING THE PROPER. BALANCE BETWEEN T
MLCH AMNE TOO LITTLE MONEY:

QNE PROBLEM
THE FELERAL ;
RESERVYE FACES IS b
BALAMCING MOMETARY
FOLICY WITH GOVERMMENT
SPEMCI MG AME TEXIMG
ACTICNS - FISCAL FoLICY.
AROTHEE PROBELEM IS
THAT PEOPLE CAN'T
AEEEE OM JUST HOW

MUCH MOMEY IS s

EMCUGH . .
MOBEY 'S FORM, 4% WELL As OURE UNDERETANDING OF
ITSE VALUE: H4s CHAKNGEDR OVER THE CENTURIES. WITH

THIS HEW UNDPERSTANGING, QUR ATTITURES ABOUT
CONTROLLIMG MOMEY HANE CHANGED,
ELECTREONIC LLITE ARy
CHARGE IT. VIEWING SATE - 44 BAME,
SCEEEM - (]|
A} i EARTH

i}
CHARGE l ' 1 ﬁ‘*;.ﬂ.lf-f
& A b =4 b o

ngTEE
W “eceiver

1M

THE FUTURE, MOMEY'S FORN MAY CHAMGE DRAMATICALLY, TOD, WE ARE ALREADY LIS|MG SOUNE
FORMS OF "ELECTROMIC" MOMEY WHICH MAY, FERHAPS, DOMIMATE THE NEXT FHASE OF THE STORY

OF MOHEY. BUT THE FRINCIFLES THAT WE'VE LEARNED HERE WILL REMAIN THE SAME.
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The' halicranng comes-sryle boobleis alzo are avsilabls
Terre: v Fedarnl Aeserve Bank of Row York:

The Story of Checks
and Electronic Payments
The Story of Banks
The Story of Inflation
The Story of Consumer Credit

FEDERAL RESERVE BANK OF NEW YORK
Pusdici Irviormstion Dopar mes
33 Libpriy Slrasd = Haw York, N.Y, 10045






