Chapter 10 – Money and Banking – Study Guide

Vocabulary

Money 

Qualities of money

Durability

Divisibility

Portability

Uniformity

Limited Supply/Scarcity

Acceptability/Intrinsic Value

Kinds of money

Commodity Money/Specie

Representative Money

Fiat Money

First Bank of U.S. 

Alexander Hamilton

Second Bank of U.S.

Andrew Jackson v

“greenbacks” 

Jekyll Island 

Federal Reserve System

“Federal Funds Rate”

Powers of the Federal Reserve Bank

Federal Deposit Insurance Corporation

Inflation 

Commercial banks

Certificates of Deposit

Savings and Loan

Resolution Trust Corporation

Credit Union

Investment bank

Fractional Reserve System

M1

M2

Liquidity

Mortgage

Name: _______________________________

Period: _____

Chapter 10 – Money and Banking – Practice Test

I. Qualities of money

Directions: Identify the quality or qualities that are lacking in the specified commodity to qualify it as money. If none, write “none.”

_______________________ Tobacco

_______________________ Houses

_______________________ Paintings

_______________________ Sand dollars

_______________________ Ordinary paper

_______________________ Automobiles

_______________________ Whiskey

_______________________ Gold

_______________________ Silver

_______________________ Computers

_______________________ Kitchen tables

_______________________ Sea water

II. Fill in the blanks

Directions: Fill in the blanks with the appropriate word.

1. The history of central banking in the United States began with the First Bank of the United States, which was proposed by Treasury Secretary ___________________ under the Presidency of ___________________. _________________ and _____________________ opposed the bank on constitutional grounds, the latter letting the bank expire at the end of its 20-year charter. The Second Bank of the United States also lasted 20 years, vetoed by President _____________________. During the Civil War, President Lincoln floated the ____________________ to help finance debt from the war, but no central bank was enacted. In 1910, a secret meeting was held on _______________, ____________ to create a new central bank in reaction to the Panic of 19___. The result was the __________________________, which was enacted in the year _________ and signed by President _______________________.

III. Identification

Directions: Identify the differences between the different types of banks.

Credit Union: __________________________________________

Investment Bank: __________________________________________

Savings and Loan: _______________________________________________

Commercial Bank: ________________________________________________

IV. Short Answer

Directions: Answer the following questions in complete sentences.

1. What is the difference between M1 and M2? And why does the government bother to measure such things?

2. What are the three basic kinds of money? Which one do consumers prefer? Which one does governments prefer, and why?

3. What is the “fractional reserve system” of banking?

4. What is meant by the word “liquidity”?

5. What are the two definitions of “inflation”? Which one is older? Which one, in your opinion, is a better measure of the appropriate money supply?

