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Introduction to Business
Lecture notes/study guide

Chapter 15 Understanding Money and Financial Institutions
· Define money.
· Characteristics of money.
· Money’s function.
· What does it mean when they say money is a medium of exchange?
· How does money serve as a standard of value?
· As a store of value, __________________________________________.
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· The U.S. money supply is composed of _______________________________________.
· What is currency?
· How is the amount of currency in circulation determined?
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· What do demand deposits consist of?
· How do time deposits differ from demand deposits?
· Two terms used by economists.
· M1 is used to describe what?
· What does M2 include?
· Purpose of credit cards.
· What are credit cards also referred to as _______________.
· Credit cards are not money, they are a ________________________. 

15.2 The Federal Reserve System
· Central bank of the U.S.
· The Federal Reserve System is commonly called the ________.
· What is the Fed’s primary mission?
· The Fed’s action affects what?
· The Fed consists of ______________.
· What do each of the banks cover?
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· Most important function of the Federal Reserve System.
· Three tools used by the Federal Reserve System.
· Most frequently used tool.
· What does the open market operations involve?
· What happens when the Federal Reserve buys and sells bonds?
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· What are reserved requirements and what is their percentage range?
· Raising the reserve requirement results in what?
· What happens when they lower the reserve requirement?
· Why is the Federal Reserve called “the banker’s bank”?
· Define discount rate.
· Spread refers to what?
· Does the Federal Reserve System set rules on credit?
· What is this power called?
· Selective credit includes __________________________________________.
· What does consumer credit establish?
· Margin requirements specify what?
· Federal Reserve distributes _____________________________________________.
· How does the Federal Reserve process and clear checks?
· What is the time between when a check is written and the funds are deducted called?
· By “playing the float”, what can businesses do?
· Why did the Fed’s intervene in the 2007-2009 financial crisis?
· What did the Fed’s do?
· Result of the financial meltdown.
· The Dodd-Frank Wall Street Reform and Consumer Protection Act is known as the ______________________.
· What did Dodd-Frank create?

15.3 U.S. Financial Institutions
· Financial intermediation, what is the process?
· Two broad groups of financial intermediation.
· Depository institution _______________.
· [bookmark: _GoBack]Nondepository institutions _________________.
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· Depository institutions.
· What do commercial banks do?
· Commercial bank’s major source of funds.
· What do they use these funds for?
· Are commercial banks considered corporations?
· Bank charter defined.
· Who are national and state banks chartered by?
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· Thrift institutions formed to specifically do what?
· Types of thrift institutions.
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· Are credit unions considered for profit or not-for-profit?
· What are credit unions?
· Commonality among members of a credit union.
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· Nondepository financial institutions, who do they serve?
· Types of nondepository institutions. 
· Which nondepository is a major supplier of funds?
· What are pension funds?
· Who are they managed by?
· Brokerage firms do what for their clients?
· A finance company makes what?
· Who do they typically make loans to?
· What do commercial finance companies do?

15.4 Insuring Bank Deposits
· The Banking Act of 1933 empowered the Federal Reserve to do what?
· What provision was created from this Act?
· The Federal Deposit Insurance Corporation (FDIC) does what?
· What else did the Act enable the Federal Reserve authority to do?
· Major deposit insurance funds.
· The Deposit Insurance Fund (DIF) provides deposit insurance to ________________.
· The National Credit Union Share Insurance Fund is administered by who?
· Who do they provide deposit insurance to?
· Role of the FDIC.
· How does the FDIC ensure banks operate fairly and profitably?
· What actions can the FDIC take when a bank has serious financial problems?
· Who does the FDIC work closely with?

15.5 International Banking
· Why have many U.S. Banks expanded overseas?
· Can it be difficult for the U.S. Banks to expand internationally?
· Why?
· What impact do international banks operating in the U.S. have on our economy?
· What factors make international banking a high-risk venture?
[image: ]
[image: ]


15.6 Trends in Financial Institutions
· Factors that will influence financial institutions.
· Significance of technology.
· Describe fintech services.
· Why will they continue to disrupt the banking industry?
· Mobile financial apps advantage.
· How will this affect branch banking?
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Currency paper is composed of 25% linen and 75% cotton.

About 4,000 double folds (first forward and then backwards) are required before a note will
tear.

As of mid-July 2017, there was more than $1.56 trillion in U.S. currency in circulation, with $40
billion in coins.

'95% of the notes printed each year are used to replace notes already in circulation.

The largest note ever printed by the Bureau of Engraving and Printing was the $100,000 Gold
Certificate, Series 1934,

During fiscal year 2017, it cost approximately 5.4 cents per note to produce nearly 40 billion
U.S. paper currency notes.

A stack of currency one mile high would contain over 14 million notes.

1f you had 10 billion $1 notes and spent one every second of every day, it would require 317
years for you to go broke.
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