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Chapter 15: Understanding Money and Financial Institutions


Section 15.1 Show Me the Money

	Title
	Source
	Length
	Slides

	Money Supply: M0, M1, and M2
	YouTube: Khan Academy
	10:03
	6, 7



Synopsis: As with all other commodities, like coffee, soybeans, barrels of oil or gold, money too has a “supply”, meaning a fixed or finite available amount at any particular time. What is a little different are the levels of money in an economy, which have their own special names starting with “M”, depending upon what is contained within that certain measurement.

Video 1: https://youtu.be/_LPh72gx6GE

As discussed in Section 15.1, money has a “supply”, meaning a fixed or finite available amount available at any particular time. What is a little different are the levels of money in an economy, which have their own special names starting with “M”, depending upon what is contained within that certain measurement, such as cash, checking accounts or savings deposits.  Typically, these levels have to do with how easy it is to access and spend that source of money, which is known as liquidity.  

View the Khan Academy video and notice the distinctions made in the video between M0, M1, and M2. Are they different from the way the text describes the money supply? Does it make sense for Sal Khan to add the category M0 to represent the cash in the economy? Why aren’t credit cards considered money based upon what the text and the video explain?

Section 15.2 The Federal Reserve System
 
	Title
	Source
	Length
	Slides

	Learn How the Federal Reserve Works
	YouTube: Yahoo Finance
	4:34
	11, 12



Synopsis: 

Video 2: https://youtu.be/t4wsYSDeZC4 

Review Section 15.2, paying particular attention to Table 15.3, which summarizes the short-term effects of the three main tools of the Fed on the economy. Then watch the video from Yahoo! Finance to gain additional perspective on how the Fed tries to influence the U.S. economy.  

Can you fill in the chart below without looking back at Table 15.3 or the video? If not 100%, how much can you complete from memory?  

Remember, when the Fed sells bonds, that pulls money out of the banking system to make these purchases (the Fed gets the money, but the buyers get the bonds).  Alternatively, when the Fed buys bonds back essentially from those who have already bought them, that pushes money into the banks (the Fed gets the bonds, the bond sellers get the money). 

Key Takeaway: when there is more or a surplus of something, the price tends to go down, and when there is less or a shortage of something, the price tends to move up.  This something can be money or any other commodity.  By the way, the price of money has its own special name: Interest.  


	Tool
	Action
	Effect: Money Supply
	Effect: Interest Rates
	Effect: Economic Activity

	Open market operations
	Buy gov’t bonds
	?
	?
	?

	(OMC)
	Sell gov’t bonds
	?
	?
	?

	Reserve requirements
	Raise RR
	?
	?
	?

	(RR)
	Lower RR
	?
	?
	?

	Discount rate
	Raise DR
	?
	?
	?

	(DR)
	Lower DR
	?
	?
	?




Section 15.3 U.S. Financial Institutions

	Title
	Source
	Length
	Slides

	Paypal, Stripe, Square vs Merchant Accounts
	YouTube: BancardSales
	17:19
	20, 21



Synopsis: Financial institutions offer a variety of electronic deposit, transfer and payment options. Learn how the most popular Person-to-Person (PSP) payment solutions compare to traditional merchant accounts.

Video 3: https://youtu.be/eA6RUWYZ97Q 

Section 15.3 explains the financial system prevalent in the USA. This section also discusses how both mobile and P2P (Person-to-Person) payment systems have been popular with consumers.  Therefore, business owners and managers must understand and choose the best options for their particular business. 

After reading this section in the text, view the linked video which clarifies the differences between several key P2P provides such as PayPal, Stripe and Square.  What might be the advantages and disadvantages of each type of payment system to the business? Why might a business owner or manager decide to accept all or most of the payment alternatives available today, and why might they avoid any of these options? 

Section 15.4 Insuring Bank Deposits

	Title
	Source
	Length
	Slides

	Deposit Insurance Coverage Overview
	YouTube: FDICchannel
	3:27
	23, 24



Synopsis: The FDIC insures deposits at commercial banks and thrifts, but exactly how much coverage is obtained by those having either single, joint or retirement accounts?

Video 4: https://youtu.be/i27z3VluaUo 

Review Section 12.4, especially the Role of the FDIC.  Next watch the video produced by the FDIC itself. Pay particular attention to the way the calculations were performed in the video using the examples provided.

What is the maximum FDIC insurance a single account holder may have at a specific financial institution?   What about a joint account of two or more people without any beneficiaries? What if an individual has one or more eligible self-directed retirement accounts in the same financial institution?

What about business, government and employee benefit plan accounts, are they covered or exempted from the security of deposit insurance from the FDIC? To learn more about this topic, visit https://www.fdic.gov/.

	Title
	Source
	Length
	Slides

	It's a Wonderful Life
	YouTube: Hoosiertown
	4:00
	25, 26



Synopsis: George Bailey, as head of the town’s savings and loan association, keeps his own salary at a reasonable level. He makes sure that the S & L is operated for the benefit of its members and serves the interests of the community. He has a lifelong competition with the town’s richest businessman who, despite his vast wealth, will do anything to make another buck.

Video 5: https://youtu.be/iPkJH6BT7dM
As George Bailey sets off on his honeymoon in a taxicab, he realizes that depositors have gathered outside a local bank, demanding their money. Instead of continuing on his honeymoon, George hustles to his beloved Bailey Building and Loan, where he finds it closed and hence in mortal peril. 
The ensuing scene encapsulates the promise of the American financial system. And it explains why, in the first half of the 20th century, policymakers encouraged the development of institutions and markets powerful enough to make—or break—the lives of all Americans. 
Of course, the scene also dramatizes the financial conflict between protagonist George Bailey and antagonist Henry F. Potter. After George lets his distraught depositor-investors in and the Building and Loan opens for business, he learns that Potter recently acquired the town’s other bank and then ordered the immediate repayment of funds it had loaned to his Building and Loan, thus denuding the mortgage lender of all its cash.
That premise would have been plausible and familiar to viewers of the movie because, in that era, financial intermediaries often made short-term loans to each other that stipulated repayment upon demand. The subtext, revealed in this and a previous scene, is that the Bailey Building and Loan needed to borrow from the bank because some of its own borrowers were in distress and not making payments. 
Today, Savings and Loans are regulated and the deposits are insured at the same levels as Banks. Would a scene like this be likely in today's environment?
Section 15.5 International Banking

	Title
	Source
	Length
	Slides

	IMF Lending
	YouTube: IMF
	1:57
	29



Synopsis: The IMF is mentioned in this Section for its role in stabilizing the European and global economies, but why and how does the IMF intervene? 

Video 6: https://youtu.be/xJAdgUXQAM0 

The international financial system was introduced in Section 15.5, and World’s Biggest Banks as of 2017 are displayed in Table 15.7.  But what happens when a global bank fails, or worse when the entire economy of a nation is so financially fragile that their government is unable to pay for essential services and salaries of government workers?  

This is why one key reason the IMF was set up in 1944.  View the video to understand the basics of what role is played in the global financial and economic system by the IMF, and check out the IMF’s website for more details here: https://www.imf.org/en/

In recent years, for example, the IMF provided different kinds of help to Vietnam, Columbia and Ireland.  Check out the links to each nation’s story and see if you can report which of the three examples the IMF states was helped with:

Economic Surveillance
Capacity Development
Lending
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