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Money
· Money has three functions.
· It serves as a medium of exchange, a store of value, and a measure of value.
· Anything that people will accept in exchange for goods can serve as money.  
· In the past, people have used salt, animal hides, gems, and tobacco as mediums 
of exchange.
· Coins are metallic forms of money.
· Currency includes both coins and paper money. 
· Checking and savings accounts are also forms of money.
· We value and accept money because we know someone else will accept its value as well.
· Without this confidence, we would not accept it from someone else as payment. 
· Money by itself has no other value.  
· The materials used to make coins and paper money are worth less than the value of the items as currency.
· Would you accept a handful of seashells as payment for a baby-sitting job? Why or why not?
· The Financial System
· Money saved at a financial institution does not stay there. 
· The institution lends it.  
· The interest charged on the loans pays expenses and earns a profit for the institution. 
· Commercial banks offer full banking services.  
· Most people have their checking and savings accounts in commercial banks.
· Savings and loan associations (S&Ls) traditionally loaned money to buy homes. 
· Today, S&Ls perform many of the activities that commercial banks do. 
· Credit unions are nonprofit organizations sponsored by large businesses, labor unions, or government institutions.  
· Only members of the sponsor may use the credit union. 
· All financial institutions bring savers and borrowers together.
· Regulation and insurance work to keep our financial system safe. 
· Financial institutions report to regulatory agencies.  
· They must follow rules and accounting practices that minimize unnecessary risk.
· The Federal Deposit Insurance Corporation (FDIC) is a federal corporation that insures individual accounts in financial institutions.
· If a bank fails, the FDIC will return to depositors the amount of their deposit up to a maximum of $100,000.
· The FDIC was created after the stock market crashed in 1929, and the resulting crisis wiped out people’s savings.
· Insurance helps people feel that they can safely deposit their money in a financial institution.
· What similar function do different kinds of financial institutions perform?
· 

