Chapter 17, Section 3
The Federal Reserve System

· The federal government regulates the _____________ industry and ________ supply is through the Federal Reserve System

· The Federal Reserve System 

· Created by Congress in ________

· Became the __________ bank of the US

· It was created to make _________ on how banks should operate and to make people feel __________ in putting their money into banks

· Organization of the Federal Reserve System

· The Federal Reserve is divided up into _____ districts

· Wanted the central bank to keep in touch with the business ________ of the country

· The needs of businesses ________ from region to region

· Each district there is a Federal Reserve Bank to _______________ banking in that district

· For Example, the Upper Peninsula is in district ______ and the Federal Reserve Bank in our district is located in _____________

· The _______________ ___ ______________ is responsible for running the Federal Reserve System

· There are ____ members to the board

· They are appointed by the __________________ to ___ year terms

· The _______________________ heads the Board of Governors and currently it is ________ _________________
· Functions of the Federal Reserve System

· You cannot

· ________ money at the Federal Reserve 

· Take out a _________

· Often called the ______________ ___________

· Supply ____________ to banks

· Serving as the Government’s Bank

· Keeps track of federal government’s ______________ accounts

· Collects people’s ______________ taxes

· Keeps track of the federal government’s __________

· Serving as the Citizen’s Bank

· To _____________ and to _______ checks

· Regulating Banks

· Sets a _________________ on the amount of reserves a bank must keep on deposit with the Federal Reserve Bank
· Must have enough ___________ available to meet the demand for ___________________

· __________-___-___________ Law- Requires banks and other  financial institutions to tell you full cost of borrowing money

· Making Loans to Banks

· Will help out banks if a customer _____________ or ______________ large sums of money

· Controlling the Money Supply

· The Money Supply is the amount of money available for ____________
· Three methods in which Federal Reserve System can influence the amount of money loaned by banks

· Change the Federal Reserve Requirement

· If raised, banks will loan out ________

· If lowered, banks will loan out ________

· Change the interest rates

· If raised, people will tend to borrow ______

· If lowered, people will tend to borrow ______

· Buy and sell government bonds
· If Fed buys bonds, banks have ______ to lend

· If Fed sells bonds, banks have _______ to lend

· Money and the Economy
· The money supply is directly _____________ to the amount of money people can spend in the economy.
· A _______________ economy spending is about equal to the production of goods and services
· If there is more money in the economy than goods and services, then ___________ will increase as well as ___________
· Inflation reduces a person’s ____________ _________, because your income stays the __________ but it costs _______ more to buy goods and services
· If there is less money in the economy than goods and services, then demand ______________ as well as _____________
· A slowdown in economic activity and production is called ________________
· Controlling the money supply is a ________________ act.  The Federal Reserve much watch ____________ of goods and services and must act accordingly to those figures
