Study Guide

Chapter 10 Money and Commercial Banking
1. Concepts
Barter
Double coincidence of wants

Money 

2. Functions of money.

Medium of exchange

Unit of account

Store of value

3. Type of money

Commodity money

Gold Standard 

Fiat money

4. Money supply 

M1 

M2

5. Goldsmith banking 

Safe keeping – check – balance sheets – fractional reserve banking – commercial banks 

6. Money creation 
Reserve ratio
Process of money creation

Money multiplier

Formula 1. Money multiplier MM = 
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Formula 2. Changes in Money supply = initial deposits x MM
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