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M05T OF U5 TEND TO VIEW BANK5 THJ?IFT5 AS
they are PORTRAYEP MeR£...A9 RMAMCIAU

5UPeRA\ARKeT5 SERVICING OUR INPIVIPUAL FINANClAU-
MEEPS. BUT THEY PLAY A MORE IMPORTANT ROUE

IM OUR. ECONOMY BY ACTlMC^ A6 FINANCIAL
INTeRMePlARI£5...GO-BETWEENS LINKING 5AVER5

Amp borrowers and, at the same time, •
PERFORMING A VARIETY OF SERVICES FOR PEOPLE

AMP 8USINES5E6 RA/ING AND
RECEIVING MONEY.

BY
AL weNZEL

Z.

LIKE

CAN I EXCHANGE MY LEFT
OVER. PE505 FOR POLLARS?

there-
safe ANP

SOUNP.

WHAT DO YOU MEAN
NO LOANS FOR MONKE/

BUSINESS?

ENJOY YOUR NEW HOME.

LET'5 LOOK AT
WHERE BANKS CAME

FROM, HOW THEY OPERATE
NOW ANP WHERE THEY
5EeM TO BE HEAPING.



_ THRIFTS HAVE
CONCENTRATEP ON PROVID
ING savings ACCOUNTS...

TWO MAJOR TYPES OF gANK/NG BUSINESSeS
EXIST IN the U.S." COMMERCIAL BANKS AND
THRIFT INSTITUTIONS. "THRIFTS" INCt-UPE

SAVINGS AMD LOAN ASSOCIATIONS. SAVINGS
BANKS ANP CREP/T UNIONS.

...ANP MAKING LOANS FOR HOME SUILPING AND MORTGAGES

WHEN
aANK5 AND THRIFTS LENR THBV CRBATE NEW
CHECKBOOK MONEY BY APPtNG FUNP5 TO
BORROWERS'CHECICING ACCOUNTS. 5INCE
COAAMgRCIAL BANKS CREATE NEARLY THREE-
QUARTERS OF NEW CHECKBOOK MONEV, THEY
PLAY A SPECIAL ROUE JN OUR x —' ~
FINANOAL SYSTEM.

'/A
PEOPLE WAhn* THEIRCASH WELL
PKOTECTEP. BANkS ANO TMRIFTiS
WITH VAULTS ALARM5 AMP PEPC^jV
N5URANCE, OFFER GREATER
SAFETY THAN KEEPING MONEy AT
HOME. '

COQKH

{ the t/pe of account
YOU PUT YOUR MONEY

IN OEPENPS ON HOW
500N YOU INTENP

TO USE IT.

IF YOU PLAN ON SPENPING YOUR MONE/ IN
the near future. yoU'RE BETTER OFF

PUTTING IT IM A CHECKING ACCOUNT.

r
PACKING

IF YOU'RE SAVING FOR A NEW CAR, YOU MIGHT
NOT Pl-AN TO 5PENP THE MONEY IMMEPIATELY-

SO, A SAVINGS ACCOUNT IS WHAT YOU WANT.

THERE ARE VARIOUS TVPES OF
CHECKING ACCOUNTS. DEPOSITS IN
CHECKING ACCOUNTS MAKE UP THE
BULK OF THE U.S. MONEY SUPPLY. THE

REST 15 CURRENCYAND COIN

SIMPLY 8/ WRITING A CHECK. WE TELL THE SANK TO

TRANSFER MONEY FROM OUR CHECKING ACCOUNT TO
V SOMEONE ELSE.

&ANJiS ANP THRIFTS ARE
REQUlReC7 TO KEEPA FRACTION
OP PEPOSITS ON RESERVE THEY
CAN LENP ANP INVENT THE REST
&ANK5 EARN INCOME FROM
L04N5 TO PAY C^EPOSITORS
FOR. THE use OF THEIR ANONEY"
ANP GENERALLV MAKE A PROFIT.

f

WITH INPIVIPUALS DEPOSITING AND WRITING
CHECKS EACH PAY, FUNP5 FLOW »NTO ANP
OUT OF SANkS AND THRIFTS. I



BECAUSE OF ^VkACTIONAL''
peSERVB5. BANI^5 ANI7 THRIFTS
A5 A WHOLE, CAN EyPANC?
CHECX&OOiC MONEY SEVERAL
TIMES-'BY MAIilNS LOAN5

ANC investments.

suppose wesTsic^e bank gets a deposit of
#1000, Keeps A ReSBRVB of 15 PERCENT OR ^150.

n HAS THE PIFFEReNCE-$850--T0 LENP.

HOPE THE PAYMENTS WON'T
SE TOO WRENCHING.

WHEN WEST5IDe UEND5 JAKE THE PLUMBEf^^g^O.THE
FUNP5 ARE PUT INTO A NEW OR EXISTING CHECKING

ACCOUNT FOR JAKE.

WESTSIPE TAKES JAKE'S "
PROMISE TO REPAY THE LOAN

AND CREATES A PEMANJP
PEPOSJT-MONEy HE WIUU

5PENP BY WRITING
CHECKS.

JAKE WRITES A CHECK FORfeSO TO SLICK^ U$EP TRUCK
CO., WHICH PUTS JAKE'S CHECK IN ITS CHECKING AC-

\COUNT AT EASTSIPE BANK. ^

$850 IN DEPOSITS ANP
l5<7o OR #127 50,LEAVING ^722.50 TO LENP TO HEi-EN'5

A-B6AUTY SPA,

WHAT I needed-
"PERMANENT"

CAPITAL.' ^

3aiST2Aa

>JMAa

SUCK'S
you OOT A
BARGAIN.'

( CONTINUES, with BORROWERS'
'N different banks, the

original $1,000 deposit can expanp
TO almost $6,700.

0OVERNMgNT5 0ORKOW WHEN
THEV SELL NEW lOUS TO
BANKS ANP' THRIFTS
investments.

INDIVIDUALS' BORROWINGS HELP THEM
BUY WHAT THey WANT.

7
I'LL TAKE

HOWEVER, MONEV CREATION MUST BE CON
TROLLED. IF TOO MUCH MONEY IS PUMPED

INTO THE ECONOMY/ WE GET INFLATION.

PUMP

MONEY
SUPPLY

ADCv

I RECEIVING

BUSfNESS BORROWINGS
HELP CREATE JOBS.
STOCK SHELVES, BUILP
RACTORIES AND BUY
NEW EQU/PMENT.

THE PURCHASES MADE POSSIBLE BY LOANS
help KEEP OUR. ECONOMY ACTIVE.

BAIT

BILL'S
marina

WITHOUT ENOUGH MONEY ECONOMIC ACTIVITY
SLOWS AND UNEMPLOyMENT RISES.

NOT

hiring

I WONDER IF
they need someone

TO PAINT THIS
FENCE/



BANK RESERVES ARE U5EI> TO
HELP CONTROL THE GROWTH OF BANK

CREDIT. WE'LL LOOK MORE CLOSELV
AT HOW CREPIT 15 CONTROLLEP

LATER, BUT. FIR5T, LET'5 SEE
HOW banking EVOLVEP.

BANKING BEGAN TH0U5ANP5 OF YEARS A60. THE
ASSVRIANS, BAe/LONIANS ANP ANCIENT GREEKS ALU
PRACTICEP SIMPLE FORfAS OF BANKING—SAFE
KEEPING. e;<changing foreign coins anp making
LOANS-MAIMLY IN CONNECTION WITH TRAPE.

ANCIENT ROME HAP TWO TYPES OF BANKERS
—THOSE WHO MAPE LOANS ANP THOSE WHO

EXCHANSEP FOREIGN MONIES.

BRITISH BANKING BEGAN ALMOST BYACCI-
^NT IM the MIP-I600'S WHEN KING
CHARL^ I HELPED HIMSELFTOTHEMONEY
THAT MERCHANTS LEFT IN HIS PROTECTION

IN THE TOWBR OF LONPON.
I COULP USE A- • '

THIS. IT'S JUST
LYING AROUND

ANYWAV.'

BANKING GREW RAPIPLY IN THE MIPPLE AGES
WHEN TRAPE began TO FLOURISH. ONE OF THE
OLPEST BANKING S/STEMS WAS IN ITALY
WHERE BANKS WERE ESTABLISHEP /N VENICE

IN 1171. ANP IN GENOA IN I320.

ALTHOUGH THE KING LATER RETURNED THE
MONEY. THE MERCHANTS PIPN'T TRUST HIM
AND HAP THEIR CLERKS PROTECT THE MONEY

I BROUGHT IT
BACK.

THREE WEEKS

I

BUT the clerks OFTEN STOLE OR SECRETLY
BORROWEP THE MERCHANTS' MONEY ANP

•^LENT IT TO G0LP5MITHS.
PS5T. HAVE IT

BACK By FRIPAY AMD
I'LL ONLY CHARGE

YOU 2%/

IT'S A
PEAL

BORROWING ANP LENPiNG ^9,0
PROFITABLE,THE ^OLP^MITHS EJ^PANP^ THBR
OPERATIONS BY SOLICITING MONEY FROM THE

\ PUBLIC. /P' I'LL HOLP
your stash ANP

PAY YOU CASH.

THE GOLPSMITHS GAVE
FOR their FUNDS. THESE REGEfPTS, WHICH
COULP BE USEP AS /V\ONEY. WERE THE BEGIN

NING OF MOPERN-PAV CHECKS.
I'M OUTA GOLP. WILL YOU

take this RECEIPTf
GOOP AS

GOLP.

THE 60LC?SMITHS BORKOWEC AT AN INTEReST
RATE LOWER THAN THE INTEREST RATE AT

WHICH THEV LENT.

DON'T FORGET-
I'LL NEEP IT FRIPAY,

ANP IT'LL COST
YA 4<7o /

THEY PROMISED SAFETY AND AN
INTEREST PAYMENT,

BE5IPeS, WHY TAKE
A CHANCE ON GETTING

MUGGEPr

SINCE THE RECEIPTS WERE ACCEPTEP AS
MONEY, THE GOLPSMITHS SOON MAPE LOANS
WITH RECEIPTS INSTEAP OF GOLP. THEY
WERE "CREATING MONEY," A JOB WHICH VlAPE
them BANKERS RATHER THAN GOLPSMITHS.

HERE'S A RECEIPT FOR
20 GOLP PIECES TO TIPE

YOU OVER, MOE.

HTiMaajoD

THANKEE.



we know it topay startep in
AMERICA WHEN THE BANK. OF NORTH AMERICA
WA5 FORAAEP IM PHILAPEtPHIA IN 1781 TO HEl-P

-^7;^ FINANCETHEREVOLUT/ON. / \

IN COLONIAL TIMES, BANkS ISSUSP N0T55
-^WHEN THEY MAC?E LOANS,

THE LOANS WEKH 6EN£(^ALLy
dACKE(7 6Y LANC /

I PLAN
TO PIVIDE /Ay

LANP INTO SMALL
LOT^ ANP BUILPA

BUNCH OF

•4 LOANS

IT MIGHT
WORK/

HAMILTON 6ELieVEP AMERICA'S HOPE FOR
THE FUTURE WA5 INPUSTRlALlZATlON ANP
THAT THE COUNTR/ NEEpEp A STRONG
BANKING SYSTEM TO HELP BUILP /
iNPUsTgiEs. /r- ^
WE PEPENO TOO MUCH
ON FOREIGN IMPORTS.
WE OUGHT TO HAVE
OUR OWN FACTORIES.

6ET UP-YOU'RE
GOING TO WORK/

OTHERBANK$ GRAPUALLV 5PRANG UP AROUNP THE
COUNTR/. THE SANK OF NEW YORK WA5 ONE OF THE
FIRST, OPENING IN 1784 WITH A CHARTER PRAWN

UP 8yALe;CANPER HAMILTON.

HE PR0P05EP THAT CONGRESS CHARTER A BANK
RQTTERNEP AFTER THE BANK OF ENGLAMP.

HMM-THAT
PLAN LOOKS

FAMILIAR, ALEX. ORIGINALITY

.J

CONGRESS APPROVED THE IDEA ANP CHARTERED THE BANK OF THE UNITED STATES IN
!7«9i/ DESPITE STRONG OPPOSITION FROM THOSE WHO FEARED CENTRALIZED POWER OVER

MONEY.

TOO
POWERFUL/

UNCONSTITUTIONAL]

THE BANK IS5UEP A MUCH NEEDED PAPER
CURRENCY ANP HELPED SUPPLY THE CR^lT
NEEPEP BY BUSINESS AND THE GOVERNM^^^
BUT CRITICS DEFEATED ATTEMPTS TO RENEW
ITS CHARTER, ANP THE SANK CLOSED.

u
J

CLOSED

$£n«a5r

dO-&0'

LIKE ALL BANKS BACK THEN,THE TWO ^NKS
OF THEUNITED STATES ISSUED THEIR OWN
PAPbI CURRENCY^A^ EXCHANGEP CURRENCy

for SILVER- OR gqld>

pamiel Boower

( LET'S GIVE IT A CHANCE>
IF IT DOESN'T WORK AFTER

TWENTY YEARS. WE'LL
SCRAP IT/

CONGRESS APPROVED A SECOND BANK OF THE
UNITED STATES IN 1816 BECAUSE OF ECONOMIC
PROBLEMS AFTER THE WAR OF I8I2,BUT IT, TOO,
lapsed after 20 YEARS.

Z**" BANK OFTHE
UNITED STATES

r;/?ANP OPENING
V "1^500

DEPOSIT-
CHOICE Of
SPINNING

WHEEL ,
OR '

WARMER \

WHEN CUSTOMERS PEPOSITED NOTES ISSUED BV
STATE CHARTERED 0ANKS, THESE NOTES WERE
QUICKLY RETURNED TO THE ISSUING SANK
AND REDEEMED FOR PRECIOUS AAETAL.

I HAVE \
STATE NOTES ^
CAN I HAVE
IT IN GOLD?



EA^TERMERS V\/ER£ pleasep withtStJ^PEMPT'ON policy because it
HEtpEPimlT THE AMOUNT OF PAPERCWRlwcy CIRCUl-ATINe ANPAVOIP6P

IMFLATJON. /
a/wa-zim(5...W

$5 IN PAPER ^
STILL BUy5 $5

IN <50LP/

WESTERNER? IW pROMT/ER STATES', SUCH AS KENTUCKV
AMP TEMNE$5eE, FELT THAT STATE BANK NOTES WERE
REPEEMEP TOO QUICKLY, LEAVING TOO LITTLE MONeV
FOR THEIR EXRAMPING ECONOMY.

WE'RE WELL
STOCKED/

PPP^IDENT ANPREVV JACKSON FORCEP THE
CLOSING OF THE SECONP BANK OF THE U.S.
iki THE number of STATE SAN/^, ANDVhe^amount of ^otes they issued, ek-
PAMPEP STEAPfty AFTERWAR^.

mm

FIRST TIME
AH SHOT DOWN

A BANK/

THE)'ALSO HELPEP BUILD FACTORIES
PROPUCING SUCH NEW TOOLS AS THE COTTON
<5IN,THE STEEL PLOW ANP THE REAPER.

1 NEEP

A NEW
HORSE.

WANNA

12,

VE GOT A BUILP
HOT LANP FENCE/

PEAL^

THESE BANKS PLA/EPAN IMPORTANT ROLE
IN AMERICA'S RAPIP GROWTH. STATE 8AN<
LOANS HELPEP FINANCE THE PURCHASE Op
FARM LAND,SEEPS,TOOLS ANP LIVESTOCK

JUST THINK,MARTHA.
SOME PAY THIS WlLl-

ALL BE OURS.

^ AWOTHER SARSl
FINANCED BY THE

OHIO VALieV
STATE BANK

I FOUNP A
BETTHR WAY/

IF WE
CAN MAKE

ALL THB
paysaentsj

BANKS ALSO HELPEP FINANCE THE RAILROADSANP STEAMBOATS THAT BROUGHT/
FARM PROPUCTS TO THE CITIES AMP MANUFACTURED GOOPS TO THE FARMS. /

kL
zTzBSnij

TJVCmM

WHEN THE CIVIL WAR STARTEP, AMERICA DIDN T
HAVE A UNIFORM NATIONAL CURRENCY
SEVERAL THOUSANP PIFFERENT NOTES CIRCU-
LATEP. THEY WERE PIFFERENT 5/ZES, COLORS

It VANP PESiGNS./-—^ I'LL Give -v~7 SORRY,
YOU THREE PINK FIVES
AND ONE YELLOW FIVE
FOR TWO green

TENS.

TRUST WAS ALSO A PROBLEfA FOR BANKS. THEY
WANTEP TO BE SURE THEIR NOTES
CEPTEP AT FACE VALUE, ANP THAT ANY NOTES
THEY ACCEPTEP FROM OTHER BANKS WERE

WORTH FACE value. /*

PON'T TAKE IT.^
t PON'T TRUST
NOTES FROM MY

BROTHER-IN-LAW'5

the VALUE OF THESE NOTES PEPENPEP ON
HOW MUCH TRUST PEOPLE HAP /N THE ISSUING

\ BANK.
SORRY, NO OUT-OF-
STATE BANK NOTES

ACCEPieO:

fTTT

1

AROUNP THIS TIME, THE GOVERNMENT WAS
HAVING TROUBLE GETTING INVESTORS—
MAINLY 6ANKS-T0 BUY BONPS BEING SOLP
TO FINANCE THE WAR. / ^ 1
-X- — SORRY. I'VE GOT 1=

PLEASE BUY \ A VAULT FULU.

BONDS.



jiiM

IM 1863, THE IRBASURY
SOLVEP BOTH PROBimS
WITH FEPERALLy CHAR-

TEREP NATIONAL 8ANK5
THAT WOULP BE ALLOWEP TO

iS$U£. THEIR OWN NOTES
5A9EP ON THE -AMOUNT OP
FE^eSZAL eOVSfZNMENT

0ONP9 THEV HELC7.

AT FIRST, SOME STATE BANKS WERE lAJPlF-
FERENT TO THfi IPEA, BUT SOME S/GNEP Up
AS NATIONAL BANKS WHEN CONGRESS Ihl-
CREASINOLY TAKEP STATE NOTES.

TAXES, TAXES.'
OKAY, I'L-L
5I<3N UP/

THE NOTES WOULD ALL LOOK ALIKE, EXCEPT FOR.
THE NA/WE OF THE l55U/Ne BANK. AMP SINCE
THEY WERE SACKEO 8/GOVERNMENT BONPS,
PEOPLE WOULP HAVE FAITH IN THEM.

WELL AH'LL BE-NOTHERN AVONEY
LOOK5 JES' LIKE SOUTHERN MONEY/

ALTHOUGH THE TAX \
CUT THE NUMBER OF '

THESE NOTES IN
CieCULATION. MA^fV

STATE BAHKSROUWSHEI?
BECAUSE THE

IT STAR.TEP PURING
THeWAR,COLOMELf

STATE BANKS PjpN'T
HAVE TO ISSUE-

NOTES TO UENJD BUT
COULP SIMPLY "CREATE"
DEMAND DEPOSITS

that WERE
acceptable
AS MONEY.

J^eeo, UNDER THIS "PUAL -SYSTSm OF BOTH ST/JfTE AND FEDEPAi i v i-WAcrcoer. ..r
^ NUMgEg OP STATE BANKS CLIMBgP. BAMKS.THE

NUMBER OF STATE BAnI^

zo,ooo

S.OOO

/
^19(5

w

/<W

MAnONAL BANKS HELPEP STRENGTHEN OUR BANKING
SySTBVS AND CREATEP A NATIONAL CURRENCY BUT THERE

WERE STILU WEAKNESSES.

14.

ONE PROBLEff^ WAS THAT SMALLER
BANKS AROUNP THE COUNTRY SENT
THEIR RESERVES TO MAJOR MONEY

CENTER BANKS, WHERE THEY
WERE LENT TO
BUSINESSES.

THIS LEP TO SOME OF THE SMALLER BANKS
RUNNING OUT OF CASH ANP HAVING TO CLOSE

their DOORS-

SOMETIMES, WHEN THE SMALLER BANKS
TRIEP TO GET THEIR RESERVES BACK TO U5E
IN THEIR OWN AREAS, THEY FOUND THAT THE
BIGGER BANKS HAP LENT THOSE FUNDS ANP
there WOULP BE A PELAY. f

r
1

the CLOSING OF ONE BANK SOMETIMES LEP
PEPOSITORS AT OTHER BANK^ TO PEmANP
their MONEY, FORCING YET ANOTHER CLOS

ING- SOON MANY BANKS CLOSEP.

WE WANT
OUR MONEY.'

UNTIL
further

NOTICE

OPEhJ
UP/

;AHEM'r IT \
GOES FOR 3 ^
COWS OR 628

CHICKENS,
SIR.

AXES WENT UP TO
THREE CHICKENS. HOW

ABOUT A SAW?

I'LL GIVE YA TWO
CHICKENS FOR AN

AXE, JAKE^

V

THE WORST OF THESE ECONOMY-SHAKING
•BANK PANICS" HAPPENEP IN 1907.

HOW MUCH
FOR THAT
BRACELET?



CONGRESS, AFTER LONG
STUPy AND PE8ATE, ES-
TA8LISHEP THE FEDERAL

RESERVE SYSTEM IN 1913
TO PEAL WITH THE CAU5E5

OF THESE PANICS.

CONGRESS PECIPEP THAT, SINCE NATIONAL
BANKS WERE CHARTERED BYTHE FEDERAL
GOVERN/MENX they WOULP HAVE TO JOIN

• ' • THESySTEM.

H^LQNAL bank

joined

WORKING

THE Sy5Te/V\ WAS TO IWCI-UPE 12 REGIONAL
RESERVE BANkTS AND A BOARD OF GOV

ERNORS fN WASHINGTON, P. C.

ALASKA ANO HAWAO

STATE-CHARTEREP banks, because THEIR
AUTHORlTy CAME FROM THE STATES,
WOULDN'T BE REQUIRED TO JOIN BUT.
COULD BECOME MEMBERS JF THEV
WERE QUALIFIED.^

P DN

WANT TO BE
FEDERALLY

REGULATED. STATE
BANK

RESERVE BANKS WOULD HOLP MEMBER BANKS' RESERVES,

DALLAS

0\

i

••••••it
• llllll
• ••••It

• ••••>•

fill
KANSAS CITY

/G

NEW YORK

THEY WOULD ALSO ISSUE A NEW CURRENCY-
FEDERAL RgSERVE BANK NOTES.

L
THE FEDERAL RESERVE WOULD ALSO SUPER
VISE ITS MEMBER BANKS, ISSUE REGULATIONS
AIMED AT PROMOTING SOUHD BANKING PRAC
TICES AND MAKE LOANS TO BANKS IN

\ TEMPORAR/ NEED, y

THE NOTES SOON MAPE UP THE BULK OF THE
NATION'S R^PER CURREWCX

I WONI^eK IP
THE^e WILL REPLACE
SOU7.CeRTJF/CATe5?

MAVBE
EVEN THESE
SREENeAOtS?

AMERICA WAS NOW ON ITS WAY TO
A REASONABLY SOUND BANKING

SYSTEM. BUT ANOTHER
HARDSHIP FOLLOWED.

the great DEPRESSION OF THE i930'S BROUGHT THE U.S. TO ITS KNEES. IT ALSO BADLY
DAMAGED THE NATION'S BANKS, WHICH SUFFERED ENORMOUS LOSSES ON LOANS AND INVEST-

MENTS.



A5 THE EVER De£PEN/N6 PEPRESSIOH
THREATENEP E»/EM 50UNPLy /WANAGEO BfiiHKS,
MEWLY ELECTEP PRE5IPENT FRANKLIM P-
R005EVEUT, INJ MARCH, 1^33, CL05BV> THE
MATION'̂ BAWK$ UNTIL ORPER WA6 RESTOREP.

MAMV BANKS PIPN'T REOPEN ANP THOU5ANP5
OF PEOpLg LOST THEfR LIFESA^WfiS.

CONGRESS MOVED QUICKLY
TO RMP OUT WHAT THE
PROBLE^^5 WERE AND TO

CORRECT THEM.

..AS I WAS
SAYINGy

FELLOW COLLEAGUES,
MY CONSTITUEWTS

demand
ACTfON,

blah, BLAH/

A MAJOR STEP WAS
THE ESTABLISHMENT

FEDERAL
DEPOSIT INSURANCE
CORPORATION TO

CUSTOMERS'
PEP0SI75, UP TO A
CERTAIN AMOUNT;

'P A SANK FAILED.

L00K5
LIKE

ANOTHER ,
FILIBUSTER.'

insurance
WHAT ^

Lk

member FDIC

[freeTOASTER 1
; WITH EVERY ^ f rTT?

4 NEW ACCOUKT '

16

MY LIFE
SAVINGS...

GONE!

I WOKIPER
IF THEIR

^'TOASTERS
Are

IN5UREP?

I HAP
A CHRISTMAS
CLUB GOIN'.'

LET'S STOP
TALKING

AND START
DOING/

THAT'S

CRUMMY
QUESTION.

AFTER WORLD WAR H/CONGRESS
SPELLED OUT THE NATION'S
ECONOMIC OBJECTIVES IN THE
EMPLOYMENT ACT OF 1946.
THESE GOALS HAVE EVOLVED

INTO...

D.

...RESISTING INFLATIONARy
PRESSURES...

...SUSTAINING BALANCE IN
OUR TRADE AND FINANCIAL DEALINGS

WITH OTHER NATIONS.

19

..EKICOURAGINJG
ECONOMIC GROWTH.

"2

' ..PROMOTING
HfOH EMPLOyMENT.

h III

THE AMOUNT OF MONE/
'CREATED" BY BANHS HAS A

MAJOR INFLUENCE ON THE ECONOMY.
MONETARY POLICY INFLUENCES THE

TOTAL AMOUNT OF CREDIT AND ITS
COST. BECAUSE THE FEDERAL RESERVE
SySTEM CAN AFFECT BANKS'ABILIT/
TO CREATE MONEY, CONGRESS GAVE

THE sySTEM THE JOB OF RELATING
"MONETARY POLICY" TO

NATIONAL ECONOMIC GOALS.



THE FEPERAL REStRVB OOES ITS JOB BY
eXPANC?WG OR CONTRACTING THE AAVJUNT
OF RESERVES BAWKS ANP THRIFTS HOLP.

SUPPLYING MORE RESERVES ALLOW5 THEA^ TOAWXE
^AORE LOANS. FEWER RESERVES MEAN LESS
LeNPlWG. FOR EXAMPLE, A BANK WITH A 10%
RESERVE REQaiREMENT MUST HOLP 5/0 OUT
OF EVBRy ♦lOO OF PEPOSITS. IT MAS ♦SO OF

LENPING POWER.

yUM,YUAA, I
LOVE PIE CHARTS.'

RESERVE SANKS CAM ALSO CHARGE A HIGHER
OR lower INTEREST RATS ON THETEMPORARY

loans rr makes to banks anp thrifts.

BORROWINGS COST
LESS.'

>OU RE
KIPPIN<3/

THS FEDERAL BUYS ANP SELLS
U.S. COVERNMEMT SECURITIES. BUVIMG APPS
TO RESERVES. SELUMG LOWERS RESERVES.

however, if THE RESERVE RE<JUIREMENT
IS raised TO 20%, THE BAMKMUST HOLD
#20 OUT OF EVERY $tOO OF DEPOSITS. IT
THEN HAS ONLY^SO Op LEMPlNG POWER.

AND THAT'S HOT
COUNTING WHAT

THePEP CAN ALSO MAKE IT EITHER EASIER OR
MORE PIFFICULT FOR THEM TO GET LOANS,

BEAT IT.' NO
LOANS/

20.

BAWJ^ING TODAY IS VASTLY
PIFFERENT THAN IT WAS lOO

OR EVEN 50 YEARS AGO, WHEN
BANKS 5ERVEP ONLY THE BUSI
NESSMAN ANP THE wealthy.

TOPAY, BANKS SERVE A WIDE
range of PEOPLE FROM ALL
ECONOMIC LEVELS/ AGES ANP

OCCUPATIONS.

BANKS MO LONGER 5IT BACK ANP WAIT POP.
FUNPS TO COME IN, THEY ACTIVELY COMPETE
FOR. BUSINESS ANP CONSUMER PEP05IT5 ^
OFFERING COMPETITIVE iNTERE5r RATES ANP
gETTEg SERVICES

0£r3% mResT
AT

MAGAZINES

EVEN THE GRANTING OF CREPIT HAS CHANGED
DRAMATICTALLY. bank CREPIT CARD5 NOW
give immepiate crep/t for amounts that
A FEW YEARS AGO TOOK PAYS TO APPROVE.

MORE ELECTRONIC PEVICES ARE BEING U5EP
TO improve services, some banks use
COMPUTERS TO TRANSFER FUNDS INSTAN
TANEOUSLY BETWEEN SAVINGS ANP CHECKING
accounts of INDIVIPUALS AMP BUSINESSES.

the structure of banks anp the way they
nPERATE HAVE ALSO CHANGEP. ALTHOUGH THE
number of banks has fallen since 1940,

THE NUMBER OF BRANCHES HAS GROWN.

4F,000

40,000

2S,000

30,000

ZS,000

20,000
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EACH STATE SETS ITS O^N RULBG fZeGAfZC^INS
BfZAt^CHINO WJTH(N ITS 50RPER5. MOST
ALLOW SOME eKANCHIN<5. A FEW ALLOW A
BAN>< ONLV ONE OFFICE. OENERALLV,
FEPEKAL LAW PROHIBITS BANKING ACROSS
5TATe UN£e. /

AT THE 5AME T/ME, LARGE FOREIGN BANKS
HAVE OPENEP U.S. OFFICES.

'A

under FEPERAL RESERVE REGULATIONS, BANK
WLPINS COMPANIES HAVE P|VERSIFIE£7 INTO
W5IN5SSES RELATEC7 TO 0ANKIN(5, SUCH AS
LQNSULTIN0 TO BANklS OR PROVIPJNS PATA

\ PROCESSlNg SERVICES. >

2.2

50ME OF IHB LARGER CIT/ BANK5
OPENEP OVEfZSEAS BRANCHES A5 THEJR
CU5T0/WER5 BECAME MORE ACTIVEU/ /N"
VOLVED fN INTERNATIONAL Ti?APE. A FEW
BANK^ HAVE OFFICES AROUNP THE

GLOBE.

PANJ< H0LPIN(5 COMPANIES" CORPORATIONS
WHICH OWN ONE OR MORE PANJ<5-
AKE ALLOWEP to EXPANC? THEIR
ACTlVines WITHIN TH£|R STATES
ANC^ALSO nationW(t7£./^

BANK

BANKIWG HAS UNPERGOM£
VAST CHANGES IN RECENT YEARS
IM TERAA^ OF ITS STRUCTURE, MARKETS,

HAROVVARE AWP Twn^F
DESPITE THESE CHANGES^ANP THOSE
THAT MIGHT COME IN THE

banks ANt7 THRIFTS WILL CON^NUE THEIR
PUNPAMENTAL ROLE AS THE GC^

BETWEEN FOR SAVERS AND SORROWERS
FOR THOSE PAVINC5 AHI7 TH0S5

RECElVlNa MONEV/ ANC7 AS A
TRANSMISSION 3EL7 FOR

MONETARV POL/CV.

i'' i"*'/,

i
JA '



Tho following comic-slylc booklets also are
available from the Federal Reserve Bank of

New York:

Tho Slory of Money
Tho Story of Consumer Credit (English)
The Slory of Consumer Credit (Spanish)

The Story of Foreign Trade and Exchange
Tho Story of Inflation
The Story of Checks

and Electronic Payments
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