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 Teacher Resource 4.1
Quiz: Banking and the Federal Reserve
Student Name:________________________________________ Date: ____________________
Directions: Answer the questions below as completely and accurately as possible. 
Name three services that the Federal Reserve provides for the federal government.








Why are banks sometimes called “our economy’s engine”? Give at least two reasons.








Why did Congress create the Federal Deposit Insurance Corporation in 1933?












What does OCC stand for, and what is its function?




Name two ways that banks earn money to make a profit.






What do the 12 Federal Reserve Banks represent, and whom do they serve?

Teacher Resource 4.2
Answer Key: Quiz on Banking and the Federal Reserve

1. Name three services that the Federal Reserve provides for the federal government.
Students must name three out of the four possibilities:
· Affect monetary policy to influence the employment rate, prices, and short-term interest rates
· Regulate banks and protect consumers’ financial rights
· Stabilize the financial system and promote economic growth
· Provide financial services to depository institutions, the US government, and central banks of other countries

Why are banks sometimes called “our economy’s engine”? Give at least two reasons.
Answers can include, but are not limited to:
· Banks are financial intermediaries, lending money to borrowers and serving as repositories for deposits.
· Banks are at the center of our payment system because people pay their bills through bank checking accounts.
· Banks are the main source of loans for consumers.
· Banks promote economic development in local communities.
· Banks are used to accomplish economic policy goals by the government.
Why did Congress create the Federal Deposit Insurance Corporation in 1933?
Answers should convey the following main points:
During the banking crisis that began in 1929, thousands of US banks failed as borrowers defaulted on their loans and assets declined in value. Bank customers lost tremendous amounts of money because banks did not have enough cash to pay everyone. The FDIC was created so that every customer account was covered for $2,500. President Franklin D. Roosevelt needed to restore people’s faith in banks and ensure that banks would be trustworthy from then on.

What does OCC stand for, and what is its function?
Answers should cover the following main points:
OCC stands for Office of the Comptroller of the Currency. The OCC supervises national banks and enforces federal banking laws. It rules on new charter and merger applications for national banks, and it conducts basic research on banking and the economy. Its ultimate purpose is to ensure a safe, sound, and competitive national banking system that supports the citizens, communities, and economy of the United States.

Name two ways that banks earn money to make a profit.
Students must name two out of the three possibilities:
· They make money from what they call the spread, or the difference between the interest rate they pay for deposits and the interest rate they receive on the loans they make.
· They earn interest or dividends on the securities they hold.
· They earn fees for customer services, such as checking accounts, financial counseling, loan servicing, and the sales of other financial products (e.g., insurance and mutual funds).
What do the 12 Federal Reserve Banks represent, and whom do they serve?
Answers should convey these points in some form:
Each of the 12 Federal Reserve banks represents a geographical area of the United States and its territories. These aren’t banks whose customers are individuals or businesses. Reserve banks serve private member banks. Together, the Federal Reserve serves as a bank for banks and performs many services for financial institutions that a local bank performs for people.


Teacher Resource 4.3
Key Vocabulary: Banking in the United States
	Term
	Definition

	bank
	A financial institution that accepts deposits and channels the money into lending activities; a bank is a business that provides financial services for profit. These services are provided for both the individual and commercial sector.

	bank note
	A bank note (often known as a bill) is a promissory note made by a bank payable to the bearer on demand, used as money, and in many jurisdictions is legal tender. Along with coins, bank notes make up the cash forms of all modern money.

	default
	The failure to meet financial obligations.

	deposit
	To put (money) in a bank or financial account; to give as partial payment or security.

	Federal Reserve System
	The central banking system of the United States. It comprises the Federal Reserve Board, the Federal Open Market Committee (FOMC), the 12 Federal Reserve banks, the national and state member banks, and various advisory councils. Its primary purpose is to regulate the flow of money and credit in the country.

	loan
	A sum of money lent at interest.

	primary reserves
	Cash, deposits due from other banks, and the reserves required by the Federal Reserve System.

	secondary reserves
	Assets invested in short-term securities, usually Treasury bills and government bonds. They earn interest and can be used to adjust a bank’s reserve position.
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