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	3-2-1 Reflection: The Origins of Banking
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	Reading: The Origins of Banking

	Student Resource 3.6
	Assignment: Timeline

	Student Resource 3.7
	Self-Evaluation and Reflection: Timeline Project



Student Resource 3.1
Role Cards: Trade Restrictions
Directions: You are about to experience some 21st-century bartering. Each student in the group will receive a role card from your teacher. Your challenge is to fulfill the trade on your card in the time allotted. Before you begin, please carefully read the trade restrictions below!
Trade Restrictions
Calculators can be traded for video games or CDs.
Video games can be traded for calculators or basketballs.
CDs can be traded for calculators or backpacks.
Cell phones can be traded for video games or backpacks.
Backpacks can be traded for CDs or basketballs.
Student Resource 3.2
Notes: Timeline
Student Name:_______________________________________________________ Date:___________
Directions: The following note-taking guide is to be completed during “The History of Money” presentation. You should be listening and looking for key dates and phrases that pertain to each section. Make sure you answer any questions in each section as well. 


	Cowrie Shells and Early Money
In ______________ BCE, cowrie shells became the first medium of exchange, or money.
Cowrie shells were the most popular form of money for the people of ________________.

	Early Coins
The first coins date back to ___________ BCE and were produced by the Lydians, a group of people from Turkey.
What were the Lydian coins made of? _______________________________________________________

	Early Paper Money
Paper currency was first used in China in the ____________ century.
How long did it take before Europeans started using paper currency?___________________________________

	Wampum
By ______________ the Massachusetts Bay Colony declared wampum as legal tender.
What is wampum? _________________________________________________________________________

	First American Paper Money
American paper money first appeared in _______________ and was called the Continental.
What happened to Continentals?_______________________________________________ ______________




	Early Banking
The first bank in the United States was the Bank of Pennsylvania, which was founded in _______________.
What bank quickly replaced the Bank of Pennsylvania? ________________________________________________

	Coinage Act
Congress passed the Coinage Act in __________________.
What was the purpose of the Coinage Act? _______________________________________________________

	US Mint
The first American half dimes were issued in ___________. Silver dollars were issued in ____________ and gold coins were issued in _____________.
What are greenbacks?_____________________________________________________________________

	Gold Certificates
In ________________ the US government began issuing gold certificates.
In what year did gold certificates stop circulating? _________________________________________________

	Federal Reserve Act
In _____________ the Federal Reserve Act was passed.
What is the Federal Reserve System? __________________________________________________________

	Currency of Today
In ______________ the 50 States Quarters Program was set into place to honor each state.
In what other ways has currency been redesigned?_________________________________________________


Student Resource 3.3
Reading: The History of Money
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Trading goes as far back in history as humans do, and money is no more than a way of facilitating trade. Here we learn of the origins of money and the history of US currency, as well as the different types of money used throughout the world.
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Money can be anything that a group of people will accept in exchange for goods and services. In most cultures, money needs to have certain characteristics; it needs to be 
· Durable
· Portable
· Divisible
· Scarce
· Generally accepted
· Homogeneous
In the past, people have considered money items such as feathers, stones, shells, beads, and corn.
The picture above is of the largest Federal Reserve Note ever printed; it is a $10,000 note from 1934. The portrait is of Salmon Chase, who was Treasury Secretary from 1861 to 1864.
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Bartering used to be the system people used for exchange, but it was impractical for many reasons. For example, let’s say that a blacksmith made tools and a farmer raised cows. If the farmer needed tools and the blacksmith needed a cow, then bartering worked and you had a double coincidence of wants. Each person needed what the other person was willing to trade. However, most of the time this was not the case. What if the blacksmith wanted a cow, but the farmer didn’t need any new tools? What could the blacksmith do? And what if the cow was worth more than the blacksmith’s tools? How do you make change for a cow?
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Commodity money is any item that is widely used and carries an inherent worth to most people. As trading grew during the 18th century, coins became popular throughout Europe. Coins containing precious metals are an example of commodity money. The item was traded because it held value. For example, the value of the coin depended upon the amount of gold and silver it contained.
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With commodity money, the person had to possess the item at the time it was needed for payment. With representative money, the person just needed a receipt that showed that the item was stored in a bank for payment. This made traveling and trading much more convenient. Goods considered to have intrinsic worth, such as gold and silver, and other commodity monies were soon banked. Commodity banks soon realized that they could lend representative money based on the total sum of deposits in storage. Society soon began to accept these bank loans on faith.
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Europeans were astonished that the Africans preferred cowrie shells to gold coins, and in places where gold was the international unit of foreign exchange, cowrie shells were used to purchase small necessities.
Around 1000 BCE, China produced its own version of cowrie shells as a form of money. They can be thought of as the original development of metal currency. These Chinese coins were usually made out of base metals that had holes in them so they could be strung together to make a chain.
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The Lydians lived in what is now Turkey. Although they were the first to use coins as a way to organize money, the same idea was developed in other places, such as Russia, Italy, China, Thailand, and Japan. Different countries used different types of metal, but each had its own technique for standardization. Copper, bronze, and silverand even tin and leadwere used. 
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China invented paper money because it didn’t have a large enough supply of metals for making coins. Later, other countries abandoned metal currency because carrying around a lot of metal coins got heavy! 
People in Europe felt safer using coins. Gold and silver would never lose their value and the people didn’t have enough confidence in their governments to trust paper money.
In the 13th century, Chinese paper currency became known in Europe through the stories of world travelers such as Marco Polo, and the first European bank notes were issued during the 17th century, 1,000 years after its first use in China.
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When European settlers first came to North America, they brought their own coins. However, to trade with the Native Americans, the settlers had to use wampum.
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In 1690, the colony of Massachusetts issued the first government-authorized paper money in the New World. 
In 1775, the Continental Congress issued paper money to finance the Revolutionary War. But it became devalued and worthless because it was not backed by gold or silver. The government stopped making the Continental currency in 1781. 
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The first bank in the United States was the Bank of Pennsylvania, founded in 1780. However, the Bank of North America, founded in 1781, soon became much stronger. In its early years, the Bank of North America was a very helpful source of lending to the developing business community and to the state governments. 
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The Coinage Act created the first national mint in Philadelphia, Pennsylvania. With the creation of a US mint, the Federal Monetary System was established. At the time, there were no paper denominations―all American money was issued in coin.
There were three different gold coins called Eagles: the $10, $5, and $2.50 quarter eagle. Eagles were produced until 1933! A total of five silver coins were issued, ranging from $0.05 to $1.00 in denomination. In addition, two copper coins were also available: the half cent and the cent.
Even though America minted its own coins, foreign coins were still allowed to be used as money until 1857.
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In 1861, to finance the Civil War, the US government authorized demand notes, or greenbacks, which were the first issue of paper money by the government since the Continentals. They really were green, and they were printed in $5, $10, and $20 denominations. Altogether, a total of about $60 million worth of greenbacks were issued. 
Even though the government was printing its own money, private banks were still allowed to print notes as long as they kept some money with the government. By 1863, there were thousands of notes in existence, all from different banks. This was confusing! By 1913, only the government could print money!
In order to increase its reserve of precious metals, in 1863 the government began issuing certificates in exchange for deposits of gold. These certificates stopped circulating in 1934.
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Fiat money is currency that a government has declared to be legal to use as a means of payment. Its worth is based entirely on faith; it has no value in and of itself, the way gold and silver do. Fiat is Latin for “it shall be.” 
Fiat money is similar to representative money except that it can't be redeemed for a commodity such as gold or silver. The Federal Reserve Notes we use today are an example of fiat money. In 1967, Congress authorized the US Treasury to stop redeeming silver certificates in silver dollars or bullion beginning the following year. By 1970, silver was removed from the production of coins. 
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In 1913, the Federal Reserve Act was passed, which created the Federal Reserve System as the nation’s central bank to regulate the flow of money and credit for economic stability. The system was authorized to issue Federal Reserve Notes, which is now the only currency produced. 
Federal Reserve Notes are issued in denominations of $1, $2, $5, $10, $20, $50, and $100. Some $500, $1,000, $5,000, and $10,000 bills are still circulated today, but none has been printed since 1945.
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In the 1990s, a security thread was introduced to deter counterfeiting. This feature is on all notes except the $1 bill. In 1998, the 50 States Quarters Program Act was set into place to honor each state’s unique history and tradition. And in 2000, the US Treasury redesigned the $5 and $10 bills to make counterfeiting more difficult.
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Historically, currency that is not backed by gold or silver has failed. But the world’s currencies today no longer have governmental backing by gold or silver or other valuable commodities. Russia is considering backing its currency with gold, but that may or may not happen. Do you think our current system of currency can last? 

Student Resource 3.4
3-2-1 Reflection: The Origins of Banking
Student Name: _______________________________________ Date: __________________________
Directions: After you have read about the origins of banking, fill in each section of this resource. 
Describe three different buildings that served as early banks. Include the country and the forms of currency these early versions of banks used.









Summarize two ways that early versions of banks made profits. Explain who the people were,who ran the banks and where they worked.











List at least one question you have about the origins of banks. Then state how you will find out the answer.


Student Resource 3.5
Reading: The Origins of Banking
Imagine you are a farmer in ancient Mesopotamia. You had a great barley season, and have bushels upon bushels of extra grain. A foreign trader happens by and offers 10 bars of gold for your extra barley.  Excited at the prospect of so much gold, you agree. But now you have a problem. Bushels of grain are heavy and bulky—hard for someone to steal. Your 10 bars of gold are very portable (that’s why the trader had them), and someone could easily walk into your house and take them. So how do you keep your gold safe?
You need a bank. 
Whereas online checking and mobile deposits might be pretty new, banks have existed for thousands of years, across most cultures. Today, banks keep money and other valuables safe for people, lend money at interest to those who don’t have it, execute bills of exchange, purchase and exchange foreign currency, and issue notes of circulation or currency. In the early days, they were much simpler institutions.
The earliest banks were actually temples. Attended night and day by priests—who people often assumed were trustworthy—temples became safe houses for valuables, like gold, silver, and other precious metals. 
As that farmer, you would take your 10 bars of gold to the temple and give it to the priest, who would place it in a safe spot. He would then write a receipt for you to keep for verification, stating that you had given him 10 bars of gold. And this is how banking was born.
It did not take long for those temples to start lending all of that money to other people as well, for a fee. Soon, anyone paying a debt with any precious metal required the services of a bank.
As banking developed, it took on different forms in different civilizations.
Ancient Egypt: Edible Currency
In ancient Egypt, tax collectors began accepting grain as payment of taxes. It was easy to trade and had consistent value. Much like people stored their valuables in temples, they began to store their grain in specialized grain banks. These grain banks reduced the demand for use of precious metals in coins. When Greece ruled Egypt, a network of grain banks developed with a central bank in Alexandria where all grain accounts were recorded. Let’s say a wealthy merchant in Memphis commissioned some new clothes from a famous designer in Thebes. Rather than withdrawing grain from his own grain bank and transporting it to Thebes, where it would then be redeposited into a new grain bank, a system developed where the value of grain was transferred between banks without the need for money to change hands. The Memphis bank would note a decrease in the merchant’s account, while the Thebes bank noted an increase for their client.
Ancient Greece: The First Currency Exchange
In ancient Greece, each city-state coined its own money. So how would a merchant from Athens pay for cloth in Sparta? He had to figure out how to switch out his Athenian coins for Spartan ones. Entrepreneurial bankers took advantage of this opportunity and set up tables around temples and public buildings to facilitate the exchange.  These money changers authenticated coins or made sure they were worth their weight in value. They also set up near the harbor and lent money to individuals who need to ship freight, and they financed mining activities and the construction of public buildings.
These early entrepreneurs had no government regulations and so were able to turn a tidy profit from interest. Greek moneylenders charged 12% to 18% for personal loans secured by collateral. Real estate loans secured by property brought them 10% to 12%. Noncommercial collateral loans were made at 12% to 33.5%. 
There were some larger banks as well. These banks did not change money; instead, they held money for their clients, paid their creditors, and lent money to others. Early banks like these did not pay depositors any interest, but they did give cash returns on funds deposited with them.
Ancient Rome: Enter the Government
The Romans, as rulers of an empire that included almost every center of Western civilization, created the first complex bureaucracy. Along with the bureaucracy came the first public bank. Previously, the treasuries of kings and emperors had been for their own use. They controlled the collection of taxes and paid for services and construction projects. The bank established by the Senate after the establishment of the Roman Republic in 509 BCE, however, was the first to allow citizens to borrow money from the public treasury.
Other economic activities were contracted to individuals and companies known as the publicani. Collecting the taxes, supplying the army, providing for religious ceremonies, constructing and repairing buildings, and mining were all contracted out. The companies that contracted to carry out these activities could make large profits.
The word bank also comes from this era. The money changers in Rome would conduct business sitting on long benches, called bancos (the root of the word bank), in enclosed courtyards.
Over time, the empire began to increase its regulation of banks and banking practices. Also, as Rome’s wealth grew, so did the number of banks. More banks began to both charge and pay interest, and those interest rates became increasingly competitive. Although banking became fairly sophisticated in Rome, when the empire fell banking was abandoned in Western Europe until the Crusades.
Renaissance Italy: The Rebirth of Banking
When banking did return to Europe, it began in Italy. Here, the foundation of modern banking as we know it was laid. In the 13th and 14th centuries, Italian cities were trade hubs and major money centers. The more that money moved around, the more banking services people needed. Italian banks paid interest on deposits, made commercial and political loans, offered lines of credit, and arranged letters of credit for those in national and international trade.
By this time, banks had moved out of the temples (in part because of moral objections in Christianity) and into private institutions. Now too complicated for individual money changers, family firms rose up, primarily by providing commercial insurance for voyages. The most famous Italian bank of this era, the Medici family bank, innovated banking practices still in use today. Established in Florence in the late 14th century by Giovanni de Medici, a wealthy merchant himself, Medici decided to skip over lending to royalty (who did not feel obliged to repay their loans) and focus on commercial transactions. Each bank was organized as a separate entity so that if one failed the others were not affected. New businesses were started as limited partnerships, with outside investors invited to participate at some point. Although the bank declined after Cosimo de Medici’s death (the son of Giovanni de Medici), the businesses remained a significant force in politics and the Church into the 18th century.
Spain and the Age of Exploration: God, Gold, Glory and Banks
As the Medici family dominated banking in Italy, Spain began to develop its own early banking institutions. During this time, Spain began to search for new markets in new parts of the world to expand their trade and wealth. Although they promised great riches, financing these journeys—and shipping the riches they found home—was not cheap. 
Some of the financing for these explorations came from confiscated properties and lands, but much of it came from bankers willing to take a big risk in order to earn a high profit. They saw the Americas as a golden opportunity for investment. Spanish conquistadores, or explorers, organized expeditions, put out prospectuses, and sought financing from daring bankers. If a banker was interested, they would give the conquistador the money and a patent (a guarantee from the crown of their right to the lands they found). The conquistador would then raise soldiers, attract settlers, and purchase ships. 
One-fifth of the profits from an expedition would go to the leader, one-fifth would go to the Crown, and the rest was divided among the soldiers, settlers, sailors and—most importantly—the bankers. While the soldiers’, sailors’, and settlers’ share would be determined by whatever agreement they made with the conquistador, the bankers received a portion based on their original investment in the expedition. The more they risked, the greater their share of the reward would be. This financing method proved to be very successful for Spain. The crown was able to conquer and claim lands far beyond their financial capacity, and Spain quickly became Europe’s wealthiest country.
England in the Age of Exploration: From the Coffeehouse to the Stock Exchange
The last major power to enter into the exploration game, England was eager to quickly catch up. However, like the Spanish, the crown lacked the money to fund massive expeditions to find the gold, silver and labor they needed to rapidly expand their wealth. Close collaborations between rulers and businessmen (especially bankers) made the expeditions possible. Like Spanish bankers, thrill-seeking English bankers were drawn to the glamor of the Americas. English coffeehouses, where many a business conversation was overheard, began to list share prices and shipping data on their doors. Twice-weekly newsletters were sold in the coffeehouses, and the first stock exchange began. Readers could compare bankers’ success, investment opportunities, and commodity prices. Later, these newsletters became the basis for the London Stock Exchange.
Student Resource 3.6
Assignment: Timeline
Directions: Your group is to complete a timeline about the history of money or the origins of banking. Timelines offer a visual representation of a sequence of related events. They are arranged in chronological order and are typically displayed along a horizontal or vertical line. Your timeline should provide you with a visual tool for understanding the origins of money or banking. Refer to the notes you have completed during this lesson to help you decide what to include in your timeline. 
The timeline must include the following:
An appropriate title
Six or seven accurate and relevant dates and facts related to the history of money or banking
An appropriate graphic and/or a picture to accompany each date
One realistic and relevant prediction about the future of currency or banking in America
Text that is clear and easy to read, with proper spelling and grammar
An attractive, engaging format
Student Resource 3.7
Self-Evaluation and Reflection: Timeline Project
Student Name:_______________________________________________________ Date:___________
Self-Evaluation:
	I completed the following tasks for the timeline project:




	As a result, I learned the following:




	If I were to do the project again, I would make the following changes:







Reflecting on Other Groups’ Timelines:
Directions: Review your classmates’ timeline projects and note something your classmates could improve and one thing you liked or learned from another group’s work.
	Timeline project group members:

One thing that could be improved:


One thing I liked or learned:




	Timeline project group members:


One area of improvement:


One thing I liked or learned:




	Timeline project group members:


One area of improvement:



One thing I liked or learned:




	Timeline project group members:


One area of improvement:




One thing I liked or learned:





	Timeline project group members:

One area of improvement:


One thing I liked or learned:



	Timeline project group members:

One area of improvement:

One thing I liked or learned:




	Timeline project group members:

One area of improvement:


One thing I liked or learned:
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Commodity money has inherent worth to most people
I

Early examples of commodity money:
* Seashells
e Iron nails
e Livestock

Coins made from precious
metals became a popular
form of commodity money.
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Representative money = a commodity held elsewhere
I

Large payments with commodity money was
impractical.

With representative money:
* You could exchange for
commodities like gold or silver.

* You didn’t need to carry large
amounts of other commodities
like coin, livestock, or tobacco
leaves.

The United States has a representative money system. What
does a dollar represent?
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Money has been around for over 3,000 years
_______

e In around 1200 BCE,
cowrie shells became
the first standardized
medium of exchange—in
other words,
the first money.

e Cowrie shells were the
most popular currency
within Africa.
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Using coins helped to organize money
B

The Lydians were the first to
use coins back in 700 BCE.

They stamped lumps of gold
and silver with pictures to
represent their weight and
value.

Why do you think gold and silver coins quickly
became most popular?
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Paper money was developed about 1,300 years ago
B

* Paper currency was first used
in China in the 7th century.

* Each paper note was
guaranteed by the
government to have a certain
value.

» It took 1,000 years before
Europeans caught on and
started making paper money.
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North Americans developed their own form of currency
* European settlers traded with Native Americans
using wampum.

* Wampum are tiny shells that were strung together
and used as money by
the Native Americans.

* By 1637, the
Massachusetts Bay

Colony declared
wampum legal tender.

Why would the Europeans have adopted the currency of the
Native Americans?
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The first American paper money was the Continental
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* The Continental Congress began issuing paper
money in 1775 to finance the Revolutionary War.

* The new money had no financial backing of gold or
silver and quickly became devalued and worthless.

* “Not worth a Continental” became a common phrase.
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Banks have been in the United States for just

over 200 years
B 00

* The first bank in the United
States was the Bank of

Pennsylvania, which was
founded in 1780.

e In 1781, Congress chartered
the Bank of North America in
Philadelphia, and it quickly
became known as the nation’s
first “real” bank.

* The Bank of North America
supported the Revolutionary
War.
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In 1792, Congress passed the Coinage Act
B

* The silver dollar was
adopted as the standard
US monetary unit.

* The first American coins
were half dimes and
were issued in 1793.

e The first silver coins
were issued in 1794 and
the first gold coins were
issued in 1795.

Why do you think the name of the new monetary unit was
changed from the Continental to the dollar?
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The United States began issuing paper money in 1861

e The first issue of paper money by the US
government after the Continentals was “demand
notes” or “greenbacks.”

* These notes, and all paper money issued since
1861, are still valid and redeemable in current
cash at face value.
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Today, we use fiat money
B

» Fiat money is not backed by reserves of another
commodity, such as grain or gold.

* Many modern governments create fiat money by
printing more money than they can back.

* Too much fiat money in circulation can create
inflation.

* The money that we use today is an example of
fiat money.

Why would a government risk printing more money than it has
reserves with which to back it?
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Today, Federal Reserve Notes are the only

currency produced
B

- Federal Reserve Notes
represent more than 99%
of all currency in
circulation.

« Over the years, these
notes have changed very
little.

« The notes were reduced in
size in 1929 and the
words "In God We Trust"
were added in 1956.

What denominations of US bills are currently produced?
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There have been some recent changes to US money

+ Addition of a security thread
« Issuance of quarters honoring the 50 states
« Bill redesign to make forging more difficult

What's in the future for money?
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The world’s currencies are no longer backed

by governments
B

* The value of today’s
currency is based on the
fact that we all believe
that others will take it in
exchange for goods and
services.

* Today’s dollars are backed
only by our confidence that
we can use them to buy
products! Think about that
for a moment....





image1.jpeg
AOF
Financial Services

Unit 2, Lesson 3

The History of Money




image2.jpeg
Money is anything that people accept to pay for
goods and services

Money can be many different things. For most
people today, it's:
* Coins L 10000 3
« Bank notes (bills) |
* Plastic cards ) \
* Money in the bank  |fim S

Why do you think the United States no longer uses $10,000 bills?
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Money solves many drawbacks of the barter system
B

* Barter: The exchange of
goods and services
without the use of
money.

* Bartering was
inconvenient and
inefficient.

* Bartering required a
double coincidence of
wants.

What are some of the ways that bartering might be inconvenient?





