
Functions and Characteristics of Money  
 

1. At the grocery store last week, you purchased $93.25 worth of groceries. You paid for the groceries in 
cash. You gave the cashier four $20 bills, a $10 bill, three $1 bills, and a quarter. What is the primary 
function of money exhibited here?  

 
 

2. At the grocery store last week, you had to decide whether to buy the 14.5 oz. can of diced tomatoes for 
$1.75 or the 28 oz. can of diced tomatoes for $2.55. What is the primary function of money exhibited 
here? 

 
 

3. Last year, you sold your game system to your friend Jimmy for $125 in cash. You’ve been saving that 
money in a shoebox under your bed. You are saving the money to buy a new computer next year. 
What is the primary function of money exhibited here?  

 
4. During the American Civil War, the U.S. government printed fractional currency notes to get around 

the fact that there were not enough coins in circulation. Between 1862 and 1875, the U.S. government 
printed fractional notes in dominations of 3, 5, 10, 15, 25, and 50 cents.The fractional notes were 
meant to restore what primary characteristic of good money? 

 
 

5. The people of Yap, an island in Micronesia, have used giant stone wheels called rai when executing 
certain ex- changes. The rai are heavy and therefore cannot be easily used to make daily transactions in 
a modern economy. What primary characteristic of good money would be violated by using the rai as 
money in our economy?  

 
6. In many parts of the world, U.S. dollars are preferred to the local currency. Significant black markets 

that use U.S. dollars and not the local currency may arise in these countries. What primary 
characteristic of good money is violated by the local currency in these countries? 

 
 

7. In the 17th century, Virginia, Maryland, and North Carolina began to use tobacco as currency. But, 
since tobacco could easily be grown in the southern colonies, tobacco did not always function well as 
money. What primary characteristic of good money was violated when tobacco was used as money?
  

 
8. Federal Reserve notes are printed on paper that is made from 75 percent cotton and 25 percent linen. 

This high- quality paper ensures that a $1 bill left in the pocket of your jeans can survive your washing 
machine and dryer. If Federal Reserve notes were printed on copier paper, what primary characteristic 
of good money would likely be violated? 

 
 

9. Inflation in Zimbabwe in 1998 was 32 percent. In August 2008, inflation was estimated at 11,200,000 
percent. Also in 2008, Zimbabwe issued a new 100 billion dollar note. What primary characteristic of 
good money was violated by the Zimbabwean dollar during this period?  

 

7 











MONEY 

Go to the following Website and take this tour about money.  Go to each section and include 2 facts from each 

section and 2 things that you learned or that you found interesting.  Be ready to share your findings with the class. 

http://www.frbatlanta.org/about/tours/virtual/money/ 

Section 1: Before money: Barter  

Section 2: Common products as money  

Section 3: Value in use, value in exchange  

Section 4: Money simplifies trade  

Section 5: Money takes many shapes  

Section 6: Early coins  

Section 7: Paper money  

Section 8: Banking evolves  

Section 9: Commerce in the colonies  

Section 10: Early American money  

Section 11: After the Revolution  

Section 12: U.S. banks and money  

Section 13: The Civil War era  

Section 14: Progress and problems  

Section 15: The Fed and afterwards  

Section 16: Price stability: Goal of the Fed  

 

http://www.frbatlanta.org/about/tours/virtual/money/
http://www.frbatlanta.org/about/tours/virtual/money/section01.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section02.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section03.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section04.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section05.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section06.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section07.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section08.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section09.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section10.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section11.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section12.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section13.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section14.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section15.cfm
http://www.frbatlanta.org/about/tours/virtual/money/section16.cfm


Name: 
The Characteristics of Money 

All money has three common characteristics:
1. It serves as a medium of exchange.
2. It is a unit of account.
3. It is a store of value.

Please answer the following questions: 

1. Why do you think that it is means for money to be a “medium of 
exchange?” 
Hint: What does it mean to exchange something? 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

2. What do you think it means for money to serve as a “unit of account?” 
Hint: What is a unit? 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

3. Why do you think that it is important for money to serve as a “store of 
value?” 
Hint: What does it mean to “store” something? 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________
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Economics 05/01/15 

Economics Worksheet: Money! 
 

Write the word or phrase next to its definition 
 
   Legal Tender   Savings Account   Debit Card 
   Checking Account  Barter     Currency 
   Money    Credit      Coins 
   Check      Debt      Collateral 
 

_____________________ 1. Anything that is customarily used as a medium of exchange. 

_____________________ 2. The exchange of goods and services for other goods and services. 

_____________________ 3. Forms of money that must be accepted by law for payment of public and private debts. 

_____________________ 4. The type of money that includes both coins and paper money. 

_____________________ 5 Metallic forms of money such as pennies, nickels, dimes. 

_____________________ 6. Property, assets, pledged by the borrower of money to protect the lender. 

_____________________ 7. Account with money deposited in it that can be withdrawn at by writing a check. 

_____________________ 8. Account where the bank pays the depositor interest based on the amount of the deposit. 

_____________________ 9. Allows you to purchase goods and services for a claim on money you don’t have yet. 

_____________________ 10. Note for money drawn from a bank that can be used to pay bills or transfer money. 

 

Define, or determine between, the following words or terms 
 
11. Medium of Exchange  ______________________________________________________________________________ 

12. Unit of Accounting  _______________________________________________________________________________ 

13. Store of Value  ___________________________________________________________________________________ 

14. Debt ___________________________________________________________________________________________ 

Short Answer 

15. What are the three functions of money? ________________________________________________ 

____________________________________________________________________________________ 

16. What are the two types of money?  Define each type.  _____________________________________ 

____________________________________________________________________________________ 

17. What are the six characteristics of money?   

_________________________________________    _________________________________________ 

_________________________________________    _________________________________________ 

_________________________________________    _________________________________________ 

18. What is the Federal Deposit Insurance Commission?  _____________________________________ 

____________________________________________________________________________________ 

19. Explain the process of borrowing money.  Include terms like debt, credit, collateral, and repossess. 

____________________________________________________________________________________ 

____________________________________________________________________________________ 



Economics 05/01/15 

Economics Worksheet: Monetary Policy and the Federal Reserve 
 

Write the word or phrase next to its definition 
 
  Discount Rate     Prime Rate     Check Clearing 
  Reserve Requirements   Tight Money     Government Securities 
  Loose Money     Interest Rate     Fractional Reserve Banking 
  Monetary Policy    The FED      Credit Union 
 

_____________________ 1. The percentage of money that all banks must keep on hand, of all their deposits. 

_____________________ 2. This is where credit is in short supply and very expensive. 

_____________________ 3. The interest rate the federal reserve charges its member banks. 

_____________________ 4. This is where credit is abundant and cheap. 

_____________________ 5. The interest rate that banks charge their best customers. 

_____________________ 6. This is where banks are required to keep a percentage of all deposits on hand at all times. 

_____________________ 7. Money from a demand deposit account is transferred, to a bank to where check was cashed. 

_____________________ 8. The organization that performs all the banking functions for the Government. 

_____________________ 9. Promissory notes, or IOU’s, the government issues it creditors, often in the form of bonds. 

_____________________ 10. Changing the money supply in order to affect the amount of credit, and the economy. 
 

Define, or determine between, the following words or terms 
 
11. Federal Open Market Operations  _______________________________________________________________________ 

_______________________________________________________________________________________________________ 

12. Fractional Reserve Banking  ____________________________________________________________________________ 

13. Monetary Policy  ____________________________________________________________________________________ 

_______________________________________________________________________________________________________ 

Short Answer 
14. What are the 6 functions of the FED?   

__________________________________________   __________________________________________ 

__________________________________________   __________________________________________ 

__________________________________________   __________________________________________ 

15. What is the difference between loose and tight money policies?  _______________________________ 

______________________________________________________________________________________ 

16. What are the ways the FED can increase the money supply?  __________________________________ 

______________________________________________________________________________________ 

______________________________________________________________________________________ 

17. What are the ways the FED can decrease the money supply? __________________________________ 

______________________________________________________________________________________ 

______________________________________________________________________________________ 


