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The Role of the Fed
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Keeping prices stal & is part of the job of the

Federal Reserve, which was created by

Congress in 1913. There had been two
attempts at establishing a central bank in the
United States in the 19th century, but politics
killed them even though they were
successful.
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| different kinds

Back then, state-chartered banks issued their
own paper money backed only by their
individual gold and silver reserves. As a
result, there were once more than 10,000

4 > Gl Dank notes In clrcu

Suppose you owned a store in those days.
How would you know which banks had
enough gold reserves to make their currency |
worth its face value? Should you decrease
the value of bills from a weaker bank? And
how would you keep track of all those bank
notes? You can imagine the shopkeeper's
dilemma. If a bank went broke, its currency |
was instantly worthless, and those who held !
its notes could lose everything.
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