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SECTION 1

Money and Credit
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Gharacteristics of Currency

sy country in the world has an ool
form of currency. The word currend)
another term for coins and papee WG
Whatever it is called, all currencies sharest
lestthree common feature:
1. Currency must be easy to cary, NS
be small and light so. Pﬂ'l’kw'am'
with them for everyday e
2 Cumency must be durable, of B3
long time. It should not wear out#
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n our history, one of the weak-
the Articles of Confederation
ck of a standard currency. Each
ts own money. The different
 exchange rates for these curren-
e trade among the states very diffi-
Constitution solved this problem
ongress the sole right to coin
nd t0 regulate s value.
rrency used by Americans

by the federal government. Two
—plants where coins are made—now
€ most coins for general circulation.
mints, located in_ Philadelphia
and Denver, Colorado, pro-
e than 65 million coins a day
In the United States, sx coins are used:

5, nickels, dimes, quarters, half-dok
any years the
alue of

1d dollar coins. For

3 coin was equal to the v

‘¢ metal that it contained. A silver doll
xample, yielded about dollar’s worth
ien melted down. In the pist,

many Americans would only accept colns
They believed coins were more valuable
and relable than paper money

Most money issued today s paper
money, printed in Washington, D.C.,at the
Treasury Department's Bureau of Engraving
and Printing. Bill are printed in denomi.
nations of S1, 52, $5, $10, 520, $50, and
$100. The S5, 510, 520, 550, and $100 bills
have been redesigned in recent years to
make them more dificult (o counterfet

All US. paper money and coins are
legal tender, This means that by law people
must accept this money as payment for
goods and services In the United States,
This system has worked for many years,
Thus, everyone knows that these same dol-
lars and coins will be accepted without hes
tation when they are presented at stores,
banks,or elsewhere
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Paper money and coins were fmportant in

developing a srong financal ystem in the
uyers do ot

the majority

United Staes. Today most

use colns or paper money
of thei purchases. Instead, Americans often
make payments by check or debit card

Checks
Checks are ust pices of paper. They are not
legal tender because they are not ssued or
guaranteed by the federal government, To
wite a check for a purchase, you must have
3 particular kind of bank account—usually
clled a checking account—and enough
money in that account o cover the check;
Merchants and others who receive the
check know that the bank will honor the
eck.In other words, banks willtake mon-
ey from your account in the amount of the
check and issue that money to the person of
organization to whom the check was writen.
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Debit Cards
Today more and more people prefe o g
payments from thei checking accounts iy
debit cards instead of witing checks. ey
cards are like electronic checks. Inseadof
writing out a check in the store, you g
give the cashier your debit card. The money
will be deducted from your account sl
with a check. Debit cards offer an incess
ingly popular alternative t0 carrying cashag
a checkbook.

Orawing Iferences and
Conclusions Why ara peopl mare kel touses
check ordebit card than cash o make apucha)

Credit and the Economy
Sometimes a consumer may want fo makea
purchase but does not have enough GshiE
his or her wallt o bank account. Whent
Happens that person needs access
Buying something on credit means

501 s able to buy something

PIOMie 10 pay for it ater. Creditisa
money thatis repaid plus interest
payment charge for borroweds

Charge and Credit Cards
Somestoresisue charge cards to many
customers. A charge card is
ng. Customers can buy tems
forthem immediately becausel
thean the money for the
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ypclly required. Usually there s o nterest
chargeif the customer pays the fullbalance by
thedue date. I the customer only pays partof
balnce, the tore usually charges nterest
athe remaining amount.

Credit cards, while similar to charge
ards, are much more common. They are
isued by banks and other lending institu-
ans. Unlike a charge card, which can only
beused In the store or chan of stores that
isued 1, a credit card can be used almost
inywhere You present the creditcard whe
making a purchase and the store charges
the credit card company for the amount
of the purchase, The credit card company.
Pays the store and sends you  monthly bill
fethe total amount of all your purchases.

As with charge cards, the customer
Pays allor part of the credit card bill once
# month. Most customers send credit card
Ompanics checks, but many people AOW.
¢ the Internet to transfer funds directly
fom their bank account to pay their credit
S bils Interest charges, which can be.
it high, are added to the unpaid por

" of the monthly bill

Wiy doyou think Americans re morekely
chorgoexponsos ody than thy ware 3

yoarsaga?

Credit and the Family
IF s wisly, credit can help the average
American amily. For exampe, few. young
il avesved enough money o acquire
a house. Borrving from  bank or mortgage
company will g ther the extra money thy.
need fo tha purchas. They can then pay.
he oan off gradually—ofen ove s long as
30 ycars—rom money they cam. Of coure,
ey ali e o pay inerst on the loan.

Loans payable over long_periods are
a0 clled Most Amerian
{amilies use long e credit 0 buy cars, and
many us I or other expensive purchases
such 5 major applancesand fumiture, If 8
family plans o py foran tem vithin fst

& fe weeks o months, it necds oly short

term credit. This ype o et can e expe.

il helptl for cmergency purchass, such
s replcing abroken furmae o refgeator,

1 usd unwisely, credit can cause seious
imancial problems. A peson might buy s0
‘much on credit that he or she cannot afford
o mke the payments on time. Often the
Jenderbastheright tochargea penaltyandto
e the Interest rate ate missed pyments.
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This makesthe balance even harder to pay off,
Stores may reposess, or take back, purchases
that have not been ully paid for,

A credit card holder may be sued
for the outstanding balance, and In the
worst case may have to declare bankrupicy
Bankruptey i legl eclaation that a pey.
50n or business cannot pay debis owea, 1f
abankruptcy judge agrees, the person may
e excused from the debt or be aloweg g
Pay a reduced amount. In some
may have to sel

she owns 1o satisfy the @
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fiewewing ideas and Terms

cumency.

& Summarize Whet three common features do

o cunencies have?

28 Summarize Why ae cheds not considered
e s st why o businesses acepthem

&, Compare and Contrast How are chage

s end credit cards simila and diflerent)

<. Detend a Point of View Would you prfer 0

s cash or checks when shopping? Explan.

b. Summarize How i
Heipul and harmiul?

2. Define Wite 2 brif definition forthe term

Define Wite  brief defntion for the terms

The wise use of credit by individuals and
familis

hem buy and use things before
they have saved enough money to pay cash
for them, For example, Insead of renting a
House foryears while saing up their mones

afamily might buy a house and beginliving
In it now. They can do this by borrowing
the money they need from a bk,
When consumers buy goods sooner, !
the economy grows faster. The bullder gets

Pald for bullding a house now rather than |
years from now, as do the people who sup-
Ply the wood o the brick, or who sell the |

fumnace or the air conditioning system.
Consumet spending is an important force
in the economy.

Similary, careful use of credit allows
businesses to prodiuce and sell more goods
and services than they could aford 10 by
using only cash. This also helps the econ-
omy grow—businesses will buy more raw
materbls, rent more production space, hire
more employees, and so on,

Findinghe Maindoa How
s cradt hlp koop haaconomy inbalanco?

Oniine Quix

4.a. Recall Why do businesses ofen use creditfor
purchases rather than cash?
b. Elaborate How does the use of business credit
allow the economy to grow?

5. Categorizing Copy the gaphic organize. Use it
and your notes o show how credit can be used to
help balance the economy.

lauptcy, 6. Analyzing Information Imagine
term creditshortterm credit ban! o e s i
crditors. ol editbe bt explaining what amilesshoud

purchase goods on credit.




