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 Something generally accepted as a medium of 

exchange, a measure of value, or a means of 

payment. 

Definition:- A medium of exchange developed to 

 or service, is termed as money. 

     *  Money is standard for whole company. 

     *  It is either in form of coins or cash. 

     *  Level of money with a person indicates the wealth of the person. 



Functions of Money 
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 The Three uses of Money 

•1) Medium of exchange- anything 

that is used to determine value during 

the exchange of goods and services 

 

•2) Unit of account- a means of 

comparing the values of goods and 

services 

 

•3) Store of value- something that 

keeps its value if it is stored rather than 

used 
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 The uses of Money 
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•The coins and paper bills used as money in a society are called 

currency.  
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1) Durability- Objects used as 

money must withstand wear 

and tear 

 

2) Probability- Easy to carry 

around and transfer 

 

3) Divisibility- Easily divided 

into smaller amounts  
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4) Uniformity- all units of 

money must be identical 

 

5) Limited Supply- Federal 

Reserve System controls 

supply of money in 

circulation 

 

6) Acceptability- everyone 

in economy must be able to 

exchange the objects that 

serve as money for goods 

and services 
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TYPES OF MONEY 

1. Commercial money 

 

2. Commodity money 

 

3. Fiat money 

 

4. Fiduciary money 
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Money Supply 

  Issuing Currency 

 

  Setting Reserve Requirements & Holding Reserves 

 

  Lending Money to Banks  

 

  Providing for Check Collection 

 

  Acting as Fiscal Agent 

 

  Supervising Banks 
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 Controlling the Money Supply 

 
 Recent Developments 
 
 Relative Decline of Banks and Thrifts 
 
 Financial Services Industry 
 
 Consolidation Among Banks and Thrifts 
 
 Convergence of Services Provided by Financial Institutions 
 
 Globalization of Financial Markets 
 
 Electronic Transactions 
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BANKING 
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Banking Regulation Act of India, 1949 defines Banking as “accepting, for 

the  from the 

public, repayable on demand or otherwise or withdrawable by cheque, 

draft order or otherwise.”  

The Reserve Bank of India Act, 1934 and the Banking Regulation Act, 

1949,govern the banking operations in India. 
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Practise quiz 

 In which year was the Banking Regulation Act passed? 

a. 1949 

b. 1955 

c. 1959 

d. 1969 

 

Ans: 1-a 
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