
 

 

CHAPTER 10 The Federal Reserve:  
Why that dollar in your pocket is more than just a piece of paper 

 

Key Terms 
Prior to reading the text, it might be helpful to look up or be familiar with the following words. 
They will be used in the context of the reading. 
 

• Cut Interest Rates 
• Credit 
• Discount Rate 
• Federal Funds Rate 
• Bonds 
• Long-term 
• Short-term 
• Consumer Price Index 

• Wealth 
• Intrinsic Value 
• Purchasing Power 
• Inflation Rate 
• Consumer Price Index 
• Fixed-rate Loans 
• Indexed 
• Real Interest Rates 

• Nominal Interest Rates 
• Capital Gains Tax 
• Appointed 
• Elected 
• Deflation 
• Counterintuitive 
• Ben Bernanke

 
Guiding Questions 

1. Explain how the Federal Reserve is able to have so much power that it can affect the lives of 
everyday Americans. 

2. What does the Federal Reserve do? 
3. If low interest rates help to stimulate economic growth, then why doesn’t the Federal Reserve 

always work to ensure low interest rates for the economy? 
4. What role do recessions play in a healthy economy? 
5. Describe two way that the Federal Open Market Committee can influence the amount of credit 

accessible for the economy. 
6. Why is the Federal Reserve unable to influence long-term interest rates? 
7. How are wealth and money different? 
8. What is the purpose and limitations of creating a type of money?  
9. Does inflation mean that prices are going up? Explain. 
10. If incomes increase, does that mean people are richer? 
11. What are some of the factors that make inflation so difficult for a government to address? 
12. Analyze some of the advantages or disadvantages for having an unelected Federal Reserve. 
13. If inflation is bad, why is deflation worse? 
 
Multimedia 
Federal Reserve. The Guardian- What is the Federal Reserve: 
http://www.theguardian.com/business/interactive/2012/jun/20/federal-reserve-explainer-video 
 
Creation of the Federal Reserve- Planet Money- A Locked Door, a Secret Meeting, and the Birth of the 
Fed: http://www.npr.org/blogs/money/2013/12/20/255839292/episode-505-a-locked-door-a-secret-
meeting-and-the-birth-of-the-fed 
 
Federal Reserve- Planet Money-  The Birth of the Dollar Bill: 
http://www.npr.org/blogs/money/2012/12/07/166747693/episode-421-the-birth-of-the-dollar-bill 
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