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Currency Circulation

At the end of 1978, about $ 97 billion of paper currency and
coin was held by the public in the United States, primarily as a re-
sult of demands by the public to hold cash rather than checking ac-
count “dollars” or, more technically, demand deposits.

These public demands vary by the day of the week, the week
of the month and the season of the year. For example, during the
Christmas season, people prefer to hold more paper currency as they
travel from store to store looking for “that” gift. The periods
around other holidays from Labor Day to Independence Day produce
a similar high demand for pocket cash, although {far less than that
near Christmas.

Most pocket cash is obtained by cashing checks—personal or
payroll—which turn checkbook dollars into paper currency and coin.

Commercial banks feel the public’s demand for cash first.
Thus, to meet the needs of the public, the 5 600 commercial banks
which are members of the Federal Reserve System turn to their re-
gional Reserve Banks for coin and currency when their own vaults
don’t have enough or when they don’t have the denominations being
requested.

A member bank has a deposit account at the local Reserve Bank
similar to accounts the public has at a commercial bank. Coin or
currency ordered by a commercial bank from the Reserve Bank is
transported by armored car or registered mail. The member bank’s

account is charged for the amount ordered.



Much of the cash at a Reserve Bank has been deposited by
member banks after finding they have more than enough currency or
coin on hand to satisfy the needs of their customers. When they
send excess currency and coin to the Reserve Bank, the member
bank’s account is credited.

Often, currency sent to member banks is new. It has never
been circulated before. Since the notes are claims upon the assets of
the issuing Reserve Bank and liabilities of the US government, a
number of special steps are taken.

Among various procedures, each Reserve Bank by law, must
transfer to its Federal Reserve Agent—a representative of the Board
of Governors of the System at each Reserve Bank——collateral equal to
at least 100 percent of the value of the currency being issued.

The bulk of that collateral is in the form of US government se-
curities owned by the Federal Reserve System. The remainder of

_the collateral is comprised of gold certificates, special drawing rights
or other “eligible” paper, such as bills of exchange or promissory
notes.

Fach spring, on the basis of recommendations of the Federal
Reserve Agents at each of the 12 Reserve Banks, printing orders are
placed with the Comptroller of the Currency, a part of the US
Treasury. New currency comes from the Bureau of Engraving and
Printing, another arm of the Treasury.

The Comptroller, after reviewing requests, passes them to the
Bureau of Engraving and Printing which produces the appropriate
denominations with the seal of the ordering Reserve Bank. The un-
circulated reserve notes are shipped under guard to the ordering Re-
serve Bank, where they are held by the Reserve Agent until re-
quested and collateralized.
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The procedures involved in circulating new coin are similar.
The supply of coin is governed primarily by demand, as well as fa-
cilities available to mint coin. Currently, coins are made in
Philadelphia, Denver and San Francisco under the control of the Di-
rector of the Mint, also a unit of the Treasury.

Like paper currency, coin is shipped to the Reserve Banks and
through those institutions to member commercial banks and on to

the public. Unlike paper currency, Reserve Banks buy coin at face

value from the Treasury.

New Words

billion /'biljen/ n. FAZ(FE); +12(F)
currency /'karonsi/ n. Wil; #@H

coin /koin/ n. BET1; #H

primarily /'praimerili/ adv. W4t ; FEM
technically /'teknikali/ adv. MVHb

payroll /'peirsul/ n. L% %; FHKME
regional /'ri:dzenl/ adj. HLIX{Y

vault /volt/ n. CBRFFHI)IRAE B
denomination /diinomi'neifan/ n. WAL ; HH
deposit /di'pozit/ n. v. I, GhE; TR
armored /'axmad/ adj. BEFEH; EFH
register /'redziste/ v. HS

charge /tfads/ v. iCWK; f&id

credit /'kredit/ v. IEARH

claim /kleim/ n. fRA; BRI

collateral /ka'leetoral/ n. FEH &

bulk /balk/ n. K#E45r; KEH

remainder /ri'meinds/ n. RY; RY



eligible /'elidzabl/ adj. S HH)

recommendation /rekomen'deifan/ n. #F; 44
comptroller /kon'trouls/ n. Fi'E; £it; &it
engraving /in'greivig/ n. K

seal /sitl/ n. EJEE; FE

mint /mint/ n. EH

promissory /'promiseri/ adj. YYEMN; NiFH
institution /insti'tju:fan/ »n. PL¥; the

excess /ik'ses/ adj. L HEH

Phrases and Expressions
checking account dollars ¥ EHFEZR
demand deposit 1 BATEEX

pocket cash M4

cashing check G T E

member bank 2R {7

meet the needs of R TR

deposit account 77 M P

charge one’s account for the amount 1§&HE 0T AR
registered mail H-SHI#

gold certificates EEFH; &H
eligible paper SR EHE

promissory notes A<ER

on the basis of BH#F; Pl yoE- L0
printing orders E1EF§4

with the seal of HBAFEIE

under guard FERTT; HET
claim on ERBUF

on hand FL#
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checkbook dollars T EFFEK
the uncirculated reserve notes ¥ A B W EEH A E

Proper Names

the Board of Governors of the System BeiESFAERZBHS
the Comptroller of the Currency R MEBE

the US Treasury 32 E B &
the Bureau of Engraving and Printing EJ 4] & 5
Denver FH# (E[E Colorado M2 BHF)

Notes

1. billion FEN “Hi2”, MEEN “+1427. EXHEYEEE

R MR, FFL N+,
2. notes ﬁ;ﬁ?‘éﬂ%%ﬁ%%&ﬁkﬁﬁ‘]ﬁfﬁo

3. gold certificates H¥H., IEEEE 1865 FF 1933 £ Z M %

T —Fgm, RITHEF+ENESRE.

4. eligible paper A HHEEYE . HEENMITEBHO AWM, RTR

R

5. “with the seal of the ordering Reserve Bank” “ordering” 7FiX JL

AE ITERERT” R, B0 CEAITERTAEEETHLE",
6. shipped FEXILARIEMIZ, TRIEHEEH,

Exercises

I . Answer the following questions:

1. Why does the American public prefer cash to demand

deposits?



. What causes a high demand for pocket cash?
. How do commercial banks meet the needs of the public?

. Explain why a member bank’s deposit account is similar to

the public’s accounts?

. What must be done by law among various procedures?

6. Tell the compositions of collateral both the major part and

the remainder.

. Where does new currency come from?

. What are the similarities between circulating new currency

and new coin?

. Where are coins made in the US?
10.

How are paper currency and coin transferred to the US
public?

[l . Make True/False response to each of the following statements:

1.

The US public would rather hold checking account “dollars”
than have cash.

. Usually, holidays produce a high demand for pocket cash,

as well as cash checks.

. People obtain pocket cash mainly by personal cashing checks

or payrall checks.

. The regional Reserve Banks provide the member commercial

banks with coin and currency when they need it.

. The member bank’s account is charged for the amount or-

dered by a Reserve Bank.

. Excess currency and coin are sent to the Reserve Bank when

they are more than the needs of the customers.

. Gold certificates, bills of exchange, promissory notes, as

well as special drawing rights are all “eligible” paper.

. Both the comptroller of the Currency and the Bureau of En-



graving and Printing are parts of the US Treasury.
9. The uncirculated Reserve notes are kept by the Reserve
Banks until they are ordered and collateralized.

10. Paper currency and coin are shipped first to the Reserve
Banks, then to member commercial banks and last to the
hands of the public.

[l. Translate the following sentences into English:
1. REARABREXRERFK, MREZAE,
2. EETHE, AMIBEEREFESHIAE, UERKRE
Hh g SR A S AR T H Aldho
ZHRAERMIAN AR & X BN E LHRE PRGN,
. THEREE B AEHET R,
- FLBRTEAESZIIAARMAET RO R,
M RRITERATHERE S SRLARTH AR KA
iER VNS
7. FREFEIEERITES (BHEAET).
8. YHMARTRENBELTMAEITE, MRIZLRTHK
FO(BHEANR R ).
9. EMHHERTF SHENAHEL,
10. FH B XEVBEEHLERRE,
V. Cloze:

Fill in the blanks with the correct words chosen from the follow-

N U W

ing list. Change the form where necessary.

at least for instance allocation complicated
distribution material physical resource
sense wholly

On the allocational side it involves the 1 of the 2

of society among various occupations and industries. This again

involves 3 three further problems. First is the distribution

7



of assets in the wider 4  of the word (economically
significant stocks) among different occupations. This would
include the labor force as human capital, land area, natural re-
sources, and 5  capital, defined as economically significant
_ 6 artifacts of all kinds. Second, there is a problem of
7 of assets or resources over time among different occupa-
tions, which makes things even more 8 . A third problem
is the allocation of the use of these assets in various occupations,
_ 9 , whether they are fully used or partlyor 10  unem-
pioyed.
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Advances

When a trading banker refers to his bank’s “business,” he
means primarily its advance business. The provision of credit by
way of advances to customers is central to the business of trading
banks because it yields the bulk of their income, demands the most
important policy decisions at every level of bank administration, and
constitutes the channel through which trading banks exercise the
greatest influence on a country'’s economy.

A bank advance can take two forms, loan or overdraft. In
contrast to the United States where the overdraft method is regarded
as rather improper and never used, and even to England where
loans still account for a significant though diminishing proportion of
advances, the Australian trading banks grant advances almost in-
variably by way of overdraft, and always have done.

The distinction between the two methods does not matter
greatly to the customer. With the overdraft method, the amount of
the agreed advance is noted in the customer’s account as the “limit”
up to which he may overdraw his account, and interest is charged
only on the daily debit balance. In the case of loans, the whole
amount advanced is at once debited to the customer’s loan account
and credited to his current account. But since the bank usually al-
lows a substantial interest set-off on any smaller credit balance, the
interest payable is much the same as under the overdraft procedure.

The distinction does, however, make a difference to totals of

deposits and advances. If advances take the form of loans, new

9



credit granted immediately increases advances and deposits by the
full amount. In the case of overdrafts, advances and deposits are
increased only as the overdraft is used. If figures for unexercised
overdrafts were available and were added to deposits, this differ-
ence, too, would disappear.

The great majority of advances granted by Australian trading
banks are approved and secured overdrafts to established customers
of the bank. A bank is usually happy to take on new customers,
but it naturally scrutinizes more closely outside applicants, of whose
credit standing it has no direct knowledge and always makes it a
condition of the advance that the applicant transfer his ordinary
banking business to itself. Nor are all advances formally approved
and backed by written security. The Australian trading banks are
much less strict than American banks about debit balances incurred
by customers overdrawing their accounts by small amounts and for
short periods without formal approval. Business firms in good
standing with their bank can usually also count on getting a small
overdraft for a short period, of perhaps a few weeks, without for-
mal security. The overdrafts of very large companies are commonly
unsecured. But insistence on written security is probably more gen-
eral in Australia than in England where business and particularly
personal advances are still frequently granted on the good name and
the bank’s knowledge of the customer alone.

The usual procedure, when a new advance is sought, is for the
customer to put his request to the bank manager who will require in-
formation about the applicant’s business and financial position, the
purpose of the advance, security offered and arrangements for re-
payment; if the applicant is not well known to the bank, he may be
asked for references. For advances up to a certain amount, the

10



manager has authority to sanction the advance at his own discretion,
though the amount varies from bank to bank and with the size of the
manager’s branch; it may also vary according to whether credit pol-
icy is tight or easy. When the advance is approved, the bank’s se-
curity department prepares security documents which may require
detailed investigation and valuation. When these are completed,
the agreed limit is recorded in the customer’s advance account. All
advance accounts are kept under regular review, and customers may

be requested to comply with formal or informal repayment

arrangements.

New Words

advance /ad'vains/ n. FUEK; BUTE
provision /pra'vizen/ n. ¥&; &t

yield /jind/ v. /24 45

channel /'tfeenl/ n. &iH; B

overdraft /'suvadra:ft/ n. EX ; EIXH
diminish /di'minif/ v. B/

invariably /in'veorabli/ adv. A7 HL; —AtH
debit /'debit/ n. iBAfEH; EH

scrutinize /'skrutinaiz/ v. {F4RRKEE

incur /in'key/ v. B WK

security /si'kjuariti/ n. HR; L
reference /'refrens/ n. fRiFEA; LB A
sanction /'seegkfan/ v. HtHE; BHE
discretion / dis'kre‘[an/ n. BITHRE; FEELE
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