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92 273223.ntm The most useful way to examine the depository
function of the commercial banking system is to look at the purposes
for which money is deposited. Again, the average persons concept is
likely to be misleading -- "For convenience," he says, "or for safety."
These are partial truths that shed little light on the functional role of
banksasdepositories.J U D 0000000 OO0OOOO0ONO
J0o0doo0oooodoooooooooooooa
OJ00o0o0* 0ooooooooooooooor oo
JO0o00o0o0ooooooooooooooon

[1 Demand deposits in commercial banks constitute the major
portion of the money supply.(1) A primary function of money is its
use as a means of payment. Consequently, one of the most important
reasons for becoming a bank depositor is to use the payment facilities
of the commercial banking system. Demand deposits also frequently
consist of funds kept with a bank to support credit requirements or
to compensate the bank for a wide variety of banking services. All
such funds can be collectively designated working balances. Whether
held by individuals or corporations, working balances are funds
needed in the transaction of daily business and cannot be invested
even temporarily. They are funds that must be kept in the most liquid
ofallforms--money. 0D 0O 00000 OOOOOOONO
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[ O O O O Money has another primary function--that of providing
a reservoir of purchasing power for the future. It shares this attribute
with a number of other assets that can normally be exchanged for
money on short notice and with minimum risk of loss. Such assets
Include short-term government securities, commercial paper,
bankers acceptances, and, for individuals, funds held in depository
forms, such as bank sayings deposits or savings and loan share
accounts. These assets are held for reasons of liquidity (known or
anticipated future expenditures) and, in contrast with working
balances and longer-term savings, may be designated investment
funds or liquidity reserves. Such funds generally seek the highest
available interest return consistent with ready or specific availability
atminimumrisk. D D 0000000000 O0OO0OO0OOO
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may be deposited in commercial banks for accumulated savings
purposes. Such funds are usually accumulated by individuals over
relatively long periods of time for nonspecific purposes, such as the
proverbial rainy day, retirement, or unknown personal emergencies.
These funds have greater stability than investment funds, and the
latter, in turn, are less volatile than working balances.J 00 I [0 O [
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00 0O O O Notes(1): The money supply is usually defined as
currency outside commercial banks plus demand deposits held by
the public. The amount of demand deposits outstanding is not,
however, an accurate measure of their importance as money, because
of their relatively rapid turnover.J 0 10 00 OO0 OO0 OO0 OO
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