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https://www.100test.com/kao_ti2020/273/2021_2022_CreditCrea_c
92 273225.htm It is the ability of the commercial banks to create
money in the form of demand deposits by making loans and
iInvestments that distinguishes commercial banks from other
financial institutions. While some thrift institutions have acquired
demand deposit authority, their participation in money creation is
limited relative to banks which hold nearly all business demand
deposits and the majority of individual and government demand
deposits. The banking system can build up deposits by increasing
loans and investments so long as banks keep enough currency and
reserves to meet the requirement imposed on them by regulation and
to redeem whatever amounts the holders of deposits want to convert
to currency. This is a unique attribute that is often difficult for the
layman to understand and that occasionally even baffles bankers.[]
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contrasted with the banking system as a whole, however, an
Individual bank cannot expect that the deposits it creates will remain



with it. The money it can lend and invest, at any moment, is its excess
of cash and bank balances over required reserves and minimum cash
requirements. The individual bank must stand ready to pay out the
deposits it creates when it makes new loans and to pay for the
securitiesitbuysupondelivery. O 0 D OO0 000000 OOO
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000000000 O In practice, out of the vast aggregate of
financial transactions, the individual bank gains and loses funds in
the course of each days business. From its net gains the bank can
Increase its loans and investments. If the bank has net losses it must
collect loans or sell investments. As one of the theoretical aggregate
of all banks, it competes for its share of the deposits that the banking
system as a whole may create when additional reserves are supplied
by the Federal Reserve System. O U 0 U OO0 0 OO0 00OO
J0odoboooooodoooooooooooooa
J0o0doo0oooodoooooooooooooa
JO000o00o0oo0oodooooooooooooon
J000o00o0oo0oodooooooooooooon
(1 00 O A bank does not create credit in a vacuum. it creates credit in
order to supply the funds that are needed by the community it serves
and the nation of which it is a part. Bank loans and investments may
finance production, distribution, investment, consumption, and the
needs of government. Credit enables goods to move through the



channels of trade, people to acquire homes, factories to be built,
workers to buy automobiles, the nation to finance its defense, and
many other useful or profitable purposes. Without credit, business as
we know it would be almost impossibly impeded, and our standard
of living would never have beenattained. 1 O O O O OO0 OO
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