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100 million people woke up today with their savings worth
8% less than the prior day.

Official inflation in Egypt is 18.7% while the interest rate is
16.3%.

And for people in the country without bank accounts (a
somewhat high %) they get the inflation without the
interest.
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Egypt had another stepwise devaluation of its currency, resulting in a
decline relative to the dollar *today*

1 Egyptian Pound equals

0.038 United States

Dollar
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The surprising way the
money supply grows and
shrinks in our economy

Overview of
money
creation and
destruction




Money Supply -- M2

FRED = M2 is a measure of
the money supply.
M2 includes cash,

checking deposits,

savings deposits,
and other deposit
14000 types readily
convertible to cash.

Shaded areas indicate U.S. recessions. Source: Board of Governors of the Federal Reserve System (US) fred.stlouisfed.org

Source:
Board of Governors of the Federal Reserve System (US), M2 [M2SL], retrieved from FRED, Federal
Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/M2SL, December 19, 2022.



Total Money Supply: $1,000

| will deposit
my cash in
my bank
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Hand
$1,000




Total Money Supply: $1,000
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| need a
loan from
the bank
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Total Money Supply: $1,500
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Total Money Supply: $1,500
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Total Money Supply: $1,500

e Cash On
Hand
S100

e Savings
Account
$900

———

e Bank e Customers
Reserves Deposits
$700 $1,200

e Loansto
Borrowers

$500

| want to pay
off some of
my loan

e Cash On e Loan to
Hand Bank
$200 S500

e Checking
Account
S300



Total Money Supply: $1,400
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* Banks create money by

Iending, Wh'Ch increases (’ﬁuu.(:’ Board of Governors of the Federal Reserve System
the total supply of money = Sections

* Borrowers destroy
money by repaying bank
loans, which decreases

< Policy Tools

Policy Tools

the total su PP Iy of m oney Reserve Requirements
¢ The U S FEd e ral Rese rve As announced on March 15, 2020, the Board reduced reserve requirement ratios to zero percent
effective March 26, 2020. This action eliminated reserve requirements for all depository
sets bank reserve institutions.
requirements * FAQs [2
The following content explains thgg#ard’s authority to impose reserve requirements and how
°
Ba n kS can Ie n d excess reserve requirements weregsministered prior to the change in reserve requirement ratios to zero.
Additional detail on fjg#freserve requirement regime can be found in the archived Reserve
reserves’ bUt m USt Maintenance Jé#fiual: HTML | PDF.
rEta 18] req ul rEd Thee#eral Reserve Act authorizes the Board to establish reserve requirements within specified
anges for purposes of implementing monetary policy on certain types of deposits and other
reserves liabilities of depository institutions.
° cu rre nt req u i reme nt The dollar amount ofa erositow ingtitution's reserve requ?rement 15 determineq by applying the
. reserve requirement ratios specified in the Board's Regulation D (Reserve Requirements of
ratios for U .S. ba n ks Depository Institutions, 12 CFR Part 204) to an institution's reservable liabilities (see table of

o reserve requirements). The Federal Reserve Act authorizes the Board to impose reserve
are 0 A) requirements on transaction accounts, nonpersonal time deposits, and Eurocurrency liabilities.




The Bank never “goes broke.” If the Bank runs out of money, the Banker
may issue as much more as needed by writing on any ordinary paper
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