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LEARNING TARGETS
1. Describe the Federal Reserve's structure and primary roles
2. Distinguish the Fed from a typical commercial bank
3. Explain why the Fed was created and how it remains independent from Congress

SECTION 1
What Is a Central Bank?
What a Central Bank Does
A central bank issues the national currency.
A central bank sets monetary policy - mainly interest rates.
The U.S. central bank is the Federal Reserve.
A central bank is the bank for banks, not for individuals.
SECTION 2
The Fed Was Created in 1913
1913 Founding Facts
The Federal Reserve Act was signed in the year 1913.
It was signed by President Woodrow Wilson.
What triggered it: the Panic of 1907 - a bank-run crisis.
The compromise was a dual structure: Board in DC + 12 regional banks.
The original purpose: create an "elastic currency" to prevent panics.
SECTION 3
The Dual Structure: Board + 12 Regional Banks
Board + Regional Banks
The Board of Governors has 7 members.
Board members are confirmed by the Senate.
Each governor serves a 14-year term.
There are 12 regional Federal Reserve Banks.
Each regional bank has its own President (not appointed by the President).
SECTION 4
The Board of Governors
The Board in Detail
The Board has 7 members including the Chair and Vice Chair.
Members are appointed by the U.S. President.
Each governor serves a 14-year term.
The Board sits in the Eccles Building in Washington, D.C.
The 14-year term is the structural anchor of Fed independence.
SECTION 5
The 12 Regional Federal Reserve Banks
The 12 District Cities
There are 12 regional Federal Reserve Districts.
District 1 is headquartered in Boston.
District 12 (the largest geographically) is headquartered in San Francisco.
Regional banks distribute currency and coin in their district.
Each regional bank President is chosen by its regional board, not the U.S. President.
SECTION 6
The FOMC and Rate-Setting
How the FOMC Works
FOMC stands for Federal Open Market Committee.
The FOMC has 12 voting members.
It meets 8 times per year.
The FOMC sets the federal funds rate - banks' overnight lending rate.
The New York Fed President always votes on the FOMC.
SECTION 7
The Fed Chair's Role
What the Chair Does
The Chair's term as Chair is 4 years (renewable).
The Chair chairs every FOMC meeting.
The Chair testifies before Congress two times per year.
The current Fed Chair is Jerome Powell.
The Chair holds enormous influence but only one vote on the FOMC.
SECTION 8
How the Fed Differs From Your Bank
Fed vs. Commercial Bank
The Fed's customers are banks and the U.S. government - not individuals.
Only the Fed can issue Federal Reserve Notes (dollar bills).
Only the Fed sets the federal funds rate.
The Fed does NOT take deposits from the public.
The Fed is a banker'S bank - it serves banks, not individuals.
SECTION 9
Independence From Congress
Three Structural Pillars of Independence
Governors serve 14-year fixed terms.
The President [can / cannot] cannot fire a governor for policy disagreement (circle the correct option and write it on the blank).
The Fed funds its own operating costs from interest on bond holdings.
The Fed reports to Congress twice a year (Humphrey-Hawkins).
The Fed is independent but not unaccountable.
SECTION 10
Why Independence Matters
The Case For and Against
Elected politicians often want low rates before elections.
Low rates kept too long cause inflation.
Most economists support central-bank independence.
The main criticism: the Fed is powerful and not directly elected.
Congress gave the Fed a dual mandate: maximum employment and stable prices.
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