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Video:		Open	and	Operating:		The	Federal	Reserve	Responds	to	September	11	

1. When	and	why	was	the	Federal	Reserve	System	(“The	Fed”)	started	by	Congress?	
1913.  To serve as nation’s central bank.  Ensure and safeguard against bank panics 
 

2. What	three	main	functions	were	added	since	then?	
	
$ Monitor our Electronic Payments     System of money transfers, checks, and cash.   
 
√ Provide banking  Supervision    and Regulation    for safety and soundness.   
 
% Implement  Monetary   policy to promote a healthy economy and price stability.   
 

3. How	many	Federal	Reserve	District	banks	are	in	the	US?	
12 

4. Ben	Bernanke	is	the	current	Fed	Chairperson.		Who	was	the	Fed	Chairperson	on	9/11?		
Alan Greenspan 

5. Give	at	least	two	examples	of	how	the	Fed	used	its	$	Payments	System	function	to	make	sure	
our	economy	remained	stable	after	9/11.	

 Made sure Fedwire, cash, check clearing was working 

 Used ground transportation (no airplanes were flying) to provide cash to ATMs and 
banks. Made sure plenty of cash was available. 

 Kept Discount window available to meet liquidity needs.  Usually had to order by noon 
today for cash tomorrow.   

6. Give	at	least	one	example	of	how	the	Fed	used	its	√Banking	and	Supervision	and	Regulation	
function	to	make	sure	our	economy	remained	stable	after	9/11.	

 Increased float time (30 times normal daily average—usually only three days to clear a 
check.) 

 Continued to credit banks even if funds for cleared checks weren’t yet collected from 
drawee bank. 

 Told banks to lend money to businesses and other banks 

 Imbalance credits/debits at banks ok for now. 

 Work with customers and keep Fed informed. 

7. Give	at	least	two	examples	of	how	the	Fed	used	its	%	Monetary	Policy	function	to	make	sure	
our	economy	remained	stable	after	9/11.	

 Fed loaned money to banks and foreign banks that deal with US companies (swap lines). 

 Fed bought securities to add money to the economy in record amounts. From $2 billion 
per day (typical) to $81 billion dollars. 

 Federal Open Market Committee (FOMC) Lowered Federal Funds Rate from 3.5% to 
1.75% (lowest in forty years)  

 


