
     Money is an economic unit that functions as a generally recognized medium of exchange                        Money used as a medium of exchange avoids the inefficiencies of a barter system. 

                                                                      for transactional purposes in an economy.                                               Money used as a unit of account is a standard numerical unit of measurement of  

        Money provides the service of reducing transaction cost, namely the double coincidence                                                           the market value of goods, services, and other transactions. 

                                                                                        of wants.                                                                                             Money acts as a standard measure and common denomination of trade. It is 

          Money originates in the form of a commodity, having a physical property to be adopted                                               thus a basis for quoting and bargaining of prices. 

                                                            by market participants as a medium of exchange.  

 

 

 

 

 

 

 

 

 

 

                   By value of money were mean the purchasing power of money.                                                                          Money can be divided in various types-  

             Purchasing Power is the amount of goods or services that can be purchased with a                                                                   - Actual money 

                                                              unit of currency.                                                                                                                                        -  Metallic Money 

        There exists an inverse relation between the value of money and the price level. When the                                                         - Paper Money 

        value of money rises i.e. its purchasing power increases, the general price level falls and                                                              - Legal Tender Money 

          vice versa. This means the value of money is inverse of the general price level. Similarly, when                                                  - Hot Money 

           the general price level increases, the value of the money decreases and vice versa.                                                                      -  Commodity Money 
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       Actual money is that which actually circulates in the economy. It is used as a medium                                     It’s made of metal such as gold and silver. Coins of all denomination circulating in 

         of exchange for goods and services in a country. For example, paper notes of different                                                                     economy are examples of metallic money.  

            denominations and coins in actual circulation in India constitute the actual money.                                        Metallic money is classified into two categories: 

         For example, rupee is the money of account in India. Generally, actual money and money                                  Full bodied money: If the face value of money is equal to its value as a 

         of account are the same for a country; however, sometimes actual money may be different                                 commodity, it is called full bodied money. If a gold coin of face value Rs. 100 

             from the money of account. For example, rupee and paise is the money of account in                                          contains gold worth of Rs. 100/- it will be called full bodied money or  

                             India. In real practice, however, one paisa coin is nowhere visible.                                                                                                                    sometimes standard money 

                                                                                                                                                                                                                 Token Money: If the face value of money is more than its value as  

                                                                                                                                                                                                                           commodity or intrinsic value it is known as token money. 

 

 

 

 

 

 

                   Money made of paper is called paper money. It includes different denomination.                                           Money which has a legal approval behind it and people are bound by law to 

             Paper money is further classified into following forms.                                                                                                             accept it in all payments. Nobody can refuse to accept it.  

           Representative Paper Money: If paper is issued by keeping hundred percent gold                                              Legal Tender Money can be classified into: 

                                 reserve of full-bodied coins or gold bullion.                                                                                             Limited Legal Tender: which can be given in payments only upto a certain  

      Convertible Paper Money: If paper money can be converted into gold coins or gold bullion on                                   limit. The payee can refuse to accept it beyond that limit.  

      demand. This type of money is issued by keeping metallic reserve of equal amount behind it.                        Unlimited Legal Tender: Unlimited legal tender means that money which can 

    Fiat or In-convertible Paper Money: which cannot be converted into full bodied coins or gold                                     be given in payments up to any limit. 

              bullion on demand. It is usually issued without keeping metallic reserve behind it. 
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      Money that moves regularly and quickly between financial markets so that investors                           Its value is derived from the commodity out of which it is made. The commodity 

           could ensure they are getting the highest short-term interest rates available.                                                                   itself represents money, and the money is the commodity.  

       Hot money continuously shifts from countries with low interest rates to those with                                   For instance, commodities that have been used as a medium of exchange 

           higher interest rates affecting the exchange rate and also has the potentiality to                                           include gold, silver, copper, salt, peppercorns, rice, large stones etc. 

                                  impact a country’s balance of payments.  

       The Foreign portfolio investment can be considered as “Hot Money” 

 

 

 

 

 

 

 

 

 

 

                  Fungibility - its individual units must be capable of mutual substitution                             In current economic systems, money is created by two procedures: 

                                                              (i.e., interchangeability).                                                             Legal tender, or narrow money (M0) is the cash created by a Central Bank 

            Durability - able to withstand repeated use.                                                                                                             by minting coins and printing banknotes. 

         Divisibility - divisible to small units.                                                                                      Bank money, or broad money (M1/M2) is the money created by private banks through the 

         Portability - easily carried and transported.                                                                               recording of loans as deposits of borrowing clients, with partial support indicated by the  

     Cognizability - its value must be easily identified.                                                                                                 cash ratio. Currently, bank money is created as electronic money. 

  Scarcity - its supply in circulation must be limited. 
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