What is Money?
Here’s a concise summary by Le Chat Mistral of what money is, based documents seen in class:
1. Definition and Functions
· Money is a universally accepted medium that facilitates economic transactions. It is not just coins, notes, or electronic balances, but anything widely accepted in payment for goods or services.
· Core Functions: 
· Medium of Exchange: Enables transactions without the inefficiencies of barter.
· Unit of Account: Provides a standard measure of value for goods and services.
· Store of Value: Allows wealth to be saved and retrieved over time.
· Standard of Deferred Payment: Facilitates borrowing and lending by providing a reliable future value.
2. Types of Money
· Narrow Money (M0, M1, M2): Includes cash, reserves at the central bank, cheque accounts, and savings accounts.
· Broad Money (M3): Encompasses M2 plus larger deposits, institutional money market funds, and other liquid assets.
3. Creation and Regulation
· Legal Tender: Governments establish and protect money’s value by controlling its creation (e.g., printing notes, minting coins) and regulating banking activities.
· Banking System: Most money is created through bank lending. When banks issue loans, they create new money; repaying loans destroys it.
· Central Banks: Regulate money creation by setting interest rates, requiring reserves, and licensing banks.
4. Stability and Trust
· Stability: Essential for money to function effectively. Fluctuations (e.g., cryptocurrencies) undermine its role as a store of value or medium of exchange.
· Trust: The value of money is guaranteed by legal frameworks, government use (e.g., taxes), and anti-counterfeiting measures.
5. Social and Economic Role
· Social Bond: Money mediates exchanges and class struggles, acting as a key social institution (Aglietta & Orléan).
· Economic Growth: Credit and money growth are vital for modern economies, enabling housing, consumer spending, and innovation.
· Imperfections: Markets and money are not perfect; policy aims to limit divergences from social optimality (Adair Turner).
6. Historical and Philosophical Perspectives
· Mercantilists: Viewed wealth as accumulated money.
· Adam Smith: Wealth comes from goods and services; money is a tool.
· Keynesians: Money has real short-to-medium-term economic impacts.
· Monetarists: Money is neutral in the long run.
· Yuval Harari: Money is a shared story that enables trust and cooperation at scale.
7. Challenges
· Debasement: Historical attempts to dilute money’s value (e.g., debasing gold) or excessive money creation can erode trust.
· Speculation: Financial markets can create instability, but also drive innovation (e.g., the NASDAQ boom).

Key Takeaway
Money is more than a tool for transactions; it is a social institution that reflects trust, enables economic activity, and shapes societal structures. Its stability, regulation, and acceptance are crucial for its effectiveness.
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