
THE ROLE OF FEDERAL RESERVE SYSTEM IN THE GOVERNMENT OF

UNITED STATES

The Federal Reserve System is the central banking system of .. of the Federal Reserve System and the Federal role in
the supervision and regulation of the U.S. banking system.

The Fed has broad power to act to ensure financial stability, and it is the primary regulator of banks that are
members of the Federal Reserve System. The individual Reserve Banks have advisory committees as well,
including thrift institutions advisory committees, small business and agricultural advisory committees. The
Fed, as it is commonly known, regulates the U. A Reserve Bank is often called a "banker's bank," storing
currency and coin, and processing checks and electronic payments. In the aftermath of the financial crisis , the
Fed has paid increased attention to the risk created by the time lag between when payments are made early in
the day and when they are settled and reconciled. This is despite the fact that Trump nominated six of the
seven members. The banks profit from the spread, or difference, between the rate they charge their customers
and the rate paid to the Federal Reserve. Reserve Banks conduct research on regional, national and
international economic issues. The purpose of keeping funds at a Federal Reserve Bank is to have a
mechanism for private banks to lend funds to one another. The Board also has general oversight over the
Reserve Banks and Branches. Why is managing inflation so important? On Dec. The Board also exercises
broad supervisory control over the financial services industry, administers certain consumer protection
regulations, and oversees the nation's payments system. In the early s, the housing industry was booming. A
Board of Governors in Washington is appointed by the president and approved by the senate, to administer
reserve banks and branches in 12 districts around the country. The Federal Reserve System was founded by
the U. Board members serve staggered terms of 14 years each. This power, called selective credit controls,
includes consumer credit rules and margin requirements. Changes in the discount rate usually produce changes
in the interest rate that banks charge their customers. The Federal Reserve System was designed as an attempt
to prevent or minimize the occurrence of bank runs, and possibly act as a lender of last resort when a bank run
does occur. The Federal Reserve kept short-term interest rates close to 0 percent for more than seven years,
from to December , as a result of the global financial crisis. Many of these consumer protection regulations
apply to various lenders outside the banking industry as well as to banks. The Reserve Banks' retail services
include distributing currency and coin, collecting checks, and electronically transferring funds through the
automated clearinghouse system. By lowering the margin requirement, the Federal Reserve stimulates
securities trading. Float benefits the check writer by allowing it to retain the funds until the check
clearsâ€”that is, when the funds are actually withdrawn from its accounts. For depository institutions, they
maintain accounts and provide various payment services, including collecting checks, electronically
transferring funds, and distributing and receiving currency and coin. When the Federal Reserve raises the
reserve requirement, banks must hold larger reserves and thus have less money to lend.


