Negotiable Instruments
Essential Questions Key
· Why does the check processing and collection system depend on the Federal Reserve?

Answer:  It directs and controls the banking system at large, facilitating communication, enforcing regulations and encourages standardization.
· Could banks in the same country create an independent check clearing network that didn’t use any intermediaries? Why or why not?
Answer: It could not be established; because of the Federal Reserve Act of 1913 which established the relationship between the Federal Reserve and banks as well as the relationship among banks.
· What role does the Federal Reserve play in the national check clearing system?

Answer: The Federal Reserve is the backbone of the banking system.  It is involved in check collection and plays a crucial role in the industry, enforcing regulations, aiding communication and encourages standardization.
· Why is it important for the Federal Reserve to limit float?

Answer: Because float distorts money supply and the reserve figures.
