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Barter System



Drawbacks of Barter System



Barter System Drawbacks

Drawbacks

Double Coincidence of 
Wants

Lack of Common unit of 
Value

Difficulty of Future 
Payments or Contractual 

Payments

Difficulty of Storage of 
Value and Transfer



Barter System-Double Coincidence of Wants

Want of Wheat
Surplus of Rice

Want of Rice

Surplus of Wheat



Money System-Double Coincidence of Wants

Want of Wheat
Surplus of Rice

Want of Rice

Surplus of Wheat



Lack of Common Unit of Value

Barter System Monetary System



Difficulty of Future Payments

Barter System Monetary System



Storage/Transfer of Value is difficult
Saving is possible only by storage of goods



Money Eliminated all Problems



What is Money



Money Evolution



Basic Functions of Money

It acts as a medium of exchange to 
satisfy human wants

Savings are done in terms of money

Express Value of Goods and Services 
in terms of Money

Money is used for making Future 
(Contractual) Payments



Money led to GDP Growth

Money

leads to 
expansion 

of exchange

Expansion  
of markets 
of goods 

and services

Expansion 
of scale of 

output

GDP Growth



Forms of Money



Forms of Money

Forms of 
Money

Form 1

Fiat Money
Fiduciary 
Money

Form 2

Full Bodied 
Money

Credit 
Money



Forms of Money
Money Issued by authority of the 

Government and includes all notes 
and coins

Accepted as a medium of exchange 
because of trust between payer and 

payee. Example - Checks



Forms of Money
Money in terms of Coins whose 
commodity value is equal to the 

money value

Money value is more than 
Commodity Value



Supply of Money



Stock of Money

Total Stock of Money at any point 
in time is held by

Consumers of Money Suppliers/Producers of Money

Supply of 
Money

Not part of 
Supply of 

Money



Supply of Money



Who are Suppliers/Producers of Money

Suppliers of 
Money

Government Banking System

Commercial 
Banks

Central 
bank



Measures of Money Supply



Term Deposits vs Demand Deposits

Term Deposits Demand Deposits
Always for a specified period of time Not for any specific period of time

Depositors cannot withdraw money as 
and when needed

Depositors can withdraw money as and 
when needed

These are not chequeable deposits These are chequeable deposits

Example –Fixed Deposits 1 year, 2 year, 5 
years, etc.

Savings A/c and Current A/c

Not included in M1 Included  in M1



M1 includes only Net Demand Deposits

SAMRIDHH FINCOACH INSTITUTE, AJMER-9050092989



Measurement of Money Supply
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