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Money - what is it anyway?
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First of all: money is a

medium of exchange.

For example, let's say that

someone has a chicken ...

... and trades it for

something else, ...
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... like a chair.
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But, as a currency a chicken

has a few disadvantages.

1) Not everyone needs a chicken.

Maybe the person with the chair would rather have a cow.
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2) A chicken isn't practical to transport - it doesn't fit into a wallet ...
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3) It's difficult to divide it into smaller units.
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4) And there are many ways it can lose value.
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So people invented a neutral

medium of exchange:

Money!
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Which can be traded for

anything nowadays:
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Goods
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Services
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“Values“ such as raw

materials or real estate

In other words: If you have

money, you are entitled to

trade it for something else.

But you could also say:

Someone owes you the

value that money represents.

Otherwise money wouldn't be

worth anything.

A banknote is therefore

a kind of borrower's

note.
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But what happens if no one

wants to exchange it for

anything?
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Then the banknote is nothing

more than a colorful

piece of paper and

therefore worthless.

[image: ]

Money is also trust!

Now we know money as a

medium of exchange.

But money also has another

function: It serves as a means

of preserving value!

What does this mean?
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It means:
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