Funding the Future

Infographic: Fiat money

Published: July 20, 2026, 6:13 am

After preparing an infographic on the gold standard, this follow-up seemed to be
essential:

FIAT MONEY

1. What is fiat "10"25? 2. Why does a fiat currency have value?
« Fiak money is the money used in the UK today, | | * To things give the pound its value.

4 -F‘u"d:,ﬂuamun{mahunllih
* The pound is a fiat currency. payments in pounds, putting peunds

info circulation.
o It is not backed by gold or silver. S ind UK bames! sk b pokd i %
» It exisks because the government creates * That means every housthold and
and accepts it as the UK's currency. business needs pounds,

= Tax is what gives the pound its
fundamental value.

3. Whe creates mancﬂ? [_ How does qovernment create munsb\?
* Two organisations create meney in the LIK. ) P'“'l"""“"‘ ‘mﬁwm spending
* The government creates government maney. e TWB then, instructs the Bank of
o Commerciol banks create bank money England to make payments.
when they lend. * The Bank of England creetes new meney
4 to make those pagments.
o Banks can only do so under leance 1% et e s sl Sy
from the govenment. + Taxation removes government -created monesy
« Together thay provide the money the from cireulabion. £a cordral inflation

+ Government borrowing swaps qevernment-

s, frend created money for government” savings accounts.

5. How do banks create money? 6. How is money removed 7

. + Ever is recorded as & liakiliby or
meumuﬂmm 5rmﬂﬂ SR W2 Pt

* They create a new deposit in the chn.kr_ruM .”.dauw.aba
e i the borrower to the bank.

+ The barrower then speads that deposit. + Government-created money is a liability

of the government.
P « Bank is cancelled when lans are repaid.
depositors’ savings. i i Tt 05 i
o lWhen the loan is rthH.I the money lalken the i.mh[d.j is concelled, the
it created is removed from the economy. disappoars froms Tuse. o
« This is haw inflation is managed.

o The bank does mot lend out existing

F. How much money should exist? 8. L'h”'\ﬂ is this imEn‘.ﬂn‘:?

* There is no fized amount * A country with its own fiat currency
the econemy le.,..m. of iy cannst run sut of its oum il B

5 Glranat i " « It can always creabe the
e nm’?‘“‘“ s t.:b-sus:?rmthdmmhfw

sals in its e
ol + The real limits on gevernment spending are
rapement e the vmilabiithy o anpla, tholla; andrg

. Tie s i merbychmple it RO RN b el Shd Vit bea AL Ty
teonomy chang . inflation

« Gebling this balance right is one of 11;;“;3’;;'_@"‘5““‘“ fipe =
swnmt'i most important jobs i N w w

» Controlling inflation depends on it doing so. ol e “sfuw_ 4
Fiat money is created overnment sFLm{mj and commercial bank lend.m.s

derives its value from the fact that taxes must be paid in it, and is controlled
threusl-\ taxation, lending, loan repayment, and careful mmna,gzmen‘t of the
economy’s real resources.
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If you press CTRL or Command and Plus (+) on your keyboard, your browser should
increase the size of your page every time you do this. Press CTRL or Command and the
Minus (-) key together to restore the screen to normal. | can get to at least 2 times the
normal size by doing this.

How to download this image.

If you right-click the image, you should be given the option to download it to your
computer. So long as you do so without a view to making a profit, you may do so
without further permission. Commercial use requires consent. But if you just want to
share it, do so with whoever and wherever you want. That is the purpose of these

infographics.
The ima?e IibrarY _ _
We are planning a library of these images. It will be available soon.
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