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Student Resource 5.1
Reading: Common Bank Services
What are the differences between banks?
Banks are institutions in which people put their money for safekeeping, to save, to use to pay their bills, or to earn interest on. Banks are allowed to use that money to make loans and earn interest for the banks’ owners.
So, if you want to open an account or get a loan, how do you know which bank to choose?
Different types of banks offer different types of services. Even banks offering the same services often don’t charge the same amounts or offer all the same benefits. They may not even treat you the same when you walk in to do business with them. To find the best bank for yourself, you have to compare their services, their costs, and their benefits.
When we say “banks,” we include (1) commercial banks, which cater to both business and individuals, and (2) thrift institutions (thrift means managing money carefully, or saving), which include savings banks and credit unions. Thrift institutions are primarily for individuals to save their money and earn interest, or to take out loans. Originally, commercial banks just served businesses, and savings banks and credit unions were used by individuals, especially those who couldn’t qualify for loans at regular banks. This is no longer the case.
What do banks offer?
Although commercial banks and thrift institutions used to serve different purposes, today they all offer many of the same types of services:
Bank accounts
· Checking accounts are used for everyday expenses such as buying groceries, getting gas, purchasing clothes, and getting cash for a night out. People either write checks or use their debit cards to pay.
· Savings accounts are used to accumulate money and earn interest. Certificates of deposit (CDs) are promissory notes issued by banks that have a set term and fixed rate of interest that is higher than that of a regular savings account. In return for your getting higher interest, you promise not to touch your money for a certain period of time, such as six months.
· Money market accounts are a sort of hybrid between checking and savings accounts. They are savings accounts and earn interest, but you are allowed to make limited transfers or withdrawals, usually up to six per month. The interest rate paid on a money market account is usually higher than on a regular savings account, but it requires a minimum balance.
Loans
· Secured loans are amounts of money a bank lends to a consumer or business against something the borrower owns, such as a car, house, or business (this is called collateral). If the borrower doesn’t repay the loan, plus interest, the bank can take the collateral.
· Unsecured loans are amounts lent without collateral, such as personal loans to make a major car repair or take an expensive vacation. The bank makes sure ahead of time that the borrower has enough income to pay off the loan, plus interest.
Lines of Credit
· A line of credit allows a person or company to borrow money from a bank up to a certain limit at any time as needed for purchases and to pay it back in installments with interest.
· A credit card is one type of a line of credit.
Other services:
· Foreign exchange—Banks can exchange US currency for foreign currency for travelers bound for other countries.
· Traveler’s checks—Banks issue traveler’s checks so that travelers do not risk losing cash.
· Financial planning 
· Safe deposit box—Banks provide locked storage drawers in the vault for customers to keep valuables such as important papers and expensive jewelry.
Student Resource 5.2
Scenarios Activity: Services Wanted from Banks
Student Name:_______________________________________________________ Date:___________
Directions: Review the bank services listed in Student Resource 5.1. Then read the scenarios below and write down which banking service would fit each situation best.

You are taking a trip to visit your aunt in Mexico. You will need money to buy things and to pay for transportation when you arrive. They will not accept your currency for payment of goods or services. What banking service will you use?



You have been working all summer and have managed to save almost $2,000. You have been keeping your money in a shoe box in your closet and would like to put your money in a safer place. You want to be able to use the money whenever you want to purchase things throughout the school year. What banking service is the best one for you?



You are a junior in high school and you and your mom have been discussing college choices for you. Your great-grandmother has offered to contribute to your college education. She has offered to give you $5,000 for you to bank until you are ready for college. How will you make the most of this money? 


You need your car to get to your job, but it needs $600 worth of work to get a smog certificate so you can reregister it in two weeks. You only have $250 in your savings account. What are your financial options? 


You are the proud owner of your first home, a fixer-upper that you have just moved into after paying 20% down, your entire savings. You feel so lucky to have found a house you could afford. During the first rainstorm after you move in, you find that you’re not so lucky—the roof leaks and you need to replace it, fast, for $10,000. What banking service might be available to you?
Student Resource 5.3
Reading: Saving for Your Future
How would you like to turn $100 into $200—by doing nothing? Does it sound too good to be true?
If you put $100 into the right kind of savings account today and never add another dime to it, compound interest (see the next section for an explanation) would eventually turn it into $200. (Granted, with current low interest rates it would take about 30 years, but you’d probably be putting more money in and earning more interest on that, wouldn’t you?)
Americans aren’t very good at saving money. They used to be. In 1981, families saved an average of 11% of their income. By 2005, this savings rate averaged negative 0.5%. The savings rate hasn’t been that low since the 1930s, during the Great Depression—some 80 years ago. 
What does “a savings rate below zero” (or a “negative savings rate”) mean exactly? It means people are spending more than they earn. To do that, they are likely using credit—in effect, operating constantly in debt. Losing a job, or even a single paycheck, could actually cause them to lose their homes or cars, or even become homeless.
The below-zero trend continued through 2005, and it wasn’t until 2006 that it slowly began to rise above 0%. As of February 2016, the savings rate was close to 5.4%.  
Why save?
It sounds silly to say it, but spending is a lot easier than saving. There’s all that stuff out there calling, “Buy me, you know you want me”—popular designer clothes, racy-looking cars, flashy jewelry, even $5 lattes. When something goes wrong, though, if all the money has gone for those things, you have no safety net.
Here are some of the things you might want to have that extra money for:
College expenses
Helping out with your family’s finances
Buying a car when you graduate from high school or college
Emergencies such as a major car repair, serious illness, or job loss
A down payment to buy your own home
Taking a vacation
Retiring in comfort (It’s hard to think about now, isn’t it? But if you don’t, you won’t be able to afford to retire when the time comes.)
The best time to learn about money is when you’re young. Starting young lets you take advantage of the magic of compound interest.
It’s harder than it looks.
If saving were easy, everyone would be doing it, wouldn’t they? Here are some ways to help you save:
Remember: It’s easier to spend than to save. That means that you either have to be extremely disciplined about saving money on a regular basis (not too many people are), or you have to trick yourself by having it taken out of your pay automatically, or have it taken out of your bank account and put directly into savings. This is called paying yourself first (before you pay bills or pay a store for that jacket you didn’t need).
Talk about your money goals with family and friends. They can help keep you on track.
Make a budget so that you lay out in print exactly what you are spending your money on. Then decide if you really want to be using your money that way.
It’s perfectly normal to want stuff, so express your wish to buy goodies—the iPod, the sports car, the $500 boots—but plan it for some distant future time: after your college tuition is paid, after you finish college and are making a solid income, after your car is paid for, and so on.
If you have access to the Internet, check out Ballpark Estimate. This is a single-page worksheet that helps you quickly calculate how much you will need to save each year for retirement. You’ll find the Ballpark Estimate on the American Savings Education Council’s website when you click on the Savings Tips tab at http://www.choosetosave.org/asec/.
Once you decide what you’re saving for, how much you want to save each week, and when you’d like to have the item you are saving for, you can decide what kind of savings account is best for what you want to do.
What are your savings goals?
Your saving goals determine what type of account to open, so first you need to decide what you are saving for (e.g., emergency funds, college, a car, retirement).
There are special kinds of accounts for college and retirement savings. Before you decide what type of account to open, consider the following:
How soon will you need the money? (If it’s for emergencies, you might need it quickly. Otherwise, three months, six months, three years?)
How much money will you need?
How much risk can you tolerate? The Federal Deposit Insurance Corporation (FDIC) does not insure some accounts. Also, safer accounts often pay very low interest, so you may choose a higher-yield, higher-risk account.
Savings accounts and insured bank money market accounts are in the “safe” category. (Don’t confuse money market accounts with money market mutual funds, which are not insured.)
Can you open an account online? Do you need a checking account to do that?
The bank’s website can give you a lot of information about the accounts it offers. Before you open an account, ask yourself the following questions:
How much do you want to deposit each time?
Will you send in a deposit each month or have it deposited automatically?
Will you want online access to your account? (You’ll need access to a secure Internet connection, and the bank will need to set it up for you.)
Accounts can be opened in person at a bank, by telephone, or online. The bank will ask for the following, so you can gather the information ahead of time:
Legal name, mailing address, date of birth, and Social Security number
Government-issued identification, such as a valid passport or driver’s license 
Employer name and work phone number
Initial deposit (usually $25–$100) to fund your account

Student Resource 5.4
Sentence Starters: Saving for Your Future
Student Name:_______________________________________________________ Date:___________
Directions: Use the sentence starters listed below to guide you into formulating thoughts about the reading on savings. After reading Student Resource 5.3, Reading: Saving for Your Future, review the notes that you have made and, based on your notes, choose 10 of the following sentence starters to complete. For example, “I noticed that it’s important to talk about your money goals with friends and family.”
I wonder….
I noticed….
I was reminded of….
I’m surprised that….
I’d like to know….
I realized….
If I were….
The central issue is….
One consequence of _____________ could be….
If _________________, then….
I’m not sure about….
Although it seems….
I feel strongly about….
I’m afraid….
Student Resource 5.5
Charts: Savings Accounts
Student Names:_______________________________________________________ Date:___________
Directions: Research one bank on the Internet and complete the first chart below for your bank. Your group mates will complete the other charts. 

Name of group member:________________________________________________________________
	Bank name and location
	

	Savings account name/type
	

	Interest rate and minimum daily balance
	

	Fees associated with the account
	

	Other special features (transaction limits, rewards points, etc.)
	






Name of group member:________________________________________________________________
	Bank name and location
	

	Savings account name/type
	

	Interest rate and minimum daily balance
	

	Fees associated with the account
	

	Other special features (transaction limits, rewards points, etc.)
	




Name of group member:________________________________________________________________
	Bank name and location
	

	Savings account name/type
	

	Interest rate and minimum daily balance
	

	Fees associated with the account
	

	Other special features (transaction limits, rewards points, etc.)
	


Student Resource 5.6
Instructions: Becoming a Smart Consumer of 
Bank Services
Your team has selected a local bank to research. Work with the members of your team to collect information about the financial services the bank offers as well as the cost of those services.
Use the Internet or print advertisements in newspapers to find this information. The home page of many websites includes a link to a site map. This is a good place to start your research, because site maps provide an overview of all the information on the website. Consulting the site map should ensure that you don’t miss any of the bank’s services, especially the miscellaneous services that customers may not use often.
There are four general types of bank services:
Ways for individuals to use their own money
Ways for individuals to borrow money
Ways for individuals to grow their money
Other miscellaneous services
Use Student Resource 5.7, Note-Taking Guide: Costs and Benefits of Bank Services, to record the information you find. Select one team member to write down the services the bank offers. Next, decide as a team which of the four categories (use money, borrow money, grow money, or other) each service belongs in. Instruct the recorder in your group to note next to each service which of the four classifications it falls into.
Student Resource 5.7
Note-Taking Guide: Costs and Benefits of Bank Services
Student Name:_______________________________________________________ Date:___________
Directions: Use this guide to record your team’s research on your bank’s services and their costs to the consumer. If the bank does not provide information on its website or in published advertisements about the services it offers, contact the bank yourselves and make inquiries.
Name of bank or other financial services provider: 
	Financial Product
	Purpose of Service 
(use money, borrow money, grow money, other)
	Terms or Special Conditions (e.g., must open more than one account to get the offer)
	Costs to Consumer (e.g., fees, interest rates)
	Benefits to Consumer (e.g., ease of use, speed of service)
	Other Information 

	Checking Accounts



	
	
	
	
	

	Credit Cards



	
	
	
	
	

	Debit Cards



	
	
	
	
	

	Savings Accounts 




	
	
	
	
	



	Financial Product
	Purpose of Service 
(use money, borrow money, grow money, other)
	Terms or Special Conditions (e.g., must open more than one account to get the offer)
	Costs to Consumer (e.g., fees, interest rates)
	Benefits to Consumer (e.g., ease of use, speed of service)
	Other Information 

	Certificates of Deposit (CDs)



	
	
	
	
	

	Mortgages




	
	
	
	
	

	Home Equity Loans



	
	
	
	
	

	Individual Retirement Accounts (IRAs)



	
	
	
	
	

	Other 





	
	
	
	
	


Student Resource 5.8
Venn Diagram: Comparison of Bank Services
Student Name:_______________________________________________________ Date:___________
Directions: Find a student who has researched a bank other than the one that you have studied. Using this Venn diagram, compare and contrast the services and products that are offered by the two different banks. First, write the name of each bank in the space above the circles. Inside each circle, write the products and services provided by that bank. If you find any products and services that are provided by both banks, write them in the section where the circles overlap. 
When you have finished, return to your original group to share your findings.
Bank:_____________________________
Bank:_____________________________

Student Resource 5.9
Assignment: Comparing Bank Services
Student Name:_______________________________________________________ Date:___________
Directions: Write a reflective comparison of two banks using three different services that each bank provides. Make sure to support your opinions and ideas with specific facts from your research. When you have finished your comparison, decide which bank would be best for you and explain why.
Comparing Bank Services 
Use the following organizer to help you plan your written comparison. After you have responded to the prompts below, copy the information onto a clean sheet of paper. Feel free to modify the language and the overall structure as appropriate.
	After investigating the financial services and products of (name of researched bank) I have found that…. 



When analyzing the costs and benefits to the consumer, I determined that….



In terms of the products that they offer….



This bank would be best for someone who….



	After researching the financial services and product of (name of second researched bank), I have found that….



When analyzing the costs and benefits to the consumer, I determined that….



In terms of the products that they offer….



This bank would be best for someone who…. 




	Although both institutions offer….




I would choose (insert name of bank) over (insert name of bank) because….



Finally….







Make sure that your comparison meets or exceeds the following assessment criteria:
Accurately compares two banks and three of their products and services 
Uses relevant facts and information from the research to support the statements being made
States and explains which institution would be best for you 
Demonstrates a comprehensive grasp of the material covered
Provides detailed, organized, and accurate information
Includes proper spelling, grammar, and punctuation, and is neat and legible


Copyright © All Rights Reserved	1	NAF 2021

Copyright © All Rights Reserved	1	NAF 2021

