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Welcome to Wells Fargo’s Hands on Banking® program!
This fun, interactive, and engaging financial education program is designed for both self-paced, individual learning and
classroom use. These Instructor Guides are designed to help you share this valuable program with groups of any size.
In these guides, you’ll find everything you need to lead participants through real-life scenarios, group discussions,
and activities that will encourage them to apply these lessons to their daily lives.
By sharing the Hands on Banking program with others, you’ll help them to take control of their finances and build a
brighter financial future.

Program Overview.

The Hands on Banking program covers all the basics of smart money management. The curriculum is designed for
four age groups: Adults, Young Adults (ages 15–21) Teens (grades 6–8) and Kids (grades 4 and 5).

The Hands on Banking program is an easy and enjoyable way to teach and learn the essentials of financial education:
the basics of bank services, the importance of saving, smart money management, using credit responsibly, investing, wealth building, and more. Whether it’s opening a checking account, avoiding identity theft, paying for college,
applying for a credit card, or starting a small business, the Hands on Banking program provides real-world skills and
knowledge everyone can use.

Educational Standards.
It’s easy to integrate the Hands on Banking program into the classroom: the lessons for school-aged students are
aligned with national and state educational standards for economics, financial literacy, mathematics, and English
language arts.
The segments in this program adhere to the following economics, financial literacy, mathematics, and English language arts standards:
•

National Council of Economic Education, the National Association of Economics Educators, and
the Foundation for Teaching Economics, Voluntary National Content Standards in Economics
(1997). For details, see www.fte.org.

•

JumpStart Coalition for Personal Financial Literacy, National Standards in K-12 Personal Finance
Education (2007). For details, see www.jumpstartcoalition.org.

•

National Council of Teachers of Mathematics, Principles and Standards for School Mathematics
(2000), Grades 9-12. For details, see www.standards.nctm.org.

•

The National Council of Teachers of English (NCTE) and International Reading Association (IRA),
Standards for the English Language Arts (1996); Grades K-12. For details, see www.ncte.org.
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Using the Instructor Guides.

The Instructor Guides can be used alone or as an adjunct to the online/CD-ROM program; however, we strongly
encourage you to review the program online or request a free CD-ROM. Even if participants will not experience the
program online, gaining familiarity with the online program will help you present it more effectively. The online program includes simulations, calculators and an extensive resource library to help supplement these guides—please
take advantage of all these great resources.
Each topic in the Hands on Banking program has its own Instructor Guide which follows the organization of the
online program and includes much of the same content. The Young Adults’ version of the Hands on Banking program
includes six topics:
1.

Getting Started.

2.

Earning $.

3.

Spending Smart.

4.

Save, Invest & Build Wealth.

5.

All About Credit.

6.

School & $.

Each Instructor Guide includes:
•

A glossary of all the relevant terms introduced in the topic.

•

A lesson introduction which includes:
º

An overview.

º

Learning objectives.

º

Sample discussion questions to start the lesson.

º

“The Basics”—a list of bullet points outlining the key concepts of the lesson.

•

A lesson summary of all the key concepts of the lesson.

•

Activities, quizzes, discussion questions, handouts and important tips for key concepts.

•

A topic summary that lists all the major concepts of the topic.

•

Additional activities designed to extend the concepts presented in the topic to the real world.

•

A Library Resource section that includes additional reference materials and handouts.

The instructions for organizing your group for activities are recommendations only. You know what will work best
when it comes to teaching and engaging your group.
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Lesson Concepts and Icons.
Each lesson of a topic will present several key concepts. These concepts are introduced to your participants in a variety
of ways which are represented in the guides by these icons.
Activity.
An activity usually involves some sort of class participation, whether it is a matching game, a fill in
the blank exercise, or worksheet completion. Typically after an activity you will have the opportunity
to lead a discussion.
Discussion.
Discussions allow you to introduce key concepts while involving your participants in the conversation and making the information relevant to them. In some places, sample discussion questions are
included to help you guide the discussion.
Quiz.
Throughout all the topics, there are short quizzes designed to start discussions or quickly test participants’ knowledge of certain concepts.
Handout.
All of the Instructor Guides include handouts that are designed as a resource for your participants
to use outside the classroom in their daily lives. For example, one handout includes a list of web links
for participants to use as they start, grow and manage their small business.

Activity and Discussion Handouts.
Sometimes during a lesson, an activity or discussion will also use a handout to teach key concepts. In
these cases the Handout icon is placed below the Activity or Discussion icon.

Transition.
The Transition icon will let you know when the next concept is related to or follows up on the concept you’re presently discussing or covering with your participants.
Library Articles.
The online/CD-ROM version of the Hands on Banking program includes a vast library with relevant
articles, checklists, and worksheets for each topic and lesson.

Relevant library articles are recommended at the end of each lesson. These articles provide additional information
to use in teaching key concepts (look for the library icon as seen above). We encourage you to review the full library
selection online or on the CD-ROM. Feel free to enrich your sessions with additional articles from the library.
You can photocopy these articles and distribute them to participants to start a discussion, or you may want to give
them away as handouts for participants to read on their on time. These library articles expand the topic content.
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Pre-and Post-tests for Adults and Young Adults.
When you use the Adults’ and/or Young Adults’ courses with a group or in a classroom setting, we invite you to use
the Hands on Banking pre and post test we’ve developed. They can be accessed in the “Instructional Resources”
section of handsonbanking.org.
•

The Pre-test will help you to determine what topics to emphasis with your group.

•

The Post-test will help you assess participants progress.

We’d like to request that you report the anonymous results of these tests to our Hands on Banking team. Your input
will help us to continue to improve the program.

How to Access the Interactive Program.

The Hands on Banking program is available free of charge in both English and Spanish.
•

On the Web at www.handsonbanking.org and www.elfuturoentusmanos.org.

•

Available for free on CD-ROM—all four age groups are included.

•

You may order a CD at HOBCD@wellsfargo.com. There is no charge for small quantities of
the CD-ROM. Please email for information regarding high-volume requests. Allow two weeks
for delivery.

Once again, Thank You!

Thank you for sharing these valuable financial education programs with students and adults in our communities.
As an instructor, your training and guidance will provide others with the knowledge and skills they need for a
brighter financial future.
We welcome your comments and suggestions for future versions of the Hands on Banking curriculum and the
Instructor Guides. And, we would very much like to hear your success stories. Please contact us via email at
HOBinfo@wellsfargo.com.

The Hands on Banking program is sponsored and developed by Wells Fargo to serve our communities. The products
and services mentioned are those typically offered by financial institutions and do not represent the specific terms
and conditions of Wells Fargo’s products and services. The site contains no advertising and does not require or collect
any personal information.
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Topic 1 — Getting Started

Topic Overview.
This topic teaches participants how to get started with money management. From understanding how money works,
to creating a money toolkit, to uncovering tips for keeping track of their finances, participants understand how good
money management holds the key for lots of good times ahead.
This topic has seven lessons:
1.

You & $.

2.

So what do you want?.

3.

How Money Works.

4.

Your Money Toolkit.

5.

Learn “How-To…”.

6.

Keep Track.

7.

Stay Safe.

These lessons include a number of hands-on participant activities. Use these activities to help simulate real-world
scenarios and activities with your participants.
This instructor guide is based on and follows the structure of the online Hands on Banking® program. We invite you to
use and experience the online program as it is an excellent resource that will support your instructional efforts and
enhance your participants’ experience. It includes a variety of interactive lessons and many helpful resource library
articles to augment this guide. Visit www.handsonbanking.org to access the program. Should you require a CDROM to access the program you may request a free copy at HOBCD@wellsfargo.com.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • GETTING STARTED • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 1 of 90

Topic 1 — Getting Started

Instructor’s Guide — Young Adults.
Table of Contents.
Topic Overview

1.

Glossary

4.

Lesson 1: You and $

8.

Your Money IQ (Instructor Copy)
Lesson Summary
Lesson 2: So What Do You Want?

9.
10.
11.

Eric Needs a Plan (Instructor Copy)

12.

Choose Your Dreams (Instructor Copy)

14.

Lesson Summary

17.

Lesson 3: How Money Works

18.

Money Defined (Instructor Copy)

19.

Lesson Summary

21.

Lesson 4: Your Money Toolkit

22.

Take it to the Bank! (Instructor Copy)

23.

Savings and Checking Accounts (Instructor Copy)

25.

More Money Tools For You (Instructor Copy)

27.

Lesson Summary

30.

Lesson 5: Learn “How-To…”

31.

How to Open a Savings or Checking Account (Instructor Copy)

32.

How to Fill in a Deposit Slip (Instructor Copy)

34.

The Parts of a Check (Instructor Copy)

36.

How to Write a Check (Instructor Copy)

38.

How to Endorse a Check Activity (Instructor Copy)

40.

The Parts of a Debit Card Activity (Instructor Copy)

42.

How to Use an ATM (Instructor Copy)

44.

Practice your ATM Skills (Instructor Copy)

47.

Lesson Summary

49.
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Topic 1 — Getting Started

Instructor’s Guide—Young Adults.
Table of Contents.
Lesson 6: Keep Track

50.

Keys to Keeping Track (Instructor Copy)

51.

How to Use Your Transaction Register Activity (Instructor Copy)

53.

How to Read Your Statement Activity (Instructor Copy)

55.

How to Reconcile Your Account Activity (Instructor Copy)

57.

Avoid Overdrafts! (Instructor Copy)

59.

Overdrafts Quiz (Instructor Copy)

60.

Mackenzie at the Mall (Instructor Copy)

61.

Lesson Summary

63.

Lesson 7: Stay Safe

64.

Security at Home and Online (Instructor Copy)

65.

Scenario Activity—An Urgent Email (Instructor Copy)

66.

Lesson Summary

69.

Topic Summary

70.

Test Yourself (Instructor Copy)

71.

Appendix

73.
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Topic 1 — Getting Started

Glossary.
Instructor note:

The Glossary contains definitions and descriptions of valuable terms and phrases related to this topic. Encourage your participants to use the Glossary during and after the class to become more familiar and comfortable with the terminology.
Photocopy the glossary on the next page and hand it out to your participants.
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Topic 1 — Getting Started

Glossary.
Account.

A banking service allowing a customer’s money to be handled and tracked. Common
bank accounts are savings and checking accounts.

Appreciation.

The amount of value an item such as a car, home or stock, gains over time from the original purchase price.

Asset.

Anything of value owned by a person or company. For example, a person’s assets might
include cash, a house, a car, and stocks. A business’s assets might include cash, equipment, and inventory.

Automated Teller
Machine (ATM).

A specialized computer used by bank customers to manage their money, for example, to
get cash, make deposits, or transfer money between accounts.

Available balance.

The amount of money in your account that you can use or withdraw. Your available balance may not reflect all transactions that you have made, for example checks you have
written that have not yet been paid from your account.

Bad or bounced check.

(see Non-sufficient funds).

Bank.

A financial institution that handles money, including keeping it for saving or commercial
purposes, and exchanging, investing, and supplying it for loans.

Check.

A written order instructing the bank to pay a specific amount of money to a specific person or entity. The check must contain a date, payee (person, company, or organization to
be paid), amount, and an authorized signature.

Checking account.

A bank account that allows a customer to deposit and withdraw money and write
checks. Using a checking account can be safer and more convenient than handling cash.

Clear.

When the bank pays a check you have written and then subtracts the amount from your
account, your check has “cleared” the bank.

Credit Union.

A non-profit financial institution that is owned and operated entirely by its members.
Credit unions provide financial services for their members, including savings and lending. Large organizations may organize credit unions for their members, and some companies establish credit unions for their employees. To join a credit union, a person must
ordinarily belong to a participating organization, such as a college alumni association or
labor union. When a person deposits money in a credit union, he or she becomes a member of the union because the deposit is considered partial ownership in the credit union.

Debit card.

A card linked to a checking account that can be used to withdraw money and make
deposits at an ATM and to make purchases at merchants. When you use a debit card, the
money will be deducted from the linked checking account.

Depreciation.

A loss of value in real property brought about by age, physical deterioration, functional
or economic obsolescence.

Endorse.

To sign the back of a check, authorizing the check to be exchanged for cash or credit.
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Topic 1 — Getting Started

Glossary.
Federal Deposit
Insurance Corporation
(FDIC).

An independent agency of the United States government that protects customers from
the loss of their deposits if an FDIC insured financial institution fails. The basic insurance
amount is specified per depositor per insured financial institution. Certain retirement
accounts, such as Individual Retirement Accounts, are insured up to specified amount
per depositor per insured financial institution. Customers can increase the amount of
money insured at any one financial institution by owning deposit accounts in different
ownership categories (e.g., Individual Accounts, Retirement Accounts, Joint Accounts,
Revocable Trust Accounts). Please visit www.fdic.gov for the most current deposit insurance amounts.

Financial institution.

Companies such as banks, credit unions, and savings institutions that provide a wide
range of money management products and services to consumers. Financial institutions
collect funds from the public and place them in financial assets, such as deposits, loans,
and bonds.

Inflation.

An increase in the general price level of goods and services; a decrease in the purchasing
power of the dollar.

Interest.

The amount of money paid by a borrower to a lender in exchange for the use of the
lender’s money for a certain period of time. For example, you earn interest from a bank if
you have a savings account and you pay interest to a lender if you have a loan.

Liabilities.

The amount of money an individual or business owes to someone else: a debt.

Line of credit.

An arrangement by which a lender extends a specific amount of credit to a borrower
for a certain time period. As long as the borrower repays the principal with interest, he
or she can continue to borrow against the line of credit during the agreed upon time
period. A line of credit can be unsecured or secured. Also called a credit line.

Money order.

A document issued by a post office, bank, or convenience store ordering payment of a
specific sum of money to an individual or business. There is generally a small charge for
purchasing a money order.

Non-sufficient funds
(NSF).

The lack of enough money in an account to pay a particular check or payment. Also
known as insufficient funds. A check with insufficient funds may be returned unpaid to
the person cashing it. This has a negative impact on the check writer’s history of handling
his or her account, and may prevent opening of future accounts. See also Overdraft.

Overdraft.

When there is not enough money in an account to cover a transaction and the bank pays
it on your behalf, creating a negative balance in the account that you need to repay.

Overdraft Protection.

Offered by many banks, overdraft protection is a service that automatically transfers
money from a linked account that you select, such as a savings or credit account, when
you don’t have enough money in your checking account to pay your transactions.

Payee.

The person, company, or organization to whom a check is written: a person or company
who is to receive money.
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Topic 1 — Getting Started

Glossary.
Phishing.

Is usually a two-part scam involving email and spoof websites. Fraudsters, also known as
phishers, send email to a wide audience that appears to come from a reputable company
requesting personal information accounts numbers. This is known as a phish email.

Reconcile.

The process used to determine if the balance in your account register matches the balance
reported by the bank on your account statement. Also called balancing your account.

Returned item.

This is also known as “non-sufficient funds” or a “bounced check.” If you spend more
money than you have in your checking account, the bank may return the transaction
unpaid and charge a fee.

Savings & Loan.

A financial institution that accepts deposits from individuals, makes home mortgage
loans, and pays dividends.

Statement.

A monthly accounting document sent to you by your bank that lists your account balance at the beginning and end of the month, and all of the checks you wrote that your
bank has processed during the month. Your statement also lists other deposits, deductions, and fees, such as service charges.

Transaction register.

A register that allows you to keep accurate records of your deposits and withdrawals. Use
your check and/or savings register to record every deposit and withdrawal you make.
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Topic 1 — Getting Started

Lesson 1: You and $.
In this lesson, participants evaluate what they already know about money.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Identify key words or phrases associated with money management.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

What does money mean to you?

•

When you think of money what comes to mind? Shopping? Saving? Investing? Wealth?

•

What things can money help you achieve?

The Basics.
•

Money’s great for buying things and having fun but it also can mean independence.

•

If you manage it right, it can help you live on your own and have the life you want.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • GETTING STARTED • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 8 of 90

Topic 1 — Getting Started
Your Money IQ (Instructor Copy).
Instructor note:

Write all the credit terms on a chalkboard/whiteboard or large piece of paper. Divide your class into
groups. Tell your participants that you will read a partial definition of each term. Each group’s spokesperson will have fifteen seconds to state the correct term once you stop reading the definition. Each correct
answer earns one point. If a group cannot answer, another group can steal. Then, go through each term
and mention the key points from the chart below.
Feel free to add other definitions and terms to this list.

Instructions:

Have participant state the correct term for the definition that’s read.
Know a lot about money already? Show off your money smarts.

Depreciate.

Go down in value.

Direct deposit.

Your employer pays you electronically.
The money goes directly into your account.

Endorse.

To sign the back of a check you deposit.

Reconcile.

Detractor.

Bank statement.

Detractor.

Payee.

Detractor.
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Topic 1 — Getting Started

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the You and $ lesson:
•

Money’s great for buying things and having fun but it also can mean independence.

•

If you manage it right, it can help you live on your own and have the life you want.
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Topic 1 — Getting Started

Lesson 2: So What Do You Want?
In this lesson, participants learn how defining their goals and dreams is a great first step toward creating the life they want.

Learning Objective.s

After completing this lesson, participants will be able to:
•

Explain why writing down their goals and dreams will help achieve them.

•

Create a list of long-term and short-term goals.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Who has ever written down your goals? Did it help you realize them?

•

What are short-term, long-term, and mid-range goals?

•

What do you consider your biggest challenge or hurdle for achieving certain goals?

The Basics.
•

Writing your goals helps you see what’s really important to you and where to focus your time
and effort. It provides you a personal road map.

•

Continue to bring your goals and timeline into sharper focus over time.
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Topic 1 — Getting Started
Eric Needs a Plan (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Eric’s story and
choose the best decision for him. Instruct them to also write a few sentences about why they selected an
answer. Then, ask participants to share their answers and opinions as well as lead a discussion.

Instructions:

Have your participants read Eric’s situation and then choose the best decision for him. Then, in the
space provided, have them explain why they think this is the best choice.

Eric’s story:

Eric just graduated and wants to find the best way to get started toward a successful financial
future. He’s considering three options.
A. Don’t waste time dreaming about things I probably can’t have. Focus on getting a minimum wage job as quickly as possible.

B.

Ask my friends about their goals and plans. It’s a great way to get ideas and
stay motivated.

C.

Think about exactly what I want for myself by when. Write it down on paper.
Look back at my list often and update it.

Key points:
•

Writing your goals helps you see what’s really important to you and where to
focus your time and effort.

•

Writing your goals won’t guarantee results, but will help you identify your
priorities.

•

Writing your goals down on paper (as opposed to just thinking about them)
can help you focus on achieving exactly what you want.

Look back at your list and update it on a regular basis, especially at times when there are big
changes happening in your life.
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Topic 1 — Getting Started
Eric Needs a Plan.
Instructions:

Read Eric’s situation and then choose the best decision for him. Then, in the space provided, explain
why you think this is the best choice.

Eric’s story:

Eric just graduated and wants to find the best way to get started toward a successful financial
future. He’s considering three options.

A. Don’t waste time dreaming about things I probably can’t have. Focus on getting a minimum wage job as quickly as possible.

B.

Ask my friends about their goals and plans. It’s a great way to get ideas and
stay motivated.

C.

Think about exactly what I want for myself by when. Write it down on paper.
Look back at my list often and update it.

Look back at your list and update it on a regular basis, especially at times when there are big
changes happening in your life.
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Topic 1 — Getting Started
Choose Your Dreams (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page and distribute it to participants. Ask them to list
their top 10 long-term and short-term goals. Explain to them that long-term can range anywhere from
3 years on. Short-term goals usually mean within the next 3 to 12 months. Next to each goal ask them to
include a time frame for achieving that goal (e.g. by next month, in two years, long term, etc.). Then, ask
for volunteers to share their goals and begin creating a list on a whiteboard/chalkboard or large piece of
paper. Then, lead a discussion with the class by asking questions such as:
•

Was it difficult for you to come up with 10 goals?

•

How many of your goals do you think you can accomplish within the next five years?

•

Why is it a good idea to create a list like this?

Instructions:

Have participants list 10 of their short-term (from 3 to 12 months) and long-term (from 3 years on)
goals, then list a timeframe for accomplishing these goals.
Continue to bring your goals and timeline into sharper focus over time. There are no “right” or
“wrong” answers. It’s all up to you.
Goal examples:
•

Pay for college education.

•

Buy clothes.

•

Buy a car.

•

Own a home.

•

Take a vacation.

•

Land a good job.

•

My own apartment.

•

See the world.

•

Start to invest.

•

Start my own business.

Timeframe examples:
•

By next month.

•

By next summer.

•

By graduation.

•

Next 1–3 years.

•

Next 4–10 years.

•

Long term goals.
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Topic 1 — Getting Started
Choose Your Dreams.
Instructions:

List 10 of your short-term (from 3 to 12 months) and long-term (from 3 years on) goals . Then, list a
timeframe for accomplishing these goals.
Continue to bring your goals and timeline into sharper focus over time. There are no “right” or
“wrong” answers. It’s all up to you.
Goals.

Timeframe.

Example: Buy a motor scooter.

In six months.
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Topic 1 — Getting Started
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Personal Goal Setting Worksheet.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 1 — Getting Started

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the So What Do You Want? lesson:
•

Writing your goals helps you see what’s really important to you and where to focus your time
and effort.

•

Continue to bring your goals and timeline into sharper focus over time.

Additional Activities.
These activities are designed to extend the new concepts presented in the So What Do You Want? lesson. Use these
or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Continue to refine your list of goals over time. For short-term goals, place the end date on your
calendar and write down actionable steps you can take to achieve them.

•

Review your goals every three or six months. Refine your goals based on changes in your life,
such as a new job, starting college, etc. Keeping this personal roadmap current will help you
manage your time and your money.
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Topic 1 — Getting Started

Lesson 3: How Money Works.
In this lesson, participants take a short quiz all about money—where it comes from, how it works and how to be successful with it.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain some basic concepts related to money.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

How many of you think you know where money comes from and how it works?

•

Let’s test your knowledge with a Money Quiz.

The Basics.
•

Money is a way to store, measure, and exchange value.

•

If something has “value” it has worth, desirability, or usefulness.

•

In the U.S., money is printed by the Department of Treasury of the federal government.

•

As everyone buys, borrows, and invests, money passes through many hands, including individuals, businesses, and financial institutions, like banks.

•

Whenever one person or group spends money, another person or group gains money.

•

Money is constantly moving through our economy in a never-ending cycle.

•

If you deposit money at a financial institution, such as a bank, they’ll often reward you by adding a small amount of extra money called interest on a regular schedule.

•

Interest is money the bank pays you in exchange for the use of your money for a period of time.
You earn interest if you have a savings account; you pay interest to a lender if you have a loan.

•

A dollar in your hand today is worth more than a dollar you’ll receive in the future because you
can invest the dollar you have today and earn interest on it over time.

•

An increase in the general price of goods and services is called inflation.

•

Assets are anything of value owned by a person or company.

•

Liabilities are money an individual or business owes to someone else.

•

Appreciate means to increase in value or price over time.

•

Depreciate means to decrease in value or price over time.
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Topic 1 — Getting Started
Money defined (Instructor Copy).
Instructor note:

Divide the class into two groups. Explain that you will be conducting a Quiz Show. Each group will be
asked one question at a time with four possible answers. The group spokesperson must answer the question within 10 seconds. If one team cannot answer in time, the other team has the opportunity to answer.
The team with the most points at the end of the game wins! Be sure to emphasize the key points in italics
under each question and answer; or use them as an activity summary.
Bonus round: Write these six words on a whiteboard/chalkboard or large piece of paper: inflation,
assets, liability, appreciate, depreciate and appraisal. Instruct participants that you will begin reading a
definition. The first team to buzz in with the correct term (from whiteboard/chalkboard or large piece of
paper) scores a point. The definitions appear after the first five quiz questions.
1.

Money is a way to store, measure, and exchange…
a. value.
b. products.
c. coins.
d. fun.
If something has “value” it has worth, desirability, or usefulness.

2.

In the U.S., money is printed by the
of the federal government.
a. best copy machines money can buy.
b. Department of Commerce.
c. Department of the Treasury.
d. Internal Revenue Service.
As everyone buys, borrows, and invests, money passes through many hands, including individuals,
businesses, and financial institutions, like banks.

3.

Whenever one person or group spends money, another person or group
a. gets super jealous.
b. spends the exact same amount.
c. saves the exact same amount.
d. gains money.
Money is constantly moving through our economy in a never-ending cycle.

4.

If you deposit money at a financial institution, such as a bank, they’ll often reward you by adding a small amount of extra money called
on a regular schedule.
a. a bonus.
b. interest.
c. a premium.
d. “funny money”.
Interest is money the bank pays you in exchange for the use of your money for a period of time. You
earn interest if you have a savings account; you pay interest to a lender if you have a loan.
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Topic 1 — Getting Started
Money defined (Instructor Copy) (continued).
5.

A dollar in your hand today is worth more than a dollar you’ll receive in the future because
.
a. you can invest the dollar you have today and earn interest on it over time.
b. if you spend it today, you get to enjoy it right away.
c. money usually declines in value over time.
d. nobody can predict what tomorrow will bring.

Bonus Round: Read each definition…
a.
b.
c.
d.
e.

An increase in the general price of goods and services [inflation].
Anything of value owned by a person or company [assets].
Money an individual or business owes to someone else [liability].
To increase in value or price over time [appreciate].
To decrease in value or price over time [depreciate].

To build wealth, the value of what you own (assets) needs to be more than the amount you owe
to others (liabilities), so focus on buying assets likely to go up in value, or appreciate, over time.
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Topic 1 — Getting Started

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the How Money Works lesson:
•

Money is a way to store, measure, and exchange value.

•

If something has “value” it has worth, desirability, or usefulness.

•

In the U.S., money is printed by the Department of Treasury of the federal government.

•

As everyone buys, borrows, and invests, money passes through many hands, including individuals, businesses, and financial institutions, like banks.

•

Whenever one person or group spends money, another person or group gains money.

•

Money is constantly moving through our economy in a never-ending cycle.

•

If you deposit money at a financial institution, such as a bank, they’ll often reward you by adding a small amount of extra money called interest on a regular schedule.

•

Interest is money the bank pays you in exchange for the use of your money for a period of time.
You earn interest if you have a savings account; you pay interest to a lender if you have a loan.

•

A dollar in your hand today is worth more than a dollar you’ll receive in the future because you
can invest the dollar you have today and earn interest on it over time.

•

An increase in the general price of goods and services is called inflation.

•

Assets are anything of value owned by a person or company.

•

Liabilities are money an individual or business owes to someone else.

•

Appreciate means to increase in value or price over time.

•

Depreciate means to decrease in value or price over time.
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Topic 1 — Getting Started

Lesson 4: Your Money Toolkit.
This lesson provides a brief guide to the basic tools your participants need to manage their money, create a relationship with a financial institution, manage savings and checking accounts and use checks, ATMs and debit cards.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain the benefits of using a bank.

•

Explain how checking and savings accounts work.

•

Explain other money management tools, such as online banking.

Start the Discussion.

To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

How many of you have accounts at a financial institution, such as a bank? When did you open
your accounts? Describe your experience.

•

How does having checking or savings account help you manage your money?

•

How often do you check your account balances?

•

Does anyone use online banking? Describe your experiences with online banking…is it difficult
or does it make your life easier?

The Basics.
•

Money management is easy if you have the right tools for the job. The best place to get those
tools is a financial institution, like a bank.

•

Millions of Americans use banks, and chances are any successful person or business you can
think of has a relationship with a bank.

•

Banks offer safe and secure services that can help you save time and money—and build a
strong financial future.

•

Think “long term relationship,” and shop around for a financial institution that meets your needs.

•

Savings accounts allow you to deposit, withdraw, and earn interest on your money.

•

Use a savings account to put money aside for a future goal or emergency fund.

•

A checking account is a great tool for managing your money day-to-day

•

A checking account is a type of bank account that allows you to put money in—make a
deposit—or take money out—make a withdrawal.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • GETTING STARTED • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 22 of 90

Topic 1 — Getting Started
Take it to the Bank! (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to come in and talk about the benefits of using a bank.
Photocopy the activity handout on the following page. Divide the class into groups and distribute the
activity handout. Instruct participants to think about the benefits of using a bank. Then, have them list
examples of how banks offer those benefits in the right column of the table. When they’re finished, have
each group share their examples and write them on a whiteboard/chalkboard or large piece of paper.
Then, use the key points to continue the discussion.

Instructions:

For each bank benefit, have participants list examples in the space provided.
The benefits of using a bank.

Examples.

Safety.

• It’s risky to keep your money in cash. It could easily get lost, stolen,
or even destroyed in an unexpected event such as a house fire.
• By keeping your money in a financial institution, you’ll have
the peace of mind knowing your funds are always safe.

Convenience.

• By using a financial institution, you don’t have to carry large
amounts of cash, but you can conveniently get cash when you
want it at bank branches, ATMs, grocery stores, and many other
convenient locations—even when you travel away from home.

Makes it Easy.

• The people who work at the bank are there to help you.
• If you’re brand new to banking, they’ll be happy to explain
what accounts and services can help you with your money
management needs.

Saves Money.

• Many people who don’t have a bank account use check cashing stores instead. Most of these stores charge very high fees.
• You can usually save a lot by using a bank.

Security.

Knowledgeable Advice.

• Are you worried that a bank might mismanage your money, or
even go out of business?
• All U.S. banks have to follow federal and state laws and regulations. And at most banks, your funds are insured by the Federal
Deposit Insurance Corporation, or FDIC.
• That means that if anything ever happened to the bank, the
FDIC insures each person’s money to at least $250,000.
• By working with a bank, you can talk to and work with financial professionals.
• The knowledgeable advice of bankers can be valuable
resource to help you build a better financial future.

Ask financial institutions you’re considering banking with how they give back to your local
community. Their answers may influence your decision about which bank to choose.
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Topic 1 — Getting Started
Take it to the Bank!
Instructions:

For each bank benefit, list examples in the space provided.
The benefits of using a bank.

Examples.

Safety.

Convenience.

Makes it Easy.

Saves Money.

Security.

Knowledgeable Advice.

Ask financial institutions you’re considering banking with how they give back to your local
community. Their answers may influence your decision about which bank to choose.
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Topic 1 — Getting Started
Savings and Checking Accounts (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to come in and talk about the benefits of these types
of accounts.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•
Who here has a checking account? Savings account? What is the difference? Are there benefits of
having one or the other?
•

Does anyone have a savings account that earns interest? What is the rate? Do you keep an eye on
how much your money is growing over time?

Then, distribute the activity handout and lead a discussion based on the questions and key points below.

What is a savings
account?

A savings account is a safe place to put money aside for a future goal
or for unexpected expenses. There are several kinds of accounts that
can be used for saving, including regular savings, money market
accounts and Certificates of Deposit, or CDs. Ask for details where
you bank. Many banks offer Web sites that can assist you.

What is interest?

When you put your money in a savings account, the bank rewards
you by adding a small amount of extra money to the account, called
interest, on a regular schedule. As a result, your money grows! The
amount of interest you earn will depend on which account you
choose and the amount of money you keep in the account over time.

What is a checking
account?

A convenient tool for managing your money day-to-day. An account
that allows you to put checks or cash in (called making a deposit) or
take money out (called making a withdrawal). It allows you to get
cash when you need it and to pay for things in other ways than using
cash—like writing checks or using a debit card. Different financial
institutions offer a variety of checking accounts with different features, benefits, and fees. Shop around for the checking account that
best meets your needs.

What is a check?

A safe and convenient way to pay for things from a checking account.
Checks are paper forms that people use to transfer money from one
place to another. A check is a written order that instructs a bank to
pay a specific amount of money from a specific checking account to
a specific person or entity, for example, a store. You can order checks
when you need them, usually for a fee.

What is an Automated
Teller Machine (ATM)?

A specialized computer used by bank customers to manage their
money. Almost all ATMs allow you to withdraw money, and many
allow you to make deposits. At some ATMs, you can print a statement
(a record of your account activity or transactions); check your account
balances; transfer money between your accounts; and even purchase
stamps. You can usually access the most services at an ATM that’s
operated by your own bank.
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Topic 1 — Getting Started
Savings and Checking Accounts (Instructor Copy) (continued).

What is a debit card?

A debit card, also known as a check card, is another safe and convenient way to pay for things from a checking account. It can be used at
ATMs. Because a debit card has a Visa® or Mastercard® logo on its face,
you can use it wherever Visa® or Mastercard® debit cards are accepted.
Keep in mind that a debit card is not a credit card. When you use a
debit card, the money is deducted from your checking account. With a
credit card, you’re borrowing money to be repaid later.

How can checks and
debit cards help me?

If you have checks or a debit card, you don’t have to carry large
amounts of cash. Each time you write a check or make a purchase
with a debit card, you have a record of what you spent, and where.
That can help you pay closer attention to what you’re buying, how
much you’re spending, and avoid spending more than you planned.

Many savings accounts limit how often you can take your money out. So for paying your
monthly bills or making day-to-day purchases, checking accounts are a much better choice.
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Topic 1 — Getting Started
Savings and Checking Accounts.

What is a savings
account?

A savings account is a safe place to put money aside for a future goal
or for unexpected expenses. There are several kinds of accounts that
can be used for saving, including regular savings, money market
accounts and Certificates of Deposit, or CDs. Ask for details where
you bank. Many banks offer Web sites that can assist you.

What is interest?

When you put your money in a savings account, the bank rewards
you by adding a small amount of extra money to the account, called
interest, on a regular schedule. As a result, your money grows! The
amount of interest you earn will depend on which account you
choose and the amount of money you keep in the account over time.

What is a checking
account?

A convenient tool for managing your money day-to-day. An account
that allows you to put checks or cash in (called making a deposit) or take
money out (called making a withdrawal). It allows you to get cash when
you need it and to pay for things in other ways than using cash—like
writing checks or using a debit card. Different financial institutions offer
a variety of checking accounts with different features, benefits, and fees.
Shop around for the checking account that best meets your needs.

What is a check?

A safe and convenient way to pay for things from a checking account.
Checks are paper forms that people use to transfer money from one
place to another. A check is a written order that instructs a bank to
pay a specific amount of money from a specific checking account to
a specific person or entity, for example, a store. You can order checks
when you need them, usually for a fee.

What is an Automated
Teller Machine (ATM)?

A specialized computer used by bank customers to manage their money.
Almost all ATMs allow you to withdraw money, and many allow you to
make deposits. At some ATMs, you can print a statement (a record of your
account activity or transactions); check your account balances; transfer
money between your accounts; and even purchase stamps. You can usually access the most services at an ATM that’s operated by your own bank.

What is a debit card?

A debit card, also known as a check card, is another safe and convenient way to pay for things from a checking account. It can be used at
ATMs. Because a debit card has a Visa® or Mastercard® logo on its face,
you can use it wherever Visa® or Mastercard® debit cards are accepted.
Keep in mind that a debit card is not a credit card. When you use a
debit card, the money is deducted from your checking account. With a
credit card, you’re borrowing money to be repaid later.

How can checks and
debit cards help me?

If you have checks or a debit card, you don’t have to carry large
amounts of cash. Each time you write a check or make a purchase
with a debit card, you have a record of what you spent, and where.
That can help you pay closer attention to what you’re buying, how
much you’re spending, and avoid spending more than you planned.

Many savings accounts limit how often you can take your money out. So for paying your
monthly bills or making day-to-day purchases, checking accounts are a much better choice.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • GETTING STARTED • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 27 of 90

Topic 1 — Getting Started
More Money Tools For You (Instructor Copy).
Instructor Note:

Write these four terms on a whiteboard/chalkboard or large piece of paper—ATM, Online Banking, Mobile
Banking and Overdraft Protection. Divide your class into groups. Tell your participants that you will read
a partial definition of each term. Each group’s spokesperson will have fifteen seconds to state the correct
term once you stop reading the definition. Each correct answer earns one point. If a group cannot answer,
another group can steal. Then, go through each term and mention the key points from the chart below.
Definition to read:
This is a specialized used by bank customers to manage their money, for example, to get cash, make deposits, or transfer money between accounts.

ATM.

Key points:
An Automated Teller Machine, or ATM, is a specialized computer used by bank
customers to manage their money, for example, to get cash, make deposits, or
transfer money between accounts.
Definition to read:
This is a paperless way to handle banking activities with your personal computer,
using the Internet.

Online
Banking.

Mobile
banking.

Overdraft
protection.

Key points:
Online banking is a paperless way to handle banking activities with your
personal computer, using the Internet. Helpful features may include automatic
transfers between accounts (to help you set aside money in savings automatically) and bill pay.
Definition to read:
Available at some banks, this gives you the convenience of using a mobile
device to check on your accounts.
Key points:
Available at some banks, mobile banking gives you the convenience of using a
mobile device to check on your accounts, for example, sending a text message
from your cell phone to find out your current account transactions.
Definition to read:
Offered by many banks, overdraft protection is a service that automatically
transfers money from a linked account that you select, such as a savings or credit
account, when you don’t have enough money in your checking account to pay
your transactions.

Ask your bank for more information about these and other services they offer—how they
work, how they can help you, and any fees you may be charged.
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Topic 1 — Getting Started
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Account Management Tools.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 1 — Getting Started

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Your Money Toolkit lesson:
•

Money management is easy if you have the right tools for the job. The best place to get those
tools is a financial institution, like a bank.

•

Millions of Americans use banks, and chances are any successful person or business you can
think of has a relationship with a bank.

•

Banks offer safe and secure services that can help you save time and money—and build a
strong financial future.

•

Think “long term relationship,” and shop around for a financial institution that meets your needs.

•

Savings accounts allow you to deposit, withdraw, and earn interest on your money.

•

Use a savings account to put money aside for a future goal or emergency fund.

•

A checking account is a great tool for managing your money day-to-day.

•

A checking account is a type of bank account that allows you to put money in—make a
deposit—or take money out—make a withdrawal.

Additional Activities.
These activities are designed to extend the new concepts presented in the Your Money Toolkit Topic. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Visit some local financial institutions, such as banks and credit unions. Pick up pamphlets and
brochures and compare and contrast services, interest rates and fees.

•

Research online savings accounts. How do they differ from accounts offered by brick-andmortar banks or credit unions?

•

If you’re ready, visit your local bank or credit union and open a checking or savings account.
Share your experience with the class.
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Topic 1 — Getting Started

Lesson 5: Learn “How-To…”.
This lesson provides an easy-to-understand introduction to the skills participants need to manage their bank
accounts—from writing and depositing checks, to using an ATM, and more.
Guest speakers are a great way to help your participants learn this content. Consider inviting a banker or financial
professional to talk about any of the information presented in this lesson.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain how to open a checking or savings account.

•

Fill in a deposit slip.

•

Identify parts of a check.

•

Explain how to write a check.

•

Explain how to endorse a check.

•

Identify parts of a debit card.

•

Identify the basic steps in using an ATM.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Who here has a checking account? What do you use it for?

•

What sorts of things do you write checks for?

•

What are some reasons that someone might want to pay by check rather than using cash?

•

Have you ever inadvertently written a check or withdrawn money without having the money in
your account to cover it? What happened? What did you learn?

The Basics.
•

There is no “big secret” to using money management tools—all it takes is a little adding,
subtracting, and some focus on keeping good track of the money you’ve got.

•

Don’t spend more than you have. If you do, you’ll really pay for it, believe me.

•

When you make a deposit, you’ll be asked to fill in a deposit slip.

•

When you deposit a check, you’ll need to let the bank know that you have personally approved
the transaction by endorsing the check.

•

An ATM is a specialized computer used by bank customers to manage their money.

•

Use an ATM to deposit or withdraw money, print a statement, or check your account balances.
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Topic 1 — Getting Started
How to Open a Savings or Checking Account (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•

What types of ID do you need when opening a checking or savings account?

•

What are some things you should know before opening a checking or savings account?

•

What are some questions you might want to ask a bank before you go in and open an account?

•

Then, continue the discussion focusing on these key points.

Key points:
•

Before you go to the bank, see what you need to bring with you.

•

A parent or guardian must accompany a person under 18 (19 in Nebraska) and
usually must bring 2 forms of current identification for the person under 18.

•

Ask your bank which forms of ID they accept for persons under 18,
for example:
º

Birth certificate.

º

Immunization record.

º

Student ID.

º

Social Security card.

•

Ask your bank if they can accept a major credit or gas card as identification.

•

Have money to deposit. Be prepared by asking your bank in advance if there
will be a minimum deposit required.

•

Share with your participants that banks, credit unions, and other financial
institutions may have different requirements for opening accounts. Remind
them it is Important to check with the financial institution before they go so
they have all the required documents they need.
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Topic 1 — Getting Started
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Opening Accounts: What to Bring.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 1 — Getting Started
How to Fill in a Deposit Slip (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Lead a discussion about the parts of a deposit slip.
When you make a deposit by mail or at the bank (and at some ATMs) you’ll be asked to fill in a
deposit slip.

A. Account number: This number ensures that the money is deposited in the correct account. If
you do not have your account number with you, your bank can provide the information to you.
B. Your information: Your name is pre-printed or written in.
C. Date: You will write today’s date here.
D. Cash: If depositing cash, you would write the amount here.
E.

Checks: If depositing checks or money orders, you would list each one separately here and
continue on the back if more space were needed.

F.

Subtotal: You will add the cash and check amounts and write the total amount being deposited here.

G. Less Cash Received: If you are at the bank, you would use this space to write the amount of
cash you would like to get back from the checks you are depositing. The teller will ask you to
sign the deposit slip and provide identification to confirm that you are the account holder.
H. Total: You will subtract the amount, if any, on the line “Less Cash Received” from the Subtotal,
and write the total amount being deposited here.
I.

Signature: The teller will ask you to sign the deposit slip and provide identification to confirm
that you are the account holder, if you are withdrawing cash from your deposit.
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Topic 1 — Getting Started
How to Fill in a Deposit Slip.
When you make a deposit by mail or at the bank (and at some ATMs) you’ll be asked to fill in a
deposit slip.

A. Account number: This number ensures that the money is deposited in the correct account. If
you do not have your account number with you, your bank can provide the information to you.
B. Your information: Your name is pre-printed or written in.
C. Date: You will write today’s date here.
D. Cash: If depositing cash, you would write the amount here.
E.

Checks: If depositing checks or money orders, you would list each one separately here and
continue on the back if more space were needed.

F.

Subtotal: You will add the cash and check amounts and write the total amount being deposited here.

G. Less Cash Received: If you are at the bank, you would use this space to write the amount of
cash you would like to get back from the checks you are depositing. The teller will ask you to
sign the deposit slip and provide identification to confirm that you are the account holder.
H. Total: You will subtract the amount, if any, on the line “Less Cash Received” from the Subtotal,
and write the total amount being deposited here.
I.

Signature: The teller will ask you to sign the deposit slip and provide identification to confirm
that you are the account holder, if you are withdrawing cash from your deposit.
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Topic 1 — Getting Started
The Parts of a Check (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Lead a discussion about the parts of a check.

A. Your name and address go here. These are preprinted on the check for your convenience
and tell the person or company to whom you’re giving the check—known as the payee—that
you’re the one who wrote it.
B. This is where you write today’s date.
C. Here is where you write the name of the person or company who will be receiving the
money. If you’re making a withdrawal for yourself, you will write “Cash” here.
D. The amount of the check is written here.
E. The amount in words is written on this line. You start at the left edge of the line and when you’re
finished, you will draw a line through the remaining empty space as far as the word “Dollars.”
F. The name of the bank that holds your account appears here.
G. To remember what you bought, you can write a brief description here.
H. Your signature should be the last thing you complete. It gives the bank permission, or
authorization, to release the money to the payee.
I. This is the check number. This reference number will help you keep track of your payments
by check. Each time you write a check, you should record the check number, date, payee, and
amount in your check register. Then, calculate your new balance.
J. This is the 10-digit account number that is unique to your account. This tells the bank
which account the money comes from.
K. This is the bank routing number. It identifies the bank that issued the check. You need this
number to set up direct deposit at work. Direct deposit allows your employer to electronically
deposit your paycheck directly into your account without giving you a paper check.

Write in ink. Write clearly. Record every check in your register.
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Topic 1 — Getting Started
The Parts of a Check.

A. Your name and address go here. These are preprinted on the check for your convenience
and tell the person or company to whom you’re giving the check—known as the payee—that
you’re the one who wrote it.
B. This is where you write today’s date.
C. Here is where you write the name of the person or company who will be receiving the
money. If you’re making a withdrawal for yourself, you will write “Cash” here.
D. The amount of the check is written here.
E. The amount in words is written on this line. You start at the left edge of the line and when you’re
finished, you will draw a line through the remaining empty space as far as the word “Dollars.”
F. The name of the bank that holds your account appears here.
G. To remember what you bought, you can write a brief description here.
H. Your signature should be the last thing you complete. It gives the bank permission, or
authorization, to release the money to the payee.
I. This is the check number. This reference number will help you keep track of your payments
by check. Each time you write a check, you should record the check number, date, payee, and
amount in your check register. Then, calculate your new balance.
J. This is the 10-digit account number that is unique to your account. This tells the bank
which account the money comes from.
K. This is the bank routing number. It identifies the bank that issued the check. You need this
number to set up direct deposit at work. Direct deposit allows your employer to electronically
deposit your paycheck directly into your account without giving you a paper check.

Write in ink. Write clearly. Record every check in your register.
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Topic 1 — Getting Started
How to Write a Check (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to fill out the sample
check using the information provided.

Instructions:

Have participants fill out the sample check below using this information and filling in the checked spaces.
Payee:
Date:
Amount:
Memo:

Grocery Store.
April 10, 2009.
$46.73.
Groceries.

Next, participants see how to endorse a check.
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Topic 1 — Getting Started
How to Write a Check.
Instructions:

Fill out the sample check below using this information and completing all blank areas on the check.
Payee:
Date:
Amount:
Memo:

Grocery Store.
April 10, 2009.
$46.73.
Groceries.
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Topic 1 — Getting Started
How to Endorse a Check Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Lead a discussion about endorsing a check using
the key points below, and then instruct participants to endorse the check.

Instructions:

Have participants endorse the check using their name.
•

When you deposit a check, you need to let the bank know that you have
personally approved the transaction by endorsing the check.

•

On the back of the check near the top, you’ll write “For deposit only,” your signature, and the number of the account to which you want the check deposited.

Next, participants learn the parts of a debit card.
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Topic 1 — Getting Started
How to Endorse a Check Activity.
Instructions:

Endorse the check with your name and the account number #279914.
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Topic 1 — Getting Started
The Parts of a Debit Card (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Lead a discussion about the parts of the debit card.

A. Debit Card Number: This 16-digit number is unique to your card. It is different from your
checking account number.
B. Expiration Date: Your card can only be used until this date. A new card will be automatically
sent to your address prior to the expiration date.
C. Visa® or MasterCard® Logo: This symbol means that you can use this card wherever Visa® or
MasterCard® debit cards are accepted, for example, department stores, restaurants, and online.
D. Customer Service Number: Call this toll-free number when you have questions about your
account.
E.

Signature Bar: For your protection against fraud, be sure to sign here as soon as you receive
your card.

F.

Card Verification Value (CVV): This number is unique to your card. When you use your card to
make purchases over the phone or Internet, some merchants may require you to supply this
number to confirm that you have the card with you.

G. Network Logos: The logos that appear on your card indicate where it can be used:
•

You can access the money in your checking account at any ATM that carries
the same logos as your card.

•

You can make PIN-based purchases at merchants that display the same Pointof-Sale network logos that appear on your card, such as Interlink®. Some merchants also provide a cash back option when making a PIN-based purchase.

•

You can make signature-based purchases at merchants that accept Visa® or
MasterCard® debit cards, depending on the logo on your card.

H: Issue Date: This is the date your debit card was issued.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • GETTING STARTED • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 42 of 90

Topic 1 — Getting Started
The Parts of a Debit Card.

A. Debit Card Number: This 16-digit number is unique to your card. It is different from your
checking account number.
B. Expiration Date: Your card can only be used until this date. A new card will be automatically
sent to your address prior to the expiration date.
C. Visa® or MasterCard® Logo: This symbol means that you can use this card wherever Visa® or
MasterCard® debit cards are accepted, for example, department stores, restaurants, and online.
D. Customer Service Number: Call this toll-free number when you have questions about your
account.
E.

Signature Bar: For your protection against fraud, be sure to sign here as soon as you receive
your card.

F.

Card Verification Value (CVV): This number is unique to your card. When you use your card to
make purchases over the phone or Internet, some merchants may require you to supply this
number to confirm that you have the card with you.

G. Network Logos: The logos that appear on your card indicate where it can be used:
•

You can access the money in your checking account at any ATM that carries
the same logos as your card.

•

You can make PIN-based purchases at merchants that display the same Pointof-Sale network logos that appear on your card, such as Interlink®. Some merchants also provide a cash back option when making a PIN-based purchase.

•

You can make signature-based purchases at merchants that accept Visa® or
MasterCard® debit cards, depending on the logo on your card.

H: Issue Date: This is the date your debit card was issued.
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Topic 1 — Getting Started
How to Use an ATM (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Begin a discussion with your participants by asking
questions such as:
•
Who here has an ATM or debit card?
•

What are some tips you can share with the class about using a debit card?

•

Other than withdrawing money, do you use an ATM for anything else?

•

What are some benefits of using an ATM?

Then distribute the handout and lead a discussion based on these key points.

1. Request an ATM
card/debit card.

When you open a checking account, your bank will probably offer you the
opportunity to apply for an ATM card and/or a debit card. Both are safe,
convenient ways to get cash, make deposits, and transfer funds. A Visa® or
Mastercard® symbol on your debit card means you can use it to make purchases wherever those debit cards are accepted. You may be able to use
your ATM card to make purchases if the merchant is using one of the same
electronic ATM networks that’s listed on the back of your card.

2. Create a PIN.

To use your card at the ATM, you must enter a Personal Identification
Number (PIN), a secret combination of numbers or letters that you create. Your PIN is like a secret password. If someone else has it, they can
take money out of your account—so don’t share it with anyone! If you
do give it out, you may be held responsible for any money you lose. So
to keep your money safe, keep your PIN a secret!

3. Stay alert and
aware.

Because most ATMs give out cash and many accept deposits, it makes
sense to be alert and aware of your surroundings no matter where or
when you use an ATM.

4. Follow onscreen
directions.

Not all ATMs work exactly the same way, but they’re all designed to be easy
to use. Just follow the directions on the ATM screen that you’re using.

5. Be aware of fees.

Your ATM card or debit card will work in machines operated by your
own bank with little or no fee. It may also work in ATMs operated by
other financial institutions. This flexibility is great, but be careful about
fees you may be charged by both your bank and the ATM owner.

6. Know your
available balance.

Be sure you have enough money to cover your withdrawals and checks.
Whenever you make a withdrawal with your ATM or debit card, the money
will be withdrawn from your checking account. When you write a check it
may take several days for the funds to be withdrawn from your account or
it may be processed immediately. Also remember that when you deposit a
check, it may take several days before the funds become available to you.

7. Record your
transactions.

Make a habit of writing your ATM transactions and the purchases you’ve
made with your ATM card or debit card in your register right away, so
that you don’t forget. On a monthly basis, compare the amounts on your
receipts to those on your bank statement to insure that they match.

If your ATM or debit card is ever lost or stolen, contact your bank immediately.
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Topic 1 — Getting Started
How to Use an ATM.

1. Request an ATM
card/debit card.

When you open a checking account, your bank will probably offer you the
opportunity to apply for an ATM card and/or a debit card. Both are safe,
convenient ways to get cash, make deposits, and transfer funds. A Visa® or
Mastercard® symbol on your debit card means you can use it to make purchases wherever those debit cards are accepted. You may be able to use
your ATM card to make purchases if the merchant is using one of the same
electronic ATM networks that’s listed on the back of your card.

2. Create a PIN.

To use your card at the ATM, you must enter a Personal Identification
Number (PIN), a secret combination of numbers or letters that you create. Your PIN is like a secret password. If someone else has it, they can
take money out of your account—so don’t share it with anyone! If you
do give it out, you may be held responsible for any money you lose. So
to keep your money safe, keep your PIN a secret!

3. Stay alert and
aware.

Because most ATMs give out cash and many accept deposits, it makes
sense to be alert and aware of your surroundings no matter where or
when you use an ATM.

4. Follow onscreen
directions.

Not all ATMs work exactly the same way, but they’re all designed to be easy
to use. Just follow the directions on the ATM screen that you’re using.

5. Be aware of fees.

Your ATM card or debit card will work in machines operated by your
own bank with little or no fee. It may also work in ATMs operated by
other financial institutions. This flexibility is great, but be careful about
fees you may be charged by both your bank and the ATM owner.

6. Know your
available balance.

Be sure you have enough money to cover your withdrawals and checks.
Whenever you make a withdrawal with your ATM or debit card, the money
will be withdrawn from your checking account. When you write a check it
may take several days for the funds to be withdrawn from your account or
it may be processed immediately. Also remember that when you deposit a
check, it may take several days before the funds become available to you.

7. Record your
transactions.

Make a habit of writing your ATM transactions and the purchases you’ve
made with your ATM card or debit card in your register right away, so
that you don’t forget. On a monthly basis, compare the amounts on your
receipts to those on your bank statement to insure that they match.

If your ATM or debit card is ever lost or stolen, contact your bank immediately.
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Topic 1 — Getting Started
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: ATM Security Tips.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 1 — Getting Started
Practice your ATM Skills (Instructor Copy).
Instructor note:

The online program at www.handsonbanking.org has a great ATM simulator. If you have access to a
computer and projector during class, share the simulator and walk through some examples.
If you don’t have internet access, share this visual and explain how a person would use an ATM.

Key points:
•

Typically you would insert your card and type in your 4-digit Personal Identification Number, or PIN.

•

Then, you’d select which function you want. For example you could get cash,
make a deposit, transfer funds or check your account balance. Follow the easy
prompts on the screen.

•

Next, select the account to withdraw from.

•

Then, select the amount you’d like to withdraw.

•

Decide whether or not you need to do anything else, and that’s it!

In the real world, remember to always take your cash, card, and a receipt when you’re done as
well as to record every transaction in your transaction register.
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Topic 1 — Getting Started
Practice your ATM Skills.
Instructions:

Follow along as your instructor walks you through using an ATM.

Key points / notes / questions:

In the real world, remember to always take your cash, card, and a receipt when you’re done as
well as to record every transaction in your transaction register.
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Topic 1 — Getting Started

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Learn “how-to…” lesson:
•

There is no “big secret” to using money management tools—all it takes is a little adding, subtracting, and some focus on keeping good track of the money you’ve got.

•

Don’t spend more than you have. If you do, you’ll really pay for it, believe me.

•

When you make a deposit, you’ll be asked to fill in a deposit slip.

•

When you deposit a check, you’ll need to let the bank know that you have personally approved
the transaction by endorsing the check.

•

An ATM is a specialized computer used by bank customers to manage their money.

•

Use an ATM to deposit or withdraw money, print a statement, or check your account balances.

Additional Activities.
These activities are designed to extend the new concepts presented in the Learn “How-To…” Topic. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

If you haven’t already, consider opening a checking or savings account. Shop around at different
banks and credit unions and talk to a professional about what is needed to open an account.
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Topic 1 — Getting Started

Lesson 6: Keep Track.
In this lesson participants learn how to keep good track of their money. They learn how to use a transaction register,
read their banking statements, and reconcile their accounts. They also learn how to avoid costly overdrafts.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain how to use a transaction register.

•

Read their banking statements.

•

Explain how to reconcile their accounts.

•

Explain how to avoid costly overdrafts.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Who here knows exactly how much money they have in their account(s) right now?

•

How often do you check your balances or keep track of your money? If you do it often, why? If
you don’t, why not?

•

What is an overdraft? How can you avoid them?

The Basics.
•

Now that you’re hopefully using a bank, it will be easier than ever to keep track of where every
hard-earned dollar is going.

•

So it’s up to you to keep track every time you put money in and take money out of your accounts.

•

It’s up you to keep track of all your transactions, whether or not the bank has processed them
yet. Otherwise, you could have an overdraft.

•

Banks may offer you several options to manage your money, including online banking, mobile
banking, and fraud alert.
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Topic 1 — Getting Started
Keys to Keeping Track (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into groups. Instruct them to
come up with a list of steps that can help them keep track and control the money they have. Then, write
each group’s list on a whiteboard/chalkboard or large piece of paper. Distribute the activity handout and
continue the discussion using the key points below.
If your goal is to control the money you have, here are the five steps to get you there.

Save your receipts.

Every time you make a transaction using an ATM card, debit card, or
check, save the receipt you receive and record the information in your
register.

Record transactions.

Use your transaction register to add deposits, subtract withdrawals,
and track your current balance. Remember: some transactions may not
have been processed by your bank yet!

Avoid over-spending.

Keeping track of your current balance will help you avoid spending
more than you have in your account. That’s called an overdraft.

Review statements.

Each month, the bank will send you a statement. It lists your balance at
the beginning and end of the statement month, as well as all transactions that the bank has processed during the statement month.

Compare with bank.

Every month, review your statement along with your register and your
receipts to make sure that your records and the bank’s records agree.
This is called reconciling, or balancing, your account.

If your bank offers online banking, you won’t have to wait for your statement to review your
account activity. Online banking gives you access to review your accounts any time.

Participants take a closer look at how to use a transaction register.
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Topic 1 — Getting Started
Keys to Keeping Track.
If your goal is to control the money you have, here are the five steps to get you there.

Save your receipts.

Every time you make a transaction using an ATM card, debit card, or
check, save the receipt you receive and record the information in your
register.

Record transactions.

Use your transaction register to add deposits, subtract withdrawals,
and track your current balance. Remember: some transactions may not
have been processed by your bank yet!

Avoid over-spending.

Keeping track of your current balance will help you avoid spending
more than you have in your account. That’s called an overdraft.

Review statements.

Each month, the bank will send you a statement. It lists your balance at
the beginning and end of the statement month, as well as all transactions that the bank has processed during the statement month.

Compare with bank.

Every month, review your statement along with your register and your
receipts to make sure that your records and the bank’s records agree.
This is called reconciling, or balancing, your account.

If your bank offers online banking, you won’t have to wait for your statement to review your
account activity. Online banking gives you access to review your accounts any time.
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Topic 1 — Getting Started
How to Use Your Transaction Register Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Then, lead a discussion about the parts of the
transaction register.
Here is a sample transaction register.

A. This column is used to calculate the current balance in the account by adding each deposit and
subtracting each withdrawal.
B. This is the number of the check.
C. This column is used to record the date the check was written or the transaction was made.
D. This is the name of the payee, that is the person or company who was paid.
E. Once a month, you’ll use this column to check off each transaction that appears on your monthly
account statement. This will help you to insure that your records and the bank’s records match.
F. This is the amount of the check or transaction.
G. Use this line to briefly describe the transaction. This can be a helpful reminder of what you
purchased or why you received funds.
H. This is the amount of your deposit.
Don’t forget to record all of your transactions, not just checks. Be sure to include:
•
Deposits.
•
Electronic funds transfers.
•
ATM withdrawals..
•
Interest payments.
•
Debit card purchases..
•
Bank fees.
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Topic 1 — Getting Started
How to Use Your Transaction Register Activity.
Here is a sample transaction register.

A. This column is used to calculate the current balance in the account by adding each deposit and
subtracting each withdrawal.
B. This is the number of the check.
C. This column is used to record the date the check was written or the transaction was made.
D. This is the name of the payee, that is the person or company who was paid.
E. Once a month, you’ll use this column to check off each transaction that appears on your monthly
account statement. This will help you to insure that your records and the bank’s records match.
F. This is the amount of the check or transaction.
G. Use this line to briefly describe the transaction. This can be a helpful reminder of what you
purchased or why you received funds.
H. This is the amount of your deposit.

Don’t forget to record all of your transactions, not just checks. Be sure to include:
•
Deposits.
•
Electronic funds transfers.
•
ATM withdrawals..
•
Interest payments.
•
Debit card purchases..
•
Bank fees.
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Topic 1 — Getting Started
How to Read Your Statement Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Lead a discussion about bank statements.

A.
B.
C.
D.
E.
F.
G.
H.
I.

This is the name and address of the financial institution.
This is the period of time covered by this statement.
This number identifies the account covered by this statement.
This is the account balance according to the bank on the closing date of this statement.
This section lists the deposits made during the statement period.
This column describes how each deposit was made.
This column lists the amount of each deposit and the total of all deposits.
This section lists any checks that were processed by the bank during the statement period,
including each check number, date, and amount.
This section lists other withdrawals, such as debit card purchases and other electronic payments.
Many banks offer online statements. This is convenient, cuts paper waste, and helps the environment. Ask your bank.
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Topic 1 — Getting Started
How to Read Your Statement Activity.

A.
B.
C.
D.
E.
F.
G.
H.
I.

This is the name and address of the financial institution.
This is the period of time covered by this statement.
This number identifies the account covered by this statement.
This is the account balance according to the bank on the closing date of this statement.
This section lists the deposits made during the statement period.
This column describes how each deposit was made.
This column lists the amount of each deposit and the total of all deposits.
This section lists any checks that were processed by the bank during the statement period,
including each check number, date, and amount.
This section lists other withdrawals, such as debit card purchases and other electronic payments.

Many banks offer online statements. This is convenient, cuts paper waste, and helps the environment. Ask your bank.
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Topic 1 — Getting Started
How to Reconcile Your Account Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Lead a discussion about bank statements using
the step-by-step process and diagram listed below.

Instructions:

On the back of the statement, participants will find a worksheet similar to the sample shown here.
Have them follow these step-by-step instructions to reconcile their account.

1.

First, you enter the balance that’s shown on your statement for the last day of the statement
period.

2.

Second, you list all of the deposits that are in your check register but that do not appear on the
bank statement.

3.

Third, you list all of the withdrawals—checks, ATM, debit card, and other withdrawals—that do
not appear on the bank statement.

4.

After you’ve followed the instructions on the worksheet for adding and subtracting, the final
amount on the worksheet should be the same as the current balance shown in your check register.

If your check register and worksheet don’t balance, or if you have other questions about your statement, most banks have a toll-free telephone number for customer service to help you.

Remember: Your statement may not include all your transactions during the month. Some
transactions may have been processed, or cleared, after the statement period closed. Missing
transactions should appear on your next statement.
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Topic 1 — Getting Started
How to Reconcile Your Account Activity.
Instructions:

On the back of your statement you’ll find a worksheet similar to the sample shown here. Follow
these step-by-step instructions to reconcile your account.

1.

First, you enter the balance that’s shown on your statement for the last day of the statement
period.

2.

Second, you list all of the deposits that are in your check register but that do not appear on the
bank statement.

3.

Third, you list all of the withdrawals—checks, ATM, debit card, and other withdrawals—that do
not appear on the bank statement.

4.

After you’ve followed the instructions on the worksheet for adding and subtracting, the final
amount on the worksheet should be the same as the current balance shown in your check register.

If your check register and worksheet don’t balance, or if you have other questions about your statement, most banks have a toll-free telephone number for customer service to help you.

Remember: Your statement may not include all your transactions during the month. Some
transactions may have been processed, or cleared, after the statement period closed. Missing
transactions should appear on your next statement.
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Topic 1 — Getting Started
Avoid Overdrafts! (Instructor Copy).
This lesson presents the dangers of account overdrafts.

Instructor note:

Begin a discussion with your participants by asking questions such as:
•

What is an overdraft? What happens if you have an overdraft?

•

List some examples of situations where you could have an overdraft?

•

What do banks charge if you have an overdraft?

Then, continue the discussion by using these key points. You can reinforce these after you complete the
quiz activity on the next page.

Key points:
•

It’s up you to keep track of all your transactions, whether or not they have
been processed. Otherwise, you could have an overdraft.

•

An “overdraft” means spending more money than you have in your account.
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Topic 1 — Getting Started
Overdrafts Quiz (Instructor Copy).
Instructor note:

Divide the class into two groups. Ask each group one question at a time. The group spokesperson must
answer the question within 10 seconds. If one team cannot answer in time, the other team can steal.
Each correct answer is worth one point. Be sure to reinforce the key points in italics below each question
and answer.
1.

What does “available balance” mean?
a. The balance listed on my most recent bank statement.
b. The average amount of money I’ve had in my account for the past month.
c. The amount of money that the bank will make available to me for withdrawal or use
to authorize my next purchase or payment.
d. How much money I’d love to spend if I could.

2.

What is the best way to avoid spending more money than I have in my account?
a. Keep an accurate and current record of all my transactions.
b. Ask a trusted friend for advice on how much to spend.
c. Look at my last bank statement to get my balance.
d. Make only small purchases.

3.

What is one of the possible outcomes of making a purchase with my debit card that totals more
than I have in my checking account?
a. I’ll get a phone call from the bank asking me what to do.
b. Nothing.
c. The price of the item I purchased will double.
d. The bank may decline the transaction.

4.

What is an overdraft?
a. A measurement unit used in aviation.
b. When I do not have enough money in my account to pay a transaction and the bank
pays it on my behalf.
c. The difference between this month’s and last month’s balance.
d. An electronic alert for my checking account.

5.

What is a benefit of overdraft protection?
a. It allows me to phone a friend to cover my purchases when I do not have enough money.
b. It closes my account when I go below a certain balance.
c. It will automatically transfer money from a linked account selected by me when I do
not have enough money in my checking account to cover a transaction.
d. There isn’t a service called “overdraft protection”—it’s a trick question.
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Topic 1 — Getting Started
Mackenzie at the mall (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Mackenzie’s
story and choose the best decision for her. Instruct them to also write a few sentences about why they
selected an answer. Then, ask participants to share their answers and opinions and lead a discussion.

Instructions:

Have your participants read Mackenzie’s situation and then choose the best decision for her. Then,
in the space provided, have them explain why they think this is the best choice.

Mackenzie’s story:

Mackenzie came to buy shoes, but sees a big sale on TVs that ends today. She has her checkbook,
but she’s not sure what her balance is.
A. I’ll just pay with a check. By the time the store gets the check to my bank, I’m sure my paycheck
will be there to cover it.
B.

I’ll use mobile banking to check my available balance and then choose a TV that costs less than that.

C. I’m going to shop around some more.

Key points:
•

Mackenzie’s best choice is to shop around some more.

•

She won’t risk an overdraft, has time to think about what she really wants as
well as how much she wants to spend, and can shop for the best deal.

•

An overdraft could cost her some serious cash. She should focus on getting
what she really wants at the best price.

•

Advise your participants to see Spending Smart for much more information
about making the most of the money they have.
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Topic 1 — Getting Started
Mackenzie at the mall.
Instructions:

Read Mackenzie’s situation and then choose the best decision for her. Then, in the space provided,
explain why you think this is the best choice.

Mackenzie’s story:

Mackenzie came to buy shoes, but sees a big sale on TVs that ends today. She has her checkbook,
but she’s not sure what her balance is.
A. I’ll just pay with a check. By the time the store gets the check to my bank, I’m sure my paycheck
will be there to cover it.

B.

I’ll use mobile banking to check my available balance and then choose a TV that costs less than that.

C.

I’m going to shop around some more.
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Topic 1 — Getting Started

Lesson Summary
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Keep Track lesson:
•

Now that you’re hopefully using a bank, it will be easier than ever to keep track of where every
hard-earned dollar is going.

•

So it’s up to you to keep track every time you put money in and take money out of your accounts.

•

It’s up you to keep track of all your transactions, whether or not they have been processed yet.
Otherwise, you could have an overdraft.

•

Banks may offer you several options to manage your money, including online banking, mobile
banking and fraud alert.

Additional Activities.

These activities are designed to extend the new concepts presented in the Keep Track Topic. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Commit to keeping track of your finances for one month. This means checking your balances every
day, recording every transaction you make, etc. Not only will this help you keep track, but you’ll have
a better idea of where your money is going. You may also find places where you can save.
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Topic 1 — Getting Started

Lesson 7: Stay Safe.
In this lesson, participants learn valuable tips for protecting themselves from fraud and identity theft.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain identity theft.

•

Explain tips for keeping money safe online and at home.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Have you or someone you know been a victim of a scam or ID theft?

•

What might be some online scams you should watch out for?

•

What steps can you take to protect yourself from identity theft?

The Basics.
•

It’s up to you to take care of your own money and watch out for fraud.

•

There are just too many ways that dishonest people or businesses may try to take your hardearned money away. For example, hackers, scammers, identity thieves.

•

It’s important to protect yourself whether you’re on the phone, on the Web, at a store or wherever.

•

Identity theft is a criminal activity involving stealing personal information from others and forging their signatures in order to apply for credit in their names.
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Topic 1 — Getting Started
Security at Home and Online (Instructor Copy).
Instructor note:

Divide the class into two groups. Read each group a statement. The group’s spokesperson has 10 seconds
to determine whether the statement is a smart idea or not. For every correct answer, teams earn five
points. For every incorrect answer, teams lose five points.
When the list is complete, ask the group to provide other suggestions for securing their financial records/
documents.
Some of these tips are smart ideas and some aren’t.
Tips.

Good idea?

After a Web transaction, close down your browser ASAP.

YES.

Don’t send personal financial info via email.

YES.

Keep credit card offers you receive for one year.

NO.

Never click on email hyperlinks from sources you don’t know.

YES.

Regularly update your firewall, virus protection, and spyware.

YES.

Leave financial info, debit cards, and checks on your desk.

NO.

Shred old and unnecessary financial documents.

YES.

Turn off your computer when not using it, vs. “sleep” mode.

YES.

Use a different credit card for every online purchase.

NO.

Use only one low-limit credit card for all online purchases.

YES.

To maximize Web transaction safety, use a recent version of your Web browser. Web addresses
starting with “https” and Web pages with a padlock symbol in the lower right corner are safest.
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Topic 1 — Getting Started
Scenario Activity—An Urgent Email (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. Ask participants to choose the best possible option,
and then, for each option, instruct them to write a few sentences about why it was right or wrong for the
situation. After participants finish, lead a group discussion about their choices, using the consequences
and feedback provided below.

Instructions:

Read Jeena’s story. Based on her situation, choose the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Jeena’s situation.

Jeena’s Story:

Jeena receives an email that states her immediate attention is required due to a serious problem
with one of her credit card accounts. The message says if she doesn’t act quickly, her account may
be closed and her credit record damaged. The email asks her to contact the company immediately
about her account by clicking on a link to their Web site. What should Jeena do?
1.

Click on the Web link and respond to the questions.
Consequences: Jeena clicked the link and entered her information, but then called the real company and
found out the email was a “phishing” scam, which means she gave her financial information to fraudsters!
Feedback: You’re likely to become a victim of fraud if you provide information to someone who
requests it…without double checking that the company is legitimate. If you’re not sure whether
you’re actually communicating with a company that you know and trust, don’t respond. This could
be a “phishing” scam. Contact the company yourself before you respond to an email that says
“Immediate attention required” or “Please contact us immediately.”

2.

Don’t click the link. Call the credit card company directly at the number printed on your card.
Consequences: Jeena played it safe because she knew one of the ways criminals commit fraud is by
directing people to phony Web sites that look real. So unless she initiates the communication, she
won’t respond. Instead, she calls the company herself to make sure it’s the real phone number for a
real company.
Feedback: Correct. Not responding to the email is smart. If you provide that info, you’re likely to
become a victim of fraud. In this case, contact the legitimate company directly –using contact info
you know is genuine.

3.

Click on the link. Make sure the site looks legitimate. If so, provide the information requested.
Consequences: Jeena definitely made a mistake. The site looked legitimate, but after she entered her
information, she had a bad feeling about it. She called her credit card company and found out the Web
site was phony and that email was an example of “phishing.” Now it looks like her identity and some
money may have been stolen. It’s going to take her tons of time to resolve this mess!
Feedback: If you provide information to someone who requests it without double checking that the
company is legitimate, you’re likely to find you’re the victim of fraud. If you’re not sure whether you’re
actually communicating with a company that you know and trust, don’t respond. Jeena’s money
and identity could now be in the hands of fraudsters.

The key to avoiding fraud is to stay alert, aware, and cautious. Monitor your financial activity carefully on a regular basis. Use common sense. If something sounds too good to be true, it probably is.
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Topic 1 — Getting Started
Scenario Activity—An Urgent Email.
Instructions:

Read Jeena’s story. Based on her situation, choose the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Jeena’s situation.

Jeena’s Story

Jeena receives an email that states her immediate attention is required due to a serious problem
with one of her credit card accounts. The message says if she doesn’t act quickly, her account may
be closed and her credit record damaged. The email asks her to contact the company immediately
about her account by clicking on a link to their Web site
What should Jeena do?
1.

Click on the Web link and respond to the questions.
Should she choose this option? Why or why not?

2.

Don’t click the link. Call the credit card company directly at the number printed on your card.
Should she choose this option? Why or why not?

3.

Click on the link. Make sure the site looks legitimate. If so, provide the information requested.
Should she choose this option? Why or why not?

The key to avoiding fraud is to stay alert, aware, and cautious. Monitor your financial activity carefully on a regular basis. Use common sense. If something sounds too good to be true, it probably is.
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Topic 1 — Getting Started
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Protect Your Money and Identity.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 1 — Getting Started

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Stay Safe lesson:
•

It’s up to you to take care of your own money and watch out for fraud.

•

There are just too many ways that dishonest people or businesses may try to take your hardearned money away. For example, hackers, scammers, identity thieves.

•

It’s important to protect yourself whether you’re on the phone, on the Web, at a store, or wherever.

•

Identity theft is a criminal activity involving stealing personal information from others and forging their signatures in order to apply for credit in their names.

Additional Activities.
These activities are designed to extend the new concepts presented in the Stay Safe Topic. Use these or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Go online and research steps you can take to prevent identity theft.

•

When you are online, pay attention to spam and pop-up ads that ask you to share any personal
financial information, including your social security number.
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Topic 1 — Getting Started

Topic Summary.
Instructor note:

Summarize this topic by reviewing these key points with your participants.
Key points from the Getting Started Topic.
•

Write down your goals. What do you want to have and accomplish by when? After you have
your list, keep it updated.

•

Remember how money works: earning interest can make your savings grow over time, and
buying things that go up in value is a great way to build wealth.

•

Set up your own savings and checking accounts. Get the other tools you want, like checks and a
debit card. And consider overdraft protection.

•

Keep close track of your money, and be on the lookout for scams and fraud.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • GETTING STARTED • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 70 of 90

Topic 1 — Getting Started
Test Yourself (Instructor Copy).
Instructor note:

This short quiz can be used as a pre or post test with your participants to gauge their current knowledge
on spending. Photocopy the quiz on the next page. Distribute it to participants to test what they’ve
learned about Getting Started.
1.

One of the best ways to determine what’s really important to you and where you want to focus
your time and effort is to
.
a. talk about your new ideas to new friends.
b. publish your own blog.
c. ask a favorite teacher.
d. write down your goals and update your list over time.

2.

Which three terms mean: a decrease in the purchasing power of the dollar; to increase in value;
the opposite of a liability?
a. Inflation, interest, insurance.
b. Deflation, depreciation, debt.
c. Inflation, appreciation, asset.
d. Allowance, accrual, asset.

3.

A Certificate of Deposit (CD) is a type of
a. insurance.
b. savings account.
c. checking account.
d. monthly statement.

4.

Which three items are benefits of online banking?
a. Can check status of transactions any time; automatic transfers can help you save; cuts
down on paper waste.
b. Improves your computer skills; helps you spend more efficiently; allows you to customize
your checks.
c. Can check account balance any time; improves your credit rating; automatic transfers can
help you keep track.
d. Eliminates the need for overdraft protection; increases the interest you earn; actually irons
your shirts.

5.

The basic idea of reconciling your accounts each month is to compare two things. Which two?
a. account balance and checks.
b. worksheet and bills.
c. account statement and transaction register.
d. worksheet and receipts.

6.

One of the best ways to avoid fraud is to
.
a. never buy online.
b. change your identity and social security number frequently.
c. immediately destroy your receipts.
d. monitor your financial activity carefully on a regular basis.

.
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Topic 1 — Getting Started
Test Yourself.
Answer these questions to test your knowledge.
1.

One of the best ways to determine what’s really important to you and where you want to focus
your time and effort is to
.
a. talk about your new ideas to new friends.
b. publish your own blog.
c. ask a favorite teacher.
d. write down your goals and update your list over time.

2.

Which three terms mean: a decrease in the purchasing power of the dollar; to increase in value;
the opposite of a liability?
a. Inflation, interest, insurance.
b. Deflation, depreciation, debt.
c. Inflation, appreciation, asset.
d. Allowance, accrual, asset.

3.

A Certificate of Deposit (CD) is a type of
a. insurance.
b. savings account.
c. checking account.
d. monthly statement.

4.

Which three items are benefits of online banking?
a. Can check status of transactions any time; automatic transfers can help you save; cuts
down on paper waste.
b. Improves your computer skills; helps you spend more efficiently; allows you to customize
your checks.
c. Can check account balance any time; improves your credit rating; automatic transfers can
help you keep track.
d. Eliminates the need for overdraft protection; increases the interest you earn; actually irons
your shirts.

5.

The basic idea of reconciling your accounts each month is to compare two things. Which two?
a. account balance and checks.
b. worksheet and bills.
c. account statement and transaction register.
d. worksheet and receipts.

6.

One of the best ways to avoid fraud is to
.
a. never buy online.
b. change your identity and social security number frequently.
c. immediately destroy your receipts.
d. monitor your financial activity carefully on a regular basis.

.
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Topic 1 — Getting Started

Appendix.
Library Articles & Additional Topic Resources.
Use these library articles as a discussion resource or a takeaway for your participants. Remember, the online Hands on
Banking® program has dozens of additional library articles that you can use and distribute for this and other topics.
Visit www.handsonbanking.org to browse all the available articles.
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Personal Goal Setting.
Chances are, you’re working hard to “get ahead”…but where are you headed? What kinds of things would
you like to do, have, and accomplish over the next few months or years?
You probably have goals in various areas of your life, such as career, finance, education, or fitness. Some
of these may be short-term goals such as getting a promotion at work, buying new clothes, or going on a
vacation trip. Others may be long-term goals—whether it’s buying a home, starting a business, or paying
for college education.

Goals can guide you financially.

Setting financial goals can help guide your approach to saving, investing, and managing your money in
general. To determine your financial goals, Imagine your future:
•

Where do you want to live? In what kind of home? In what sort of neighborhood?

•

Will you have children (or more children)? How many?

•

What career will you have?

•

What will your lifestyle be like—both while you’re employed and in retirement?

•

In what manner would you like to provide a legacy for the next generation and give back
to your community?

Write down your goals.

To reach your goals, it can be very helpful to write them down on paper as opposed to just thinking about
them. Writing your goals can help you determine exactly what you want to accomplish, and by when. It’ll
help you see what’s really important to you and where to focus your time and effort. That’s why writing
down your goals is a great first step for moving your ideas from dreams to reality.
Use the worksheet below to describe your long-term, short-term, and immediate goals in different categories. Over time, as your personal circumstances change, your goals may change as well. Update your goals
on a regular basis and during times of major change.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Hands on Banking
Library Article: Personal Goal Setting

Personal Goal Setting Worksheet.

As you determine your goals, consider what action steps you’ll need to take; what obstacles you may face
and how you’ll address them; what resources you’ll need; and who can help you. Update your goals on a
regular basis and during times of major change.

Immediate
(next 6 months–1 year).

Short-Term
(next 1–5 years).

Long-Term
(next 6–10 years+).
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Leisure.

Personal
Development.

Community.

Health
& Fitness.

Goal
Date.

Education.

Start
Date.

Finance.

Goals.

Career.

Categories.

Account Management Tools.
Many financial institutions offer a variety of tools to help you manage your accounts and control your
finances. Here’s a description of tools that may be available to help you. Ask at your bank to learn more.

ATM.

An Automated Teller Machine, or ATM, is a specialized computer used by bank customers to safely and
conveniently manage their money. Almost all ATMs allow you to withdraw money, and many allow you
to make deposits. At some ATMs, you can print a statement; check your account balances, transfer money
between your accounts; and even purchase stamps. Your own bank’s ATMs may offer these services, but
at an ATM not owned by your bank you may be limited to withdrawing cash. There are millions of ATMs
worldwide and you can use many ATMs 24 hours a day, 7 days week. Some offer different language
options, such as Spanish. To operate an ATM, you insert a debit card or credit card and enter the Personal
Identification Number (PIN), a secret password that either your bank provided to you or that you created
for that card. Check with your bank to see if they charge any ATM fees to customers. Almost all banks do
charge a fee to non-customers who use their ATMs.

Online banking.

Online banking is a way to handle banking activities with your personal computer, using the Internet.
Online banking gives you access to review your accounts any time. That means you don’t have to wait for a
monthly statement to review your account activity. Many banks offer online statements, which are online
versions of your monthly paper statements. This is convenient, cuts paper waste, and helps the environment. If you bank online, your account activity is usually updated daily or even more frequently. You can
quickly find out whether transactions you have made have been processed by your bank or are still pending. Other helpful features may include one-time and automatic transfers between accounts (to help you
set aside money in savings automatically) and bill pay. Ask your bank for details.

Mobile text banking.

Text banking service enables you to connect to your bank accounts from a mobile phone through text
messaging (sometimes called Short Messaging Service, or SMS). It’s another way of accessing your account
balances and reviewing the most recent account activity the bank shows on your account so you can
compare it with your own records—without being tied to your desktop. You may also be able to transfer
money between your accounts. Typically you send your bank a text message using a shortcut command
and your bank replies with your requested information. You’ll generally receive the reply within a minute,
but the exact timing will depend on your mobile service provider. Some banks offer this service for free,
but your mobile carrier’s text messaging and Web access charges may apply. Contact your carrier to see
whether your phone and service plan support text messaging.

Alerts.

Some banks are able to send alerts to your email address, cell phone, or wireless device. This can help you
stay on top of your account activity. Examples might include an alert when your available balance is above
or below a preset limit that you choose; or, a withdrawal alert, telling you when a withdrawal has posted.
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Account management tools (continued).
Overdraft protection.

Your bank may allow you to link a savings or credit account to your checking account so that funds can be
automatically transferred from the linked account when you do not have enough money in your checking account to pay your transactions. When money is transferred from the linked account to your checking account, the bank may charge you a transfer fee. Remember that this service can prevent overdrafts
only if you have money or available credit in the linked account. There is usually a fee for this transfer, but
typically it’s much lower than an overdraft fee. Overdraft protection options vary by bank, so ask about
the type of accounts that can be linked, the fee for an overdraft protection transfer, and the interest rate
charged for transfers from a credit account.

Direct deposit.

Direct deposit of your paycheck is a safe, reliable, and convenient way to receive the money you earn. With
direct deposit, your money is automatically deposited in your account on pay day. You still receive a pay
stub from your employer showing exactly what you’ve earned and all deductions for taxes, benefits, etc.
However, you don’t have to worry about losing, misplacing, or depositing a paper check. Your paycheck or
any other recurring income can be directly deposited into your checking or savings account for free. This is
a less expensive option than bringing your paycheck to a check cashing store.

Direct deposit of your tax refund.

Having your tax refund directly deposited to your account is fast, safe and more convenient than waiting
for a paper check. It can also help you make saving money automatic. Simply follow the instructions on
IRS Form 1040 or Form 8888. You can have your refund split between several accounts (including an IRA
account) by designating the accounts and dollar amounts on Form 8888.
To directly deposit a federal tax refund you’ll need to supply your bank routing number (RTN) and your
account number. The requirements for state refunds vary, so review the instructions on your state’s tax form.

Telephone Banking.

This service allows you to get customer service and make banking transactions using the telephone.
Most telephone banking services use an automated phone answering system that allows you to enter
responses using your telephone keypad. Some also offer voice recognition capability. Except for depositing or withdrawing cash, many telephone banking systems offer features similar to an ATM or online
banking, such as: monitoring the most recent account activity the bank shows on your account so you can
compare it with your own records; transferring funds between accounts; and bill pay. For security, you are
typically asked to enter a password and answer security questions to help the bank confirm your identity.
In many cases, you have the option of transferring to a live customer service representative who is trained
to answer your questions and assist you with a variety of needs—from ordering checks and entering a
change of address, to explaining products/services and submitting a new account application. Some
banks may charge a fee to have a live customer service representative assist you if your need could have
been fulfilled through the automated phone answering service.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Opening Accounts: What to Bring.
No matter what bank you choose, you’ll find it’s easy to apply for savings and checking accounts. Keep in
mind that different banks have different requirements for opening accounts, including a minimum age
requirement for having accounts of your own. Plus there are a few things you’ll need to bring with you:
1. Two forms of current photo identification are usually required. Ask your bank what forms of
identification they accept.
2. Ask your bank if they can accept a major credit or gas card as identification.
3. Money to deposit. Be prepared by asking your bank in advance if there will be a minimum
deposit required.
A parent or guardian must accompany a person under 18 (19 in Nebraska) and usually must bring 2 forms
of current identification for the person under 18. Ask your bank which forms of ID they accept for persons
under 18, for example:
•

Birth certificate.

•

Immunization record.

•

Student ID.

•

Social Security card.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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ATM Security Tips.
Because most ATMs give out cash and many accept deposits, it makes sense to be alert and aware of your surroundings no matter where or when you use an ATM. Here are some personal safety tips when using an ATM:
•

When you’re by yourself, avoid using an ATM in out-of-the-way or deserted areas. Use ATMs located
inside banks or supermarkets where other people are around. Use ATMs in well-lit, public areas.

•

Be aware of your surroundings when withdrawing funds. If your notice anything out of the ordinary, come back later or use another ATM.

•

If it looks like someone has tampered with the ATM equipment, don’t use it. (This could mean that
a criminal has attached a “skimmer” to the ATM to steal your financial information.) If a suspicious
person offers to help you use the ATM, refuse and leave.

•

When typing in your pin, cover the keypad so others can’t see.

•

After completing your transaction, remember to remove your card, cash and any printed documents such as receipts or statements.

•

Put your money and ATM card away before you leave the ATM. Always avoid showing your cash. Always
verify that the amount you withdrew or deposited matches the amount printed on your receipt.

•

Take your receipts with you so potential criminals will not know how much you withdrew or how
much money is in your account.

•

When using a drive-up ATM, keep your car doors locked and your engine running.

Here are some additional tips for taking care of your ATM card, PIN, and receipts:
•

Report a lost or stolen ATM card immediately to the financial institution that issued you the card.

•

Don’t leave your card in your car’s glove compartment. A high percentage of card thefts are from
car glove compartments.

•

Don’t lend your cards—credit, debit, or ATM—to anyone. You are responsible for their use. Don’t
let your cards be used by others, even family and friends.

•

Choose a PIN that is easy for you to remember but difficult for others to guess. Don’t use any numbers or words that appear in your wallet (name, birth date, phone number, etc).

•

Never tell anyone your PIN. No one from a financial institution, the police, or a merchant should
ask for your PIN. You are the only person who needs to know it.

•

Never write down your personal identification number (PIN)—memorize it. Don’t write down your
account number and PIN and carry it with you. If your wallet or purse is stolen, someone else could
have access to your money.
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ATM Security Tips (continued).
•

When selecting a PIN, avoid picking a number that is easy for others to guess—for example, your
name, telephone number, date of birth, or any simple combination of these.

•

Always keep copies of your ATM receipts. Record your transactions in your transaction register.
Compare your receipts and register to your monthly account statement. Then shred or destroy
your ATM receipts before you throw them away.

•

Keep your cards away from magnets; these can erase the information stored on your card.

•

If you receive a replacement card, destroy your old card. Destroy cards for cancelled accounts.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Protect Your Money and Identity.
If criminals get your ATM, debit, or credit cards, or personal financial information such as account
numbers, passwords, or Social Security number, they can drain your bank accounts or make charges to
your credit cards. They may also commit a crime called identity theft by taking out loans and obtaining
credits cards and even driver’s licenses in your name.
There are 27 million victims of identity theft every year in the United States. Identity theft can seriously
damage your credit and financial reputation, and it may take years to restore your good credit and name.
Don’t let it happen to you! Here are tips to help you avoid financial fraud and safeguard your identity,
bank accounts, and money:

About fraud and identity theft.
•

Identity fraud is usually limited to an isolated attempt to steal money from an existing account,
such as a charge on a stolen credit card.

•

With identity theft, a thief uses your personal information, such as your Social Security number
or bank account number, to open accounts or initiate transactions your name. This may cause
financial loss or damaged credit.

•

If fraudulent transactions occur on your account, it does not automatically mean your identity
was stolen. It may be an isolated incident of theft that can be quickly resolved. Contact your
bank for more information.

Common ways ID theft happens.

According to the Federal Trade Commission (FTC), skilled identity thieves use a variety of methods to
steal your personal information, including:
1. Dumpster diving. They rummage through your trash looking for bills or other paper with your
personal information on it.
2. Skimming. They steal credit/debit card numbers by using a special storage device when processing your card.
3. Phishing. They pretend to be financial institutions or companies and send spam or pop-up
messages to get you to reveal your personal information.
4. Changing your address. They divert your billing statements to another location by completing
a “change of address’ form.
5. “Old-fashioned” stealing. They steal wallets and purses; mail, including bank and credit card
statements; pre-approved credit offers; and new checks or tax information. They steal personnel records from their employers, or bribe employees who have access.
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Protect your money and identity (continued).
If you become a victim of identity theft:
•

Contact your financial institution and credit card issuers immediately and alert them to the situation.

•

Contact one of the three major credit bureaus and discuss whether you need to place a fraud alert
on your file. This will help prevent thieves from opening a new account in your name.

•

Here is the contact information for each bureau’s fraud division:
º

Equifax 800-525-6285.

º

Experian 888-397-3742.

º

TransUnion 800-680-7289.

•

Close any accounts that have been tampered with or established fraudulently.

•

File a report with law enforcement officials to help you with creditors who may want proof of the crime.

•

Report all suspicious contacts to the Federal Trade Commission at www.consumer.gov/idtheft or
by calling 1-877-IDTHEFT (438-4338).

General fraud prevention tips.
•

Carry only necessary information with you. Leave your Social Security card or unused credits cards
at home in a safe and secure location.

•

Protect your Social Security number. Don’t write your Social Security number on a check. Give it
out only if absolutely necessary or ask to use another identifier.

•

Limit paper statements.

•

Shred account statements or documents containing personal or financial information before discarding.

•

Review your credit report at least once a year, looking for suspicious or unknown transactions.

•

Limit the credit offers you receive.

•

Remove your name from marketing lists.

•

Never click on links sent in unsolicited emails; instead, type in a Web address you know.

•

Keep your personal information in a secure place at home.

Card safety: ATM, debit and credit cards.
•

Report lost or stolen cards immediately to the company that issued you the card.

•

To help you respond quickly in case your cards or ID are lost or stolen, make a chart like this one.
Be sure to store the list in a safe place. Never carry it with you.
Credit card name.

Financial
institution.

Account number.

24-hour customer
service #.

Hands on Banking® • The Library • Version 5.1 • www.handsonbanking.org
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC
Page 82 of 90

Hands on Banking
Library Article: Protect Your Money and Identity
Card safety: ATM, debit and credit cards (continued).
•

Sign your card on the signature panel as soon as you receive it.

•

Protect your cards as if they were cash—never let them out of your possession or control.

•

Do not include your card number in an email.

•

Do not give out your card number over the phone unless you initiated the call.

•

Be sure that you get your card back after every purchase.

•

Don’t leave your credit cards in your car’s glove compartment. A high percentage of credit card
thefts are from car glove compartments.

•

Don’t lend your cards—credit, debit, or ATM—to anyone. You are responsible for their use. Don’t
let your credit cards be used by others, even family and friends.

•

Choose a PIN that is easy for you to remember but difficult for others to guess. Don’t use any
numbers or words that appear in your wallet (name, birth date, phone number, etc).

•

Never tell anyone your PIN. No one from a financial institution, the police, or a merchant should
ask for your PIN. You are the only person who needs to know it.

•

Don’t volunteer any personal information when you use your cards, other than by displaying
personal identification as requested by a merchant.

•

Never write down your personal identification number (PIN)—memorize it. Don’t write down your
account number and PIN and carry it with you. If your wallet or purse is stolen, someone else could
have access to your money.

•

When typing in your pin, cover the keypad so others can’t see.

•

When selecting a PIN, avoid picking a number that is easy for others to guess—for example, your
name, telephone number, date of birth, or any simple combination of these.

•

Always make sure that sales vouchers are for the correct purchase amount before you sign them.

•

Always keep copies of your sales vouchers, credit card, and Automated Teller Machine (ATM) receipts.

•

Always check your billing statement to make sure the purchase amounts are correct and to ensure
there are no suspicious charges. Contact your service provider immediately if you see a charge you
don’t recognize.

•

Always put disputes regarding your billing statements in writing immediately upon becoming
aware of the disputed item; otherwise, you may be held legally responsible for the entire amount
of the disputed item. Many credit card issuers have specific instructions for notifying them of a billing error dispute. Read your credit card agreement and billing statements carefully for information
regarding dispute notification requirements. You may also contact your credit card issuer to ask
about their dispute notification requirements.

•

Shred or destroy your ATM receipts before you throw them away.

•

Keep your cards away from magnets; these can erase the information stored on your card.

•

If you receive a replacement card, destroy your old card. Destroy cards for cancelled accounts.

•

Shop with merchants you know and trust. Make sure internet purchases are secured with encryption to protect your account information. Look for “secure transaction” symbols.
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Protect your money and identity (continued).
ATM security tips.
•

Think about your personal safety when using an ATM. Because most ATMs give out cash and many
accept deposits, it makes sense to be alert and aware of your surroundings no matter where or when
you use an ATM. When you’re by yourself, avoid using an ATM in out-of-the-way or deserted areas.
Use ATMs located inside banks or supermarkets where other people are around. Use ATMs in well-lit,
public areas.

•

Be aware of your surroundings when withdrawing funds. If your notice anything out of the ordinary, come back later or use another ATM.

•

If it looks like someone has tampered with the ATM equipment, don’t use it. (This could mean that a
criminal has attached a “skimmer” to the ATM to steal your financial information.) If a suspicious person
offers to help you use the ATM, refuse and leave.

•

When typing in your pin, cover the keypad so others can’t see.

•

After completing your transaction, remember to remove your card, cash and any printed documents such as receipts or statements.

•

Put your money and ATM card away before you leave the ATM. Always avoid showing your cash.
Always verify that the amount you withdrew or deposited matches the amount printed on your
receipt.

•

Take your receipts with you so potential criminals will not know how much you withdrew or how
much money is in your account.

•

When using a drive-up ATM, keep your car doors locked and your engine running.

Mail precautions.
•

If you stop receiving mail, call the post office immediately.

•

Notify the post office immediately if you change your address.

•

Get a mailbox that you must unlock with a key to remove your mail.

•

Remove your incoming mail promptly.

•

Don’t leave your mail for long periods of time in visible, unguarded areas (e.g., apartment lobbies).

•

If you’re out of town, put a hold on your mail delivery or have a person you trust pick it up.

•

Consider enrolling in an electronic payment service to reduce the risk of theft of your outgoing checks.

•

Reduce your risk of mail fraud by replacing paper invoices, statements and checks with electronic
versions, if offered by your employer, bank, utility provider or merchant.

•

Review your statements both in paper and online to detect suspicious activity and fraud.

•

Don’t put outgoing mail in your residential mailbox. It could be stolen. Put outgoing mail in a
secure USPS mail box or hand it directly to a uniformed USPS mail carrier.

•

If you use the red flags found on some mailboxes to alert your mail carrier of outgoing mail, you
are also alerting potential thieves that outgoing mail is in the box.
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Mail precautions (continued).
•

Know your billing and statement cycles. If a company’s regular bills or statements stop reaching
you, contact that company immediately.

•

Use an electronic bill pay service to help keep your information safe.

•

If you stop receiving mail, call the post office immediately. Some criminals are able to forge your
signature and have your mail forwarded elsewhere for the purpose of obtaining information that
will allow them to apply for credit in your name.

•

If you’re told of a forwarding order placed on your mail without your knowledge, go to the post
office to check the signature and cancel the order. Ask the post office to track down the forwarded
mail—it can remain in the postal system for up to 14 days, so it may not yet have landed in the
criminal’s hands.

Bank account security tips.
•

Report lost or stolen checks immediately

•

Review account statements carefully. Ask about suspicious charges.

•

Enroll in online account statements if they’re offered through your bank. Review them periodically
for faster fraud detection.

•

Limit the amount of information on checks. Don’t print your driver’s license number or Social Security Number on your checks.

•

Store new and cancelled checks in a safe and secure location. Shred cancelled checks when you no
longer need them.

Mobile banking security tips.
•

Frequently delete text messages with account balance information, and especially before loaning
out, discarding, or selling your mobile device.

•

Never disclose via text message any personal information (account numbers, passwords, etc.).

•

Use the keypad lock or phone lock function on your mobile device when it is not in use. These
functions password protect your device so that nobody else can use it or view your information.

•

Store your device in a secure location.

•

Let your bank know as soon as possible if you lose your mobile device or change your phone number.

Telephone safety.
•

Don’t give your account number over the phone unless you initiated the call.

•

When you purchase by phone, for maximum security, use a corded, rather than cordless phone.

•

If you’re contacted by a telephone salesperson (or “telemarketer”), ask questions. The fewer questions a telemarketer can answer, the less likely that it’s a legitimate business. Write down the name,
address, and phone number of the businesses or organizations that contact you. Ask for the names
of other customers who can tell you about their experience with the business or organization.
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Protect your money and identity (continued).
Online safety.
•

Keep your computer operating system up to date to ensure the highest level of protection.

•

Use an up to date web browser.

•

Install a personal firewall on your computer.

•

Install, run, and keep anti-virus software updated.

•

Avoid downloading programs from unknown sources.

•

Never use your Social Security Number as your username to sign into online accounts.

•

Never set your username to be the same as your password.

•

Protect your online passwords. Don’t write them down or share them with anyone.

•

Use secure, encrypted web sites for transactions and shopping.

•

Always log off from any banking, e-commerce or merchant web site. If you cannot log off, shut
down your browser to prevent unauthorized access to your account information.

•

Completely shut down your computer when you’re not using it. Don’t leave it in sleep mode.

•

Don’t send identifying personal information, such as account numbers, credit card numbers, or PINs
via email. Financial institutions will never send you an email asking for this type of information.

•

Select one credit card with a low credit limit to use for all your online purchases. Tell your credit card
provider that you do not want them to raise the limit on this card without your prior written permission.

•

Never download files or click on hyperlinks in emails from people or companies you don’t know.

If someone’s asking you to buy.
•

Unless you initiated the contact, never give out confidential information (such as account numbers, Social Security number, or mother’s maiden name) to anyone.

•

Be cautious when you receive offers to buy over the telephone, by mail, or on the Internet. Be
especially careful about deals that sound too good to be true. Some of these offers may be illegal
scams designed to cheat you. Don’t respond to calls or emails requesting your account information to “award a prize” or “verify a statement.”

•

Beware of high-pressure sales people, especially if they tell you the sale must be made now.

•

When in doubt, consult the Better Business Bureau or the U.S. Postal Inspection Service.

Home safety.
•

Be wary of strangers you allow into your home. Don’t leave sensitive information, credit cards or
checkbooks lying around.

•

Store your new and cancelled checks securely.

•

Keep your Social Security card in a secure place.
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Home Safety (continued).
•

Photocopy your driver’s license, credit cards, car registration, Social Security card and other identification, and keep the copies in a safe place.

•

Shred unnecessary financial documents, old bank statements, invoices, and unwanted preapproved credit offers. If possible, buy a shredder and mix the shredded paper thoroughly before
throwing it out.

Monitor your financial activity.
•

Review your account statements as soon as you receive them. Notify the financial institution
immediately if you notice errors or unauthorized activity.

•

If your account statement is late in arriving, call your financial institution to find out why.

•

Consider signing up for online banking. This will allow you to monitor your account activity at any time.

•

Never tell anyone your online banking password and change it periodically.

•

Check your credit report for accuracy at least twice a year. If a report lists unfamiliar accounts with
large credit lines, you may be a victim of identity theft. Also review the “Inquiries” section of your
reports. It tells you who has reviewed your credit history. If a car dealer in another part of the country has pulled your credit report, for example, you may be the victim of identity theft.

What is “phishing”?
•

Phishing is usually a two-part scam involving email and spoof websites.

•

Fraudsters, also known as phishers, send email to a wide audience that appears to come from a
reputable company. This is known as a phish email.

•

In the phish email are links to websites that spoof or imitate a reputable company’s websites.

•

Fraudsters hope to convince victims to give up their personal information by using clever and
compelling language, such as an urgent need for you to update your information immediately.

•

Once obtained, personal information can be used to steal money, or transfer stolen money into a
different account.

•

Fraudsters obtain email addresses from many places on the web. They also purchase email lists
and sometimes guess email addresses.

•

Fraudsters generally have no idea if people they send phish emails to are actual bank customers or
not. They hope a percentage of the phish emails they send will be received by customers.

•

A new form of fraudulent emails, called vishing or voicemail phishing, involves emails that contain
fraudulent telephone numbers instead of links. Recipients of vishing emails are instructed to call
this number and disclose personal and account information. Remember: always communicate
with your bank by using a number you know to be associated with it, like the number found on
the back of your debit card.
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Protect your money and identity (continued).
Email & phish security tips.
•

Be wary of suspicious emails. Never open attachments, click on links, or respond to emails from
suspicious or unknown senders.

•

If you receive a suspicious email that you think is a phish email, do not respond or provide any information. Send the email to Anti-Phishing Working Group at reportphishing@antiphishing.org. Also,
follow any phish email reporting procedures established by your bank.

•

If you respond to a phish email with personal information, contact your bank immediately.

What is “skimming”?
•

Skimming is a form of financial fraud where criminals copy the magnetic stripe encoding from
your credit card using a hand-held device called a skimmer, which resembles an ATM keyboard.
Each skimmer can hold data from hundreds of different credit cards.

•

Once your credit card has been swiped through the device, the thief has the information needed
to make a counterfeit card.

•

Thieves often sell the data to other people. The data can be downloaded into a computer and
emailed anywhere around the world and is used to make counterfeit credit cards.

•

Monitor your credit card statements carefully and report any unauthorized activity immediately.

About Scams.
•

Fraudsters try to contact and defraud potential victims using various means. Once they contact
potential victims, they use compelling language and scenarios to scam them.

•

If you’re involved in a situation that matches one of the following descriptions, it could be a scam
and you should contact your bank immediately:

•

º

Job scams: You are paid or receive a commission to facilitate money transfers through your
account or apply for a job that asks you to set up a new bank account.

º

Dating scams: Someone you met through an online dating site or chat room asks you to send
money for a variety of reasons including a need for urgent surgery or to make travel arrangements to meet in person.

º

Lottery or sweepstakes scams: You receive notice that you are the winner of a lottery that
you did not enter, but must pay a small percentage for alleged taxes or other fees before you
can receive the rest of your prize.

º

Internet scams: You receive a check for something you sold over the internet, but the amount
of the check is more than the selling price. You are instructed to deposit the check, but send
back the difference in cash.

		

OR You receive a check from a business or individual different from the person buying your
item or product.

		

OR You are instructed to transfer money, or receive a transfer of money, as soon as possible.

Remember, if it sounds too good to be true, it probably is.
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Scam prevention tips.
•

Don’t accept payments for more than the amount of the service with the understanding that you
send them the difference.

•

Don’t accept checks from people you’ve only met online.

•

Don’t accept jobs in which you are paid or receive commission for facilitating money transfers
through your account.

•

Be wary of job offers that require you set up a new bank account.

•

You are ultimately responsible and liable for all deposits made into your account, whether they are
a check, money order, transfer, etc.

•

Don’t accept payments for more than the amount of the service with the understanding that you
send them the difference.

•

Don’t accept checks from people you’ve only met online.

•

Don’t accept jobs in which you are paid or receive commission for facilitating money transfers
through your account.

•

Be wary of job offers that require you set up a new bank account.

•

You are ultimately responsible and liable for all deposits made into your account, whether they are
a check, money order, transfer, etc.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.

Hands on Banking® • The Library • Version 5.1 • www.handsonbanking.org
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC
Page 89 of 90

Hands on Banking
Library Article: Protect Your Money and Identity

Protect your money and identity (continued).
Resources to learn more.

Here is a list of helpful Web sites for further information and assistance to protect yourself financially.
Federal Trade Commission.
Agency dedicated to preventing consumer fraud.
www.ftc.gov or call toll-free, 1-877-FTC-HELP (1-877-382-4357).
Fakechecks.org.
Web site sponsored by the American Bankers Association and the U.S. Postal Service.
www.fakechecks.org.
ScamBusters.org.
Web site dedicated to protecting consumers from scams.
www.scambusters.org.
United States Department of Justice.
Government site with a focus on the Internet and telemarketing.
www.usdoj.gov/criminal/fraud/internet.
FDIC—Don’t Be an Online Victim.
Tips from the governmental agency that regulates U.S. banking.
www.fdic.gov/consumers/consumer/guard.
National Consumer’s League Fraud Center.
Information and tips for avoiding fraud.
www.fraud.org.
Anti-Phishing Working Group.
A global law enforcement association focused on eliminating fraud and identity theft.
www.antiphishing.org.
Comptroller of the Currency—Consumer Protection News.
Federal agency dedicated to a safe banking system.
www.occ.treas.gov/Consumer/phishing.htm.
Social Security Online—Identity Theft Fact Sheet.
Helpful links assembled by the Social Security Administration.
www.ssa.gov/pubs/idtheft.htm.
Fight Identity Theft.
Site for raising risk awareness and presenting steps consumers can take to protect themselves.
www.fightidentitytheft.com.
U.S. Postal Service Inspection—Identity Theft.
Collection of helpful tips and links.
www.usps.com/postalinspectors/id_intro.htm.

Hands on Banking® • The Library • Version 5.1 • www.handsonbanking.org
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC
Page 90 of 90

Topic 2 — Earning $

Topic Overview.
The Earning $ topic teaches participants about employment and money. It provides useful information about finding
employment, recommended career and job search strategies and how to read their paycheck. Finally, the topic introduces the concept of entrepreneurship and its risks and rewards.
This topic has four lessons:
1.

Making your way.

2.

Finding employment.

3.

On the job.

4.

Consider entrepreneurship.

These lessons include a number of hands-on participant activities. Use these activities to help simulate real-world
scenarios and activities with your participants.
This instructor guide is based on and follows the structure of the online Hands on Banking® program. We invite you to
use and experience the online program as it is an excellent resource that will support your instructional efforts and
enhance your participants’ experience. It includes a variety of interactive lessons and many helpful resource library
articles to augment this guide. Visit www.handsonbanking.org to access the program. Should you require a CD ROM
to access the program you may request a free copy at HOBCD@wellsfargo.com.
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Instructor’s Guide — Young Adults.
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Topic 2 — Earning $

Glossary.
Instructor note:

The Glossary contains definitions and descriptions of valuable terms and phrases related to this topic. Encourage your participants to use the Glossary during and after the class to become more familiar and comfortable with the terminology.
Photocopy the glossary on the next page and hand it out to your participants.
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Glossary.
Audit.

When the taxing agency decides to carefully review your tax return to determine
whether the information is true, the tax amount has been calculated correctly and the
positions taken on the return are permitted by law.

Benefits.

In addition to wages, some employers reward their employees in extra ways for example:
medical insurance, vacation pay, holiday pay, profit sharing plans, stock options and bonuses.

Commission.

The amount a real estate agent earns for negotiating a home sale. The commission
amount is often a percentage of the home sale price.

Deduction.

For salary purposes, this is an amount(s) that is withheld by the employer. For taxes these
are reductions in taxable income.

Gross income.

For an individual, the full amount of money earned during a specific time period. For a
business, the pre-tax net sales minus the cost of goods sold.

Internal Revenue
Service (IRS).

U.S. government agency responsible for tax collection and tax law enforcement.

Minimum wage.

An hourly amount voted into law by the U.S. Congress. All employers in the U.S. have to
pay their employees at least the minimum wage unless their state law says differently.
Some states actually allow some employers to pay a lower minimum wage. Usually these
are very small businesses that only do business locally.

Net income.

For a business, the amount of money earned after all expenses and taxes. For an individual, total take-home pay after all deductions (taxes, social security, etc.). Also called after
tax income or net salary.

Pay period.

A length of time (for example, one week or one month) used to calculate the amount
workers are paid on their paychecks.

Pay stub.

The additional form that’s attached to the check is called the pay stub. It shows the
details of what you have earned and what amounts have been deducted during the pay
period.

Paycheck.

Document issued by an employer to pay an employee for services rendered (could be in
electronic or paper form).

Salary.

The same set dollar amount every month in exchange for your work.

Take-home pay.

SEE term, “Net income.”

Tax return.

Required federal and sometimes state tax forms you must complete when you earn money.

Training wage.

The federal minimum wage provisions are contained in the Fair Labor Standards Act
(FLSA) for more info visit www.dol.gov/esa.

W-2.

An Internal Revenue Service (IRS) form that summarizes your taxable wages and taxes
that your employer has deducted or “withheld” from your pay.
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Glossary.
W-4 .

An Internal Revenue Service (IRS) form you are required to complete and indicate the
number of withholding allowances you are claiming.

Wage.

The money or compensation you earn in exchange for your work is called a “wage”. Some
common ways employers pay wages are hourly, salary and commission or some combination of these ways.

Withhold,
withholding.

The money an employer withholds from your paycheck for such items as taxes, social
security, medical coverage, etc.

Withholding
allowances.

The amount you claim on the IRS W-4 form that determines how much money your
employer deducts from each of your paychecks to cover taxes.
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Lesson 1: Making Your Way.
This lesson provides a brief introduction to the topic of work and money. Participants reveal what they already know
about the financial side of being employed. And learn how more education increases their earning power.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain how education increases earning power.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

How is earning your own income beneficial to you?

•

What percentage of your peers do you think work part-time right now? Full-time?

•

What types of jobs would you find rewarding? Why? Do any of these require an advance degree?

The Basics.
•

By earning your own income you can be independent.

•

Whether you want to work full-time or part-time, it definitely pays to know something about
finding employment, getting paid, and job benefits.

•

Approximately 70–80% of U.S. teenagers have worked for pay at some time during their high
school years.

•

The level of education you achieve can make a huge difference in how much money you’re able
to earn, also called your earning power.

•

Everyone’s situation and goals in life are a little different. A four-year college degree isn’t right
for everyone.

Before you start the lesson, use the following quick quiz to get participants thinking.
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All in a Day’s Work Activity (Instructor Copy).
Instructor note:

Write all the credit terms on a whiteboard/chalkboard or large piece of paper. Divide your class into
groups. Tell your participants that you will read a partial definition of each term. Each group’s spokesperson will have fifteen seconds to state the correct term once you stop reading the definition. Each correct
answer earns one point. If a group cannot answer, another group can steal. Then, go through each term
and mention the key points from the chart below.
Feel free to add other definitions and terms to this list.

Instructions:

Have participant groups state the correct term for the definition that’s read.
Correct term.
Net income.
Earning power.
Benefits.

Definition.
Take-home pay. Your pay after taxes, insurance, or other costs are subtracted from your gross income.
The money a person is able to make from his or her work. Education beyond
high school can significantly increase your earning power.
Ways beyond wages that businesses reward employees. Insurance and
vacation pay are examples of benefits.

Commissions.

Incentive compensation. This is one way a company may motivate/reward
employees to reach goals.

Stock options.

Detractor.

Gross income.

Detractor.

401(k).

Detractor.

Paid leave.

Detractor.

There are many jobs that don’t require specialized education or training beyond high school,
but some jobs do require it.

Next, see how education beyond high school can increase career options and earning power.
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More Education = More Earning Power (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•
How much more money do you think a college graduate will earn in his or her lifetime than a person
with a high school degree?
•

Why do you think that higher education influences how much you’re able to earn?

•

What else do you think affects earning power?

Then, distribute the activity handout and focus on these key points.

Key points:
•

The level of education you achieve can make a huge difference in how much money you’re able
to earn, also called your earning power.

•

Everyone’s situation and goals in life are a little different. A four-year college degree isn’t right
for everyone. You may be interested in community college, junior college, trade school, or technical training instead.

•

A person with a two-year associate degree has lifetime earnings almost 25% higher than a high
school graduate. A person with a four-year degree earns, on average, almost 75% more than a
high school graduate.

This chart shows that, on average, a college graduate earns $1 million more in their lifetime than a
high school graduate, and the gap is growing!

There are many jobs that don’t require specialized education or training beyond high school,
but some jobs do require it.

Note for instructor:

For more about higher education and how to afford for it, see the topic, School & You.
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More Education = More Earning Power.

This chart shows that, on average, a college graduate earns $1 million more in their lifetime than a
high school graduate, and the gap is growing!

There are many jobs that don’t require specialized education or training beyond high school,
but some jobs do require it.
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Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Making Your Own Way lesson:
•

By earning your own income you can be independent.

•

Whether you want to work full-time or part-time, it definitely pays to know something about
finding employment, getting paid, and job benefits.

•

Approximately 70-80% of U.S. teenagers have worked for pay at some time during their high
school years.

•

The level of education you achieve can make a huge difference in how much money you’re able
to earn, also called your earning power.

•

Everyone’s situation and goals in life are a little different. A four-year college degree isn’t right
for everyone.

Additional Activities.
These activities are designed to extend the new concepts presented in the Making Your Way Topic. Use these or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

List your top three career choices. Research these positions to see how much education is
needed and the salary for each. Does either of these things (salary or schooling) deter you from
the career?

•

Research local trade schools or community colleges in your area to see if there are specialized
classes for your intended career. Taking a class could help you see if the field is right for you.
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Lesson 2: Finding Employment.
In this lesson, participants gain useful information about finding employment. Recommended career and job search
strategies and great tips for doing well at job interviews are introduced.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain a strategy for conducting a job search.

•

Explain steps to take and things to do before, after and during a job interview to make a great
impression.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Are any of you currently looking for a job?

•

Do you have a job search strategy? What are some of your tactics?

•

What steps have you been taking as you begin to look for a job?

•

If you already have a job, how was the interview process? How did you feel during the interview?

•

Describe a job interview that you wish you could do over. What would you do differently?

•

What do you think is the most important thing to do as you prepare for an interview? During
the interview? After the interview?

The Basics.
•

Your job search is as a process of self-discovery.

•

But if you don’t have a clear vision yet, don’t let that stop you from moving ahead.

•

Your job search can help you bring your personal goals into sharper focus. But you need to
make a plan for your search and then follow through on it.

•

Research different careers and companies to see how your interests and skills match up with
employers’ needs.

•

There are specific steps you can take before, during and after a job interview to create a
great impression.

Before you start the lesson, use the following scenario to get participants thinking.
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Alicia Wants a Career (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Alicia’s story
and choose the best decision for her. Instruct them to also write a few sentences about why they selected
an answer. Then, ask participants to share their answers and opinions and lead a discussion.

Instructions:

Have your participants read Alicia’s situation and then choose the best decision for her. Then, in the
space provided, have them explain why they think this is the best choice.

Alicia’s story:

Alicia doesn’t want to take just any job. She wants a winning game plan for getting started in a
career. What is the best decision for her?

A. I need to think about what I value and care about, what interests me, and what skills I have.

B.

Before researching different careers and companies, I’ll work on building my skills.

C.

I’ll send out my résumé with cover letters. Then I’ll meet with a career counselor to discuss the results.

Key points:
•

Alicia’s best choice is to start by identifying her own interests, values, and skills.

•

Combining her own perspective with that of potential employers and people
who know the industry will help her to be realistic and focused.

•

By researching different careers and companies she can see how her interests
and skills match up with employers’ needs.

•

A successful job search is a process of self-discovery.

See the next lesson—Your Job Search—to teach participants more about job searches.
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Alicia Wants a Career.
Instructions:

Read Alicia’s situation and then choose the best decision for her. Then, in the space provided,
explain why you think this is the best choice.

Alicia’s story:

Alicia doesn’t want to take just any job. She wants a winning game plan for getting started in a
career. What is the best decision for her?

A. I need to think about what I value and care about, what interests me, and what skills I have.

B.

Before researching different careers and companies, I’ll work on building my skills.

C.

I’ll send out my résumé with cover letters. Then I’ll meet with a career counselor to discuss the results.
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Your Job Search (Instructor Copy).
Instructor note:

Consider inviting a job recruiter or temporary job placement agent to the class to discuss the best ways
to form a job search strategy. Ask them to help participants realize the importance of pre-planning.
Photocopy the activity handout on the following page. Tell your participants they have two to three minutes to list the four most important things to do when looking for a job. When the time is up, ask participants to read what they wrote. Create a list on the whiteboard/chalkboard or large piece of paper.
Distribute the activity handout and lead a discussion focusing on the key points below (as well as good
ideas your participants may have come up with).

Key points:
•

Your job search is a process of self-discovery.

•

But if you don’t have a clear vision yet, don’t let that stop you from moving ahead.

•

Your job search can help you bring your personal goals into sharper focus.
But you need to make a plan for your search and then follow through on it.

Adopt a plan.

•

An effective job search is usually not a once in awhile, hit-or-miss thing;
you need to be organized.

•

To create your plan, talk to career counselors at your school or look for
job-hunting advice online and in guidebooks.

•

Determine what your job search process will be and follow through on
your plan.

•

Connect with people who can be of help to you (and vice versa) to
uncover work-related opportunities.

•

Talk with people in different industries and professions and visit their
work sites if you can. Ask them questions about how they got into the
field and what their experience has been.

•

You’ll begin to get a sense of which opportunities you find exciting—
and which environments you’d rather avoid.

•

Look for jobs that fit your goals.

•

Remember that while you’re searching for your “ideal” job, you may
need part-time or short-term work to cover your expenses.

Network.

Pursue advertised •
jobs.

Target employers
directly.

Consider what skills and talents you have that might be marketable,
whether it’s building Web sites, tutoring students, installing audio
equipment, cooking, or carpentry.

•

Meet with one or more temporary job agencies and submit your
resumé. They can help you find short-term jobs that can both bring in
cash and add to your job experience.

•

Consider what industries and types of jobs interest you and research
specific companies.
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Your Job Search.
Key points:
•

Your job search is a process of self-discovery.

•

But if you don’t have a clear vision yet, don’t let that stop you from moving ahead.

•

Your job search can help you bring your personal goals into sharper focus.
But you need to make a plan for your search and then follow through on it.

Adopt a plan.

•

An effective job search is usually not a once in awhile, hit-or-miss thing;
you need to be organized.

•

To create your plan, talk to career counselors at your school or look for
job-hunting advice online and in guidebooks.

•

Determine what your job search process will be and follow through on
your plan.

•

Connect with people who can be of help to you (and vice versa) to
uncover work-related opportunities.

•

Talk with people in different industries and professions and visit their
work sites if you can. Ask them questions about how they got into the
field and what their experience has been.

•

You’ll begin to get a sense of which opportunities you find exciting—
and which environments you’d rather avoid.

•

Look for jobs that fit your goals.

•

Remember that while you’re searching for your “ideal” job, you may
need part-time or short-term work to cover your expenses.

Network.

Pursue advertised •
jobs.

Target employers
directly.

Consider what skills and talents you have that might be marketable,
whether it’s building Web sites, tutoring students, installing audio
equipment, cooking, or carpentry.

•

Meet with one or more temporary job agencies and submit your
resumé. They can help you find short-term jobs that can both bring in
cash and add to your job experience.

•

Consider what industries and types of jobs interest you and research
specific companies.
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Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Articles: Getting Your Job Start and
Preparing for Job Interviews.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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How to Ace a Job Interview (Instructor Copy).
Consider inviting a Human Resources professional to the class to discuss these and other job interviewing tips and tricks.
Photocopy the activity handout on the following page. Divide the class into partners or groups of three.
Ask each group to list five (5) examples of things they can do during the job interview process to make a
good impression. Then have each group present their list (either on poster paper or on the white/chalkboard). After this, distribute the chart below to continue the discussion and emphasize key points.

Instructions:

Have your participants list examples of things they can do during each stage of the job interview
process to make a good impression.

Get ready & be early.

Make a connection.

•

Look neat and businesslike, even if the employees of the company
dress casually.

•

Arrive about 10 minutes early to fill out the application neatly and
in detail.

•

Treat the receptionist respectfully.

•

Greet the interviewer with a firm handshake, eye contact, and a smile.

•

Keep most of your focus on them.

•

Smile and nod as you talk. When you pay attention to people, they
enjoy talking with you!

•

Show interest. Ask questions about the company’s goals and abilities needed for the job.

•

Listen carefully to each duty mentioned.

•

Give short, direct answers on what you could do for the company.

•

Describe how your experience and training match the position.
Give examples.

•

Discuss salary only after the employer mentions a figure.

•

End the interview by thanking them.

•

Write a follow-up thank you note. In the note, reconfirm your interest and why you’d be an asset to the company.

•

Keep notes about all your job interviews.

Listen closely.

Speak clearly.

Finish & follow-up.

Most experts recommend dressing up for an interview unless you’re asked not to. A twopiece matched suit in a conservative color, fabric, and style is often suggested as the best
and safest choice.
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How to Ace a Job Interview.
Want to do your best at a job interview? Here are five steps to help you shine.

Get ready & be early.

Make a connection.

Listen closely.

Speak clearly.

Finish & follow-up.

•

Look neat and businesslike, even if the employees of the company
dress casually.

•

Arrive about 10 minutes early to fill out the application neatly and
in detail.

•

Treat the receptionist respectfully.

•

Greet the interviewer with a firm handshake, eye contact, and a smile.

•

Keep most of your focus on them.

•

Smile and nod as you talk. When you pay attention to people, they
enjoy talking with you!

•

Show interest. Ask questions about the company’s goals and abilities needed for the job.

•

Listen carefully to each duty mentioned.

•

Give short, direct answers on what you could do for the company.

•

Describe how your experience and training match the position.
Give examples.

•

Discuss salary only after the employer mentions a figure.

•

End the interview by thanking them.

•

Write a follow-up thank you note. In the note, reconfirm your interest and why you’d be an asset to the company.

•

Keep notes about all your job interviews.

Most experts recommend dressing up for an interview unless you’re asked not to. A twopiece matched suit in a conservative color, fabric, and style is often suggested as the best
and safest choice.
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Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Finding Employment lesson:
•

Your job search is a process of self-discovery.

•

But if you don’t have a clear vision yet, don’t let that stop you from moving ahead.

•

Your job search can help you bring your personal goals into sharper focus. But you need to
make a plan for your search and then follow through on it.

•

Research different careers and companies to see how your interests and skills match up with
employers’ needs.

•

There are specific steps you can take before, during and after a job interview to create a great
impression.

Additional Activities.
These activities are designed to extend the new concepts presented in the Finding Employment Topic. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Ask a friend, parent, teacher or employer to role play a job interview with you. Have them critique your performance using the tips you’ve learned.

•

Research different careers and companies to see how your interests and skills match up with
employers’ needs.

•

For each career that you’re interested in, create a list of people with whom you can network.
Even a friend of a friend could be a great resource for you in finding out information about a
certain job field. Contact these people and see if you can ask them some questions.

•

Meet with one or more temporary job agencies and submit your résumé. They can help you
find short-term jobs that can both bring in cash and add to your job experience.

•

Research job search techniques. Create an action plan and begin your job search!

•

Identify a couple of businesses in your area and contact the manager or Human Resource director to see if they can set-up an informational interview with you.
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Lesson 3: On the Job.
In this lesson, participants learn information they need to make sure they’re compensated accurately. They can see
how wages are paid and learn how to read their paycheck. Finally, participants determine the best way to deposit a
paycheck and learn more about job benefits.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Determine whether they’re compensated accurately.

•

Explain how wages are paid.

•

Read a paycheck and paystub.

•

Identify the best way to deposit a paycheck.

•

List examples of job benefits.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

What is a wage? A salary? A commission?

•

If any of you worked a job that awarded commissions, how did it affect your performance? Did
it make you work harder? Did you enjoy earning them or not?

•

If you have/had a job, did you always feel that you were compensated fairly? If not, did you do
anything about it?

•

Have you ever filed taxes? If so, did you prepare them? Describe your experience in filing a tax form.

•

What are “benefits?”

•

What benefits are most important to you?

The Basics.
•

Wages, salary and commissions are all examples of how a person gets paid for doing a job. Wages
are paid by the hour, salaries are a set amount you’ll receive every month, and commissions are
bonuses that you receive on top of a wage or salary as incentive to do better or sell more.

•

The main thing is to make sure you understand exactly how, and how much, your employer is
paying you—and when you get paid, make sure the amount is fair and accurate.

•

It never hurts to explore what you could do for your company that could move you up to even
higher pay.

•

Direct deposit is a fast, simple way to have your paycheck automatically deposited into your
bank account. It will save you time and is a safe alternative to a paper check. Ask if your
employer has direct deposit.

•

There are advantages and disadvantages to filing your own tax forms or having a professional
do it for you.

•

In addition to wages, some employers reward their employees in extra ways. These are called benefits and can include medical insurance, vacation pay, stock options or profit sharing programs.

Before you start the lesson, use the following scenario to get participants thinking.
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How Should James Deposit His Pay? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read James’ s story
and then write down the advantages and disadvantages of each decision. Then, have them choose the
best decision for him. Lead a discussion focusing on the advantages and disadvantages of each choice
and use the key points below.

Instructions:

Have your participants read James’s situation and then write the advantages and disadvantages of
each decision. Then, have them choose the best decision for him.

James’s story:

After all his hard work, James wants a safe, reliable, and convenient way to receive the money he’s
earned. How should James deposit his pay?
A. I’ll use the local check cashing store to cash my paycheck.
Advantages:

Disadvantages:

B.

I’ll take my check over to the bank and deposit it at the teller window—
no, I guess I’ll use the ATM…it’s faster.
Advantages:

Disadvantages:

C.

I’ll ask my company to transfer my pay to my checking account using direct deposit.
Advantages:

Disadvantages:

Key points:
•

James’s best choice is to get paid by direct deposit to his checking account.

•

He will avoid the high expense of the check cashing store and the money will likely be in his
account sooner than if he’d received a paper check.

•

He’ll still receive a pay stub from his employer showing exactly what he’s earned and all deductions for taxes, benefits, etc.

•

One more benefit: with direct deposit, James doesn’t have to worry about losing, misplacing, or
depositing a paper check.

•

Ask if your employer offers direct deposit.
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How Should James Deposit His Pay?
Instructions:

Read James’s situation and write the advantages and disadvantages of each decision. Then, choose
the best decision for him.

James’s story:

After all his hard work, James wants a safe, reliable, and convenient way to receive the money he’s
earned. How should James deposit his pay?
A. I’ll use the local check cashing store to cash my paycheck.
Advantages:

Disadvantages:

B.

I’ll take my check over to the bank and deposit it at the teller window—
no, I guess I’ll use the ATM…it’s faster.
Advantages:

Disadvantages:

C.

I’ll ask my company to transfer my pay to my checking account using direct deposit.
Advantages:

Disadvantages:
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Getting paid (Instructor Copy).
Instructor note:

Begin a discussion with your participants by asking questions such as:
•

What is a wage?

•

What is a salary?

•

What are commissions?

•

What is the current minimum wage? Could you live by working a minimum wage job?

•

What is a living wage?

Then, discuss the key points below.

Key points:
•

The money you earn in exchange for your work is called a “wage” and there
are a number of different ways that employers pay wages.

•

A salary is the same set dollar amount every month.

•

Make sure you understand exactly how, and how much, your employer is paying you—and when you get paid, make sure the amount is fair and accurate.

•

It never hurts to explore what you could do for your company that could
move you up to even higher pay.

Wages.

•

The money or compensation you earn in exchange for work.

•

Some common ways employers pay wages are hourly, salary, and commission—or some combination of these ways.

•

An hourly amount voted into law by the U.S. Congress.

•

All employers in the U.S. have to pay their employees at least the minimum wage unless their state law says differently.

•

Some states actually allow some employers to pay a lower minimum wage.
Usually these are very small businesses that only do business locally.

•

In some cities, towns, and counties around the U.S.—especially those that have
a high cost of living—local laws have been passed that require some employers to pay what’s called a living wage, which is a dollar amount that’s higher
than the federal minimum wage to help workers meet their basic needs.

•

Usually it applies to government jobs or to employers with government
contracts. Check on the local laws where you live.

Minimum wage.

Living wage.

At the end of the year, your employer will issue you an IRS form W-2 that summarizes your taxable wages and the taxes that the employer has deducted or “withheld,” from your pay.

Next, participants will learn how to read your paycheck.
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How to Read Your Paycheck (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Then walk through each section of the paycheck
or pay stub.
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How to Read Your Paycheck (Instructor Copy) (continued).
A. This additional form that’s attached to the check is called the pay stub. It shows the details of
what you have earned and what amounts have been deducted during the pay period.
B.

This is the pay period; that is, the calendar days for which you are being paid.

C.

This is your gross income, the full amount you earned during the pay period.

D. This is your net income or take-home pay—the amount you’re being paid after taxes, insurance,
or other costs have been subtracted from your gross income. (While it’s great to see the total
you’ve earned, your take-home pay is the amount of your check. When you plan your spending, be sure to use this smaller, net income, figure. It’s the actual amount of money you have to
work with.)
E.

This is the number of withholding allowances you are claiming. It determines how much
money your employer takes out of every paycheck to help cover your taxes and whether, at the
end of the year, you’ll receive a refund or owe more taxes to the government. (When you start
a new job, you’ll be required to fill out a federal W-4 form and indicate this number. Click on
Library to learn more.)

F.

This section shows taxes. Remember: you don’t take home every dollar you earn. You must pay
taxes and employers by law must pay them from your paycheck. The most common taxes are
federal income taxes and in many states, state income taxes.

G. You have to pay a Social Security contribution with each paycheck to fund retirement and
medical care after retirement.
H. These are workers’ compensation or disability taxes. These fund programs that provide support
if you’re injured on the job or are unable to work.
I.

Contributions to unemployment insurance provide support if you lose your job through a layoff or no fault of your own

J.

If you’re a full-time employee receiving health insurance benefits, you usually have to pay part
of the cost yourself, and it’s often deducted from your pay.

K.

Sometimes other deductions may be taken from your paycheck, for example, union dues or
contributions to savings and retirement plans that you choose to participate in.

It’s a good idea to read your pay stub every time you get paid. Make sure it’s correct, and ask
your boss if you have any questions.
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How to Read Your Paycheck.
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How to Read Your Paycheck (continued)
A. This additional form that’s attached to the check is called the pay stub. It shows the details of
what you have earned and what amounts have been deducted during the pay period.
B.

This is the pay period; that is, the calendar days for which you are being paid.

C.

This is your gross income, the full amount you earned during the pay period.

D. This is your net income or take-home pay—the amount you’re being paid after taxes, insurance,
or other costs have been subtracted from your gross income. (While it’s great to see the total
you’ve earned, your take-home pay is the amount of your check. When you plan your spending, be sure to use this smaller, net income, figure. It’s the actual amount of money you have to
work with.)
E.

This is the number of withholding allowances you are claiming. It determines how much
money your employer takes out of every paycheck to help cover your taxes and whether, at the
end of the year, you’ll receive a refund or owe more taxes to the government. (When you start
a new job, you’ll be required to fill out a federal W-4 form and indicate this number. Click on
Library to learn more.)

F.

This section shows taxes. Remember: you don’t take home every dollar you earn. You must pay
taxes and employers by law must pay them from your paycheck. The most common taxes are
federal income taxes and in many states, state income taxes.

G. You have to pay a Social Security contribution with each paycheck to fund retirement and
medical care after retirement.
H. These are workers’ compensation or disability taxes. These fund programs that provide support
if you’re injured on the job or are unable to work.
I.

Contributions to unemployment insurance provide support if you lose your job through a layoff or no fault of your own

J.

If you’re a full-time employee receiving health insurance benefits, you usually have to pay part
of the cost yourself, and it’s often deducted from your pay.

K.

Sometimes other deductions may be taken from your paycheck, for example, union dues or
contributions to savings and retirement plans that you choose to participate in.

It’s a good idea to read your pay stub every time you get paid. Make sure it’s correct, and ask
your boss if you have any questions.
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Filing Your Tax Forms (Instructor Copy).
Instructor note:

Consider inviting a CPA or tax professional to the class about the importance of filing taxes.
Photocopy the activity handout on the following page. Divide the class into two groups—instruct one
group to list the advantages and disadvantages of doing taxes themselves, the other will list the advantages of disadvantages of hiring a professional. When they’re finished, lead a discussion by focusing on
the key points below.

Instructions:

List the advantages and disadvantages of filing taxes yourself or using a professional.

Filing Taxes Yourself / By a Professional.
Advantages.

Disadvantages.

Yourself:
•
Free; you don’t pay someone else.

Yourself:
•
You could make potentially costly mistakes.

•

You gain valuable financial experience.

•

•

You have total control over your tax information and paperwork.

You may not be aware of all the deductions
(reductions in tax) to which you’re entitled.

•

Some tax software can be confusing and
may cost as much as hiring a professional
tax preparer.

•

If you use tax software, it may help you
reduce errors or even identify deductions,
and filing electronically is instant. Check to
see if you’re eligible for free software from
the IRS.

Professional:
•
Expert review and advice.

Professional:
•
You may have to pay for this service.

•

They may give you tax-saving suggestions.

•

•

Professional support in case of an audit.
(This is when the taxing agency decides to
carefully review your return to determine
whether the information is true, the tax
amount has been calculated correctly and
the positions taken on the tax return are
permitted by law.)

During the busy tax season, you may have
to wait your turn while your preparer takes
care of other customers.

•

Even professionals can make mistakes, and
in some states, there are no licensing laws
for tax preparers. Determine whether the
preparer you’re considering has knowledge, experience, and a good track record
in business.

Consider preparing your taxes yourself and then taking them to a professional to look over,
fix any errors, and finalize the forms. This approach could give you both good experience and
peace of mind.
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Filing Your Tax Forms.
Instructions:

List the advantages and disadvantages of filing taxes yourself or using a professional.

Filing Taxes Yourself / By a Professional.
Advantages.

Disadvantages.

Yourself:

Yourself:

Professional:

Professional:

Consider preparing your taxes yourself and then taking them to a professional to look over,
fix any errors, and finalize the forms. This approach could give you both good experience and
peace of mind.
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Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Introduction to Income Tax.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • EARNING $ • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 30 of 49

Topic 2 — Earning $
Beyond your Pay: Benefits (Instructor Copy).
Instructor note:

Consider inviting a Benefits Administrator (either from a company or the actual insurance carrier) to
come in and discuss benefits, their costs and their advantages with the class.
Ask your participants what to consider their current job or a job they’d like to have. Ask them what
things, other than a paycheck, are important to them in this job. Write each one on a whiteboard/
chalkboard or large piece of paper. Then, lead a discussion by asking the questions below.
In addition to wages, some employers reward their employees in extra ways. Examples of benefits:
•
Insurance.
•
Vacation pay.
º Medical.
•
Holiday pay.
º Dental.
•
Contribution to retirement (pension pay).
º Vision.
•
Profit sharing plans.
º Disability.
•
Stock options.
º Unemployment.
•
Bonuses.
º Worker’s compensation.
Are benefits required?
Federal law requires all employers to provide some of these benefits, such as unemployment insurance and worker’s compensation insurance. It’s up to the individual employer to decide what other
benefits they want to offer.
Do employers pay?
Sometimes they pay the total cost of benefits such as holiday and vacation pay. But for other benefits, especially expensive ones like medical insurance, it’s common for the employer to pay part of
the expense and ask the employee to pay the rest.
Do all employees receive benefits?
At some jobs, in order to qualify for certain benefits, you have to be a full-time employee (or work some
minimum number of hours); in some cases, you have to work for the company for a certain length of time.
Should I participate in a company retirement plan?
Yes! It’s never too early to save for your retirement. If your offers a retirement plan—such as a 401(k)
plan—consider yourself lucky and be sure to participate. See Save, Invest & Build Wealth to learn more.
Will my benefits change?
At many businesses, the benefits they’re willing to offer change from time to time.
What benefits will be important to you?
Benefits will be part of your “total compensation” profile.

Every business is a little different when it comes to benefits, but benefits are always a plus.
Before you take a job, find out what benefits your potential employer offers.
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Lesson Summary
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the On the Job lesson:
•

Wages, salary and commissions are all examples of how a person gets paid for doing a job. Wages
are paid by the hour, salaries are a set amount you’ll receive every month, and commissions are
bonuses that you receive on top of a wage or salary as incentive to do better or sell more.

•

The main thing is to make sure you understand exactly how, and how much, your employer is
paying you—and when you get paid, make sure the amount is fair and accurate.

•

It never hurts to explore what you could do for your company that could move you up to even
higher pay.

•

Direct deposit is a fast, simple way to have your paycheck automatically deposited into your
bank account. It will save you time and is a safe alternative to a paper check. Ask if your
employer has direct deposit.

•

There are advantages and disadvantages to filing your own tax forms or having a professional
do it for you.

•

In addition to wages, some employers reward their employees in extra ways. These are called benefits and can include medical insurance, vacation pay, stock options or profit sharing programs.

Additional Activities.

These activities are designed to extend the new concepts presented in the On the Job Topic. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Consider one of your career choices. Research the salary for this job. Using simple math (mostly
division), try to break down the salary into a month amount, a week amount, a day amount and
then an hourly amount. This will show you approximately what you’d need to earn if you took
an hourly job in the same field.

•

Take a look at your paycheck and paystub. Identify what you’re paying per month in taxes.
Determine what you’re paying in taxes per year. Repeat this process with your benefits.

•

Create an action plan of things you can do in your present job to help you move up or get paid more.

•

Define what benefits beyond salary are or will be important to you in your job/career search.
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Lesson 4: Consider Entrepreneurship.
In this lesson, participants learn the risks and rewards of starting their own business. They can see what it takes to be
a successful entrepreneur and discover a strategy for getting started.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain the risks and rewards of starting their own business.

•

Explain what it takes to be a successful entrepreneur.

•

Explain a strategy for getting a small business started.

Start the Discussion.

To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

If you could start your own business what would it be? How did you come up with this idea?
Who are your potential customers?

•

As a business owner, what do you think are the most important skills for you to have?

•

What personality traits to do you think successful small business owners share? If you feel you
possess these traits, would you consider opening a small business? Why or why not?

•

Who are some a successful small business owners in your neighborhood? In your opinion, what
are the business skills that make them successful?

•

Think of a small business that has gone out of business. What do you think went wrong?

•

How difficult do you think it is to start a small business? What do you think can be done before
a launch of a business to prepare for these things?

The Basics.
•

Starting and managing your own business can definitely ask a lot more of your time, energy,
and talent than most jobs ever do.

•

It may require a major investment of your own money and it might be risky. But it could prove
to be a lot more rewarding, too.

•

Running your own business can give you the satisfaction of using your talents and doing work
that you enjoy.

•

If you’re a good money manager, it could be financially rewarding, too.

•

Before launching a venture of your own, consider gaining experience by working (or even
volunteering) for a similar business, ideally a successful leader in the field.
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Risk vs. Reward: A Business of Your Own (Instructor Copy).
Instructor note:

Consider inviting a small business owner from the community to come in and share his or her experiences with the class. Invite questions from the class and insert some of these key points as well. Another
option is to invite a representative of the Small Business Administration to come and speak to the class.
You could also bring in an SBA start-up kit.

Key points:
•

Starting and managing your own business can definitely ask a lot more of
your time, energy, and talent than most jobs ever do.

•

It may require a major investment of your own money and it might be risky.
But it could prove to be a lot more rewarding, too.

•

Running your own business can give you the satisfaction of using your talents
and doing work that you enjoy.

•

If you’re a good money manager, it could be financially rewarding, too.

•

Before launching a venture of your own, consider gaining experience by
working (or even volunteering) for a similar business, ideally a successful
leader in the field.

•

If you’re searching for a winning business idea, look for ways to deliver a
better solution. Listen to what people say they’re not able to find in existing
businesses, and find a way to deliver it.

Next, help your participants see if they have the personal qualities of many successful entrepreneurs.
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Are You an Entrepreneur? Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to put a checkmark next
to the qualities they believe describe them. When they are finished, go through the list and ask how they
would define each quality and describe why it is an important trait for a small business owner to have.
In addition to experience and expertise, many successful entrepreneurs share certain personal
qualities. Although it’s a rare individual who excels in all of the traits listed below, reviewing this list
of the key qualities of successful entrepreneurs may help you decide whether starting and managing your own business is a career path you’d like to pursue.

Instructions:

Have your participants put a check mark next to the qualities that they believe describes them. In a
few words have them describe what they think this quality is or means.
Takes initiative (A self-starter. Doesn’t need a boss.)
Driven to achieve (Enjoys competition. Will work hard and sacrifice.)
Positive mental attitude (Self-confident. Sees the glass half-full.)
Sets goals (Has vision. Works with focus.)
Plans ahead (Creates plans and follows them.)
Resourceful (Creative problem-solver. Finds a way.)
A leader (Takes responsibility. Is accountable. Motivates and inspires others.)
Good communicator (Great people skills. Good listener and negotiator.)
Always learning (Open to new ideas. Learns from others.)
Capitalizes on strengths (Doesn’t try to be and do everything.)
Has technical knowledge (Has the needed know-how to succeed.)
Organized (Prioritizes. Meets deadlines.)
Objective (Evaluates risk. Makes good decisions under pressure.)
Uses money well (Good at managing finances.)
Realistic (Accepts ups and downs. Faces facts, changes strategy when needed.)
Persistent (Follows through. Never gives up.)
Bounces back (Accepts rejection and failure without being defeated.)

According to the U.S. Small Business Administration (SBA), 95% of all business failures are
caused by the business owner’s lack of experience and expertise.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • EARNING $ • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 35 of 49

Topic 2 — Earning $
Are You an Entrepreneur? Activity.
In addition to experience and expertise, many successful entrepreneurs share certain personal
qualities. Although it’s a rare individual who excels in all of the traits listed below, reviewing this list
of the key qualities of successful entrepreneurs may help you decide whether starting and managing your own business is a career path you’d like to pursue.

Instructions:

Put a check mark next to the qualities that you believe describe you. In a few words, describe what
you think each trait is or means. As you review the items you checked, notice the items you didn’t.
To succeed, will you need to find ways to fill these gaps? If so, how would you begin?
Takes initiative.
Driven to achieve.
Positive mental attitude.
Sets goals.
Plans ahead.
Resourceful.
A leader.
Good communicator.
Always learning.
Capitalizes on strengths.
Has technical knowledge.
Organized.
Objective.
Uses money well.
Realistic.
Persistent.
Bounces back.

According to the U.S. Small Business Administration (SBA), 95% of all business failures are
caused by the business owner’s lack of experience and expertise.
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Strategy for Getting Started (Instructor Copy).
Instructor note:

You may want to review the Adults’ topic—Starting a Small Business—for more background and
resources before introducing these concepts. This could be a multi-day activity for you and the participants. Two library articles you might find useful for this activity—Consider Entrepreneurship and Write a
Business Plan—can be found at the end of this topic guide.
Photocopy the activity handout on the following page. Ask your participants to imagine they are going
to start their own small business. Their goal is to identify the business, its products, customers, start-up
costs, equipment costs and other factors. Distribute the activity and instruct participants to use it to learn
the steps to help them outline their business idea.

Look for unmet needs.

Consider your skills.

Get real about $.

•

Many great business ideas grow out of the problems and frustrations that individuals have.

•

Look for unmet needs and better solutions.

•

Can you do something better than your former or current employer?

•

Determine your own strengths and where you have gaps to fill.

•

Join trade associations and get experience in your target industry.

•

Find out what it takes to be successful.

•

Many new businesses fail because of inadequate start-up funding.

•

Have enough cash for at least 3–6 months—better yet, the next
three years if you can.

•

Minimize your business expenses.

•

Many entrepreneurs let their passion for their business blind them
to its problems.

•

Avoid thinking that your product is so good it will “sell itself.”

Be realistic.

See the Hands on Banking Adults’ course for much more on the topics of starting, managing,
and growing a business of your own, including helpful resources to learn more.
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Strategy for Getting Started.
Want to move your business idea from a dream to a reality? Here are some steps to get you started.

Look for unmet needs.

•

Many great business ideas grow out of the problems and frustrations that individuals have.

•

Look for unmet needs and better solutions.

•

Can you do something better than your former or current employer?

•

Determine your own strengths and where you have gaps to fill.

•

Join trade associations and get experience in your target industry.

•

Find out what it takes to be successful.

•

Many new businesses fail because of inadequate start-up funding.

•

Have enough cash for at least 3–6 months—better yet, the next
three years if you can.

•

Minimize your business expenses.

•

Many entrepreneurs let their passion for their business blind them
to its problems.

•

Avoid thinking that your product is so good it will “sell itself.”

Consider your skills.

Get real about $.

Be realistic.

See the Hands on Banking Adults’ course for much more on the topics of starting, managing,
and growing a business of your own, including helpful resources to learn more.
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Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Consider Entrepreneurship lesson:
•

Starting and managing your own business can definitely ask a lot more of your time, energy,
and talent than most jobs ever do.

•

It may require a major investment of your own money and it might be risky. But it could prove
to be a lot more rewarding, too.

•

Running your own business can give you the satisfaction of using your talents and doing work
that you enjoy.

•

If you’re a good money manager, it could be financially rewarding, too.

•

Before launching a venture of your own, consider gaining experience by working (or even volunteering) for a similar business, ideally a successful leader in the field.

Additional Activities.
These activities are designed to extend the new concepts presented in the Consider Entrepreneurship Topic. Use these
or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Go through the want ads of your Sunday paper to see what types of businesses are for sale in
your community.

•

Walk or drive through your neighborhood and make a small list of some of the small businesses,
particularly the ones that have just opened or ones that have been around for a long time. Think
about the successful businesses—what factors do you think contributed to their success?

•

Interview some small business owners. Target independent and franchise owners. Questions to
ask could include: why did you want to start your own business? On a scale of one to ten, how
difficult was it to start your own business?

•

Take some time to look at businesses where you shop (at the mall, downtown, etc.) Consider why
they are successful in terms of product, location, varied customer appeal, etc. Make a list of what
you observe and compare those notes to your ideas/plans for starting a business of your own.
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Topic Summary.
Instructor note:

Summarize this topic by reviewing these key points with your participants.
Key points from the Earning $ topic:
•

If you’re not sure what kind of work is right for you, don’t wait to start exploring.

•

Even if your family is supporting you now, recognize when you’ll need to take responsibility for
your own expenses. The earlier you start your job search, the more time you’ll have to find a job
you really want.

•

Aim high when it comes to education. Remember that more education can really increase your
career options and your earning power.

•

If you have a job now, make sure your pay is accurate. Understand your benefits. And ask your
employer about direct deposit.

•

Consider the option of starting your own business. If you’re a hard worker and a good money
manager, it might be the right choice for you.

Next, test your participants on what they’ve learned about Earning $.
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Test Yourself (Instructor Copy).
Instructor note:

This short quiz can be used as a pre- or post-test with your participants to gauge their current knowledge
on earning money.
Photocopy the quiz on the next page. Distribute it to participants to test what they’ve learned about
Earning $.

Instructions:

Have your participants answer these questions to test their knowledge.
1.

On average, how much more does a college graduate earn in their lifetime than a high school
graduate?
a. $100,000.
b. $250,000.
c. $500,000.
d. $1 Million.
Key point: If you leave high school without graduating you’ll have more earning power if get your
GED. Getting some college is better than none. Compared to a high school graduate, the average
lifetime earnings of a person with a two-year associate degree are almost 25% higher, and a person
with a four-year degree almost 75% higher.

2.

Which of the following would NOT be helpful to your job search?
a. Thinking about what you value and what interests you.
b. Networking with people who work in your target career.
c. Waiting as long as you possibly can to get started.
d. Considering how your skills match up with the needs of potential employers.

3.

Is your employer required to withhold money from every paycheck you receive to pay federal
taxes?
a. Only if you work for the government.
b. Only if you don’t work for the government.
c. Yes.
d. No.

4.

According to the U.S. Small Business Administration (SBA), 95% of all business failures are
caused by
.
a. too much competition.
b. setting prices too high or too low.
c. the alignment of the stars and planets.
d. the business owner’s lack of experience and expertise.
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Test Yourself.
Instructions:

Answer these questions to test your knowledge.
1.

On average, how much more does a college graduate earn in their lifetime than a high school
graduate?
a. $100,000.
b. $250,000.
c. $500,000.
d. $1 Million.
Key point: If you leave high school without graduating you’ll have more earning power if get your
GED. Getting some college is better than none. Compared to a high school graduate, the average
lifetime earnings of a person with a two-year associate degree are almost 25% higher, and a person
with a four-year degree almost 75% higher.

2.

Which of the following would NOT be helpful to your job search?
a. Thinking about what you value and what interests you.
b. Networking with people who work in your target career.
c. Waiting as long as you possibly can to get started.
d. Considering how your skills match up with the needs of potential employers.

3.

Is your employer required to withhold money from every paycheck you receive to pay federal
taxes?
a. Only if you work for the government.
b. Only if you don’t work for the government.
c. Yes.
d. No.

4.

According to the U.S. Small Business Administration (SBA), 95% of all business failures are
caused by
.
a. too much competition.
b. setting prices too high or too low.
c. the alignment of the stars and planets.
d. the business owner’s lack of experience and expertise.
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Appendix.
Library Articles & Additional Topic Resources.

Use these library articles as a discussion resource or a takeaway for your participants. Remember, the online Hands on
Banking® program has dozens of additional library articles that you can use and distribute for this and other topics.
Visit www.handsonbanking.org to browse all the available articles.
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Getting Your Job Start.
For most people, landing a paid, full-time job is the key step to becoming financially independent and selfsufficient. Here are some tips for launching a successful search:
•

•
•

•

•
•

•

Don’t wait. Even if your family is supporting you now and your financial needs are being met, be
realistic about how soon you’ll need to take responsibility for your own expenses. Remember that it’s
never too early to begin your search. The earlier you start, the more time you’ll have to find a job you
want. If you’re in school now, you can initiate the job search process several years before you graduate: consider what industries and types of jobs interest you, interview people in various occupations,
and research specific companies.
Adopt a plan. An effective job search is usually not a once in awhile, hit-or-miss effort; it takes an
organized approach. Talk to career counselors at your school and look for job-hunting advice online
and in guidebooks. Determine what your job search process will be and follow-through on your plan.
Make time to search. Set aside some time every month or every week to focus on your job search.
By starting your search when you’re still in school, you can hopefully avoid landing on your own in
need of money, feeling pressure to take any paid work that comes along. If you’re already in a job
but aren’t enjoying it, set aside time for an organized search. It will help keep you focused on creating a brighter future.
Be proactive. Explore as many avenues as you can. The more options you have, the better your
prospects become. If you’re in college, look through your school’s job postings; register with
employment agencies and attend career fairs; visit companies’ Web sites to look for employment
opportunities.; post your resume on online job sites and actively search for opportunities on them;
scan classified ads in newspapers and trade magazines.
Network. Make contact with others through alumni groups and trade associations. Network with
family, friends, teachers, and colleagues. Don’t be shy about asking for help to open the door to new
opportunities.
Discover yourself along the way. Some people are fortunate to have a clear idea of jobs and
careers that interest them, while others don’t. Don’t let the lack of a clear vision stop you from
moving forward. Look at your job search as a process of self-discovery, because it is. As you search,
talk with people in different industries and professions and visit their work sites if you can. Ask
them questions about how they got into the field and what their experience has been. You’ll begin
to get a sense of which opportunities you find exciting—and which environments you’d rather
avoid. The process of searching will help you bring your personal goals into sharper focus.
Apply your skills and talents. While you’re searching for your “ideal” job, you may need part-time
or short-term work to cover your expenses. Consider what skills and talents you have that might
be marketable, whether it’s building Web sites, tutoring students, installing audio equipment,
cooking, or carpentry. Meet with one or more temporary job agencies and submit your resume.
They can help you find short-term jobs that can both bring in cash and add to your job experience.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Preparing for Job Interviews.
Job interviews are your chance to make a good first impression, learn more about your potential employer,
and set yourself apart from the competition. Here are some tips for projecting a positive, professional
image at your next interview:

Getting ready.
•

Be informed. Review the company’s Web site. Search online and in print for information about the
company and general industry trends.

•

On the day of the interview, look neat and businesslike. Even if the employees of the company
dress casually, most job search experts recommend that you dress up for an interview unless specifically asked not to. For both men and women, a two-piece matched suit in a conservative color,
fabric, and style is often suggested as the best and safest choice.

On arrival.
•

Arrive about 10 minutes early to fill out the application neatly and in detail.

•

Treat the receptionist respectfully.

•

Remember that the first minute sets the tone for the whole interview. While all of the candidates
may be able to handle the questions, the winning candidate is often one who shows self-confidence, maturity, a sense of humor, and warmth.

During the interview.
•

Greet the boss with a firm handshake, eye contact, and a smile. Researchers have found that
people who make new friends easily tend to make frequent eye contact during conversation. If
you keep the majority of your focus on the other person—looking at their eyes and face, smiling
and nodding as you talk—people will get the sense that you are really paying attention to them…
and they’ll enjoy talking with you!

•

Speak clearly, listen closely, and show interest.

•

Ask about the job and listen carefully to each duty mentioned.

•

Give short, direct answers focusing on what you can do for the company. Describe how your experience and training match the position. Give examples.

•

Many job interviewers ask candidates to give examples of situations where they have taken initiative—i.e., times when they found a way to solve a problem or done something positive without
being asked. Be prepared; think ahead about good examples you can give.

•

Ask questions about the company’s goals and the abilities needed for the job.
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Preparing for Job Interviews (continued).
During the interview (continued).
•

Discuss salary only after the employer mentions a figure. Many job search experts suggest that you
write “Open” in the space for “Desired Salary” on a job application—and only discuss salary at an
interview after the employer names an amount.

•

End the interview with an appreciative “thank you.”

Follow-up tips.
•

Get a business card from the employer and send a personal thank you note. Reconfirm your interest and why you’d be an asset to the company.

•

If you don’t hear from the employer after a week or so, consider following-up with an email or call
to express your continued interest.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Introduction to Income Tax.
In the United States, a percentage of all the money that individuals and businesses earn and spend is collected by federal, state and local governments for use in public spending. Individuals and businesses are
required to pay various kinds of taxes, such as sales tax, property tax, payroll tax, and income tax.
Income taxes are the primary source of revenue for the federal government. Many states, and even some
towns and cities, also impose income taxes. For many individuals, federal income tax is the largest category of tax they pay. So to be a good money manager, it’s important to understand some basic concepts
about federal income tax:
•

A tax return is a pre-printed or electronic form you fill out to report information that the federal
Internal Revenue Service (IRS) uses to calculate your taxes. One example of a federal tax return is
an IRS Form 1040.

•

Filling out a tax return form and submitting it to the IRS is called filing your taxes. Some people
hire a professional to fill out their tax forms while others do the work themselves.

•

The possible advantages to hiring a professional tax preparer include:
1. Expert review and advice.
2. They may give you tax-saving suggestions.
3. Professional support in case of an audit. (This is when the taxing agency decides to carefully
review your return to determine whether the information is true, the tax amount has been
calculated correctly, and the positions taken on the return are permitted by law.)

•

Possible disadvantages include:
1. You have to pay for this service.
2. During the busy tax season, you may have to wait your turn while your preparer takes care of
other customers.
3. Even professionals can make mistakes, and in some states, there are no licensing laws for tax
preparers. Determine whether the preparer you’re considering has knowledge, experience,
and a good track record in business.

•

Possible advantages to preparing your own tax returns include:
1. Free; you don’t pay someone else.
2. You gain valuable financial experience.
3. You have total control over your tax information and paperwork. If you use tax software, it may
help you reduce errors or even identify deductions, and filing electronically is instant. Check to
see if you’re eligible for free software through the irs.gov website.

•

Possible disadvantages include:
1. You could make potentially costly mistakes.
2. You may not be aware of all the deductions (reductions in taxable income) to which you’re entitled.
3. Some tax software can be confusing and may cost as much as hiring a professional tax preparer.
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Introduction to Income Tax (continued).
•

Consider preparing your taxes yourself and then taking them to a professional to look over, fix any
errors, and finalize the forms. This approach could give you both good experience and peace of mind.

•

If you are a U.S. citizen or resident alien, whether you must file a federal income tax return depends
upon your gross income, your filing status (see below), your age, and whether you are a dependent (i.e., you depend on someone else for financial support).

•

The amount of income tax you pay is based on your gross earned income (salaries, wages, tips,
and dividends if you own stock) plus unearned income (for example interest income, dividend
income, or capital gains), less deductions, exemptions or credits. The resulting amount—the
amount that is subject to federal income taxes—is called your taxable income.

•

A deduction is an amount that reduces your taxable income and therefore reduces the tax to be
paid. The federal government offers a number of different kinds of deductions.

•

The standard deduction is a dollar amount set by the federal government that reduces the
amount of income on which you are taxed. Most taxpayers have a choice of taking a standard
deduction or itemizing (separately listing) their deductions. If you have a choice, you can use the
method that gives you the lower tax.

•

Taking the standard deduction can make it quicker and easier to file your taxes; however, many
taxpayers choose to itemize their actual deductions, such as medical expenses, charitable contributions, and taxes.

•

You may benefit from itemizing your deductions if you:
1. do not qualify for the standard deduction, or the amount you can claim is limited,
2. had large uninsured medical or dental expenses during the year,
3. paid interest and taxes on your home,
4. had large unreimbursed employee business expenses or other miscellaneous deductions,
5. had large uninsured casualty or theft losses,
6. made large contributions to qualified charities, or
7. have total itemized deductions that are more than the standard deduction to which you are
otherwise entitled.

•

Before you can determine which IRS form to use when you file, the amount of your standard
deduction, and your correct tax, you must determine your filing status.
There are five filing statuses:
1. Single;
2. Married, Filing Jointly,
3. Married, Filing Separately,
4. Head of Household, and
5. Qualifying Widow(er) with Dependent Child.
You also use your filing status in determining whether you are eligible to claim certain other
deductions and credits. If more than one filing status applies to you, choose the one that will give
you the lowest tax.
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Introduction to Income Tax (continued).
•

The term withholding refers to “pay-as-you-earn” taxation. It’s when your employer takes out a
certain amount from your check to pay taxes to the government. If you are an employee, at the
end of the year, your employer will issue you an IRS form W-2 that summarizes your taxable wages
and the taxes that the employer has deducted or “withheld,” from your pay. Independent contractors receive a form 1099 listing the amount they were paid.

•

A tax refund is an amount that the government gives back to you if you have paid more taxes
than were due.

How to learn more and get tax help.

You can order free publications and forms, ask tax questions, and get help with unresolved tax issues by
contacting the Internal Revenue Service (IRS). You can contact the IRS in a variety of ways, including:
Online at www.irs.gov.
•
•
•
•

E-file your return.
Check the status of your refund.
Download forms, instructions, and publications.
Order IRS products.

Telephone.
•
•
•

To order forms, instructions, and publications, call 1-800-829-3676. You should receive your order
within 10 days.
Call the IRS with your tax questions at 1-800-829-1040.
Call 1-800-829-44477 for Teletax, pre-recorded messages covering various tax topics.

Walk-in.
•
•

•

In addition to IRS offices, many post offices and libraries offer certain IRS forms, instructions, and
publications.
Some IRS offices, libraries, grocery stores, copy centers, city and county government offices, credit
unions, and office supply stores have a collection of products available to print from a CD or photocopy from reproducible proofs.
You can walk in to your local Taxpayer Assistance Center for personal, face-to-face tax help. To find
out the location of your local office, go to www.irs.gov/localcontacts, or look in the phone book
under United States Government, Internal Revenue Service.

The information contained herein is being provided as-is and without representation or warranty. The enclosed
information is not intended as legal, tax or financial planning advice. Any discussion of tax or accounting matters herein (including any attachments) should not and may not be relied on by any recipient or reader. The
recipient/reader should consult his/her tax adviser, legal consultant and/or accountant for a statement of tax
and accounting rules applicable to his/her particular situation and for all other tax and accounting advice.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Topic 3 — Spending Smart

Topic Overview.
This topic teaches participants how to create a strategy for making the most of the money they have. They learn how
to become a savvy shopper and take advantage of tips for everyday shopping and major purchase. Finally, they are
introduced to the ins and outs of shopping for a car and renting an apartment.
This topic has five lessons:
1.

The value of $.

2.

Have a plan?

3.

Be a savvy shopper.

4.

Smart car buying.

5.

Renting an apartment.

These lessons include a number of hands-on participant activities. Use these activities to help simulate real-world
scenarios and activities with your participants.
This instructor guide is based on and follows the structure of the online Hands on Banking® program. We invite you to
use and experience the online program as it is an excellent resource that will support your instructional efforts and
enhance your participants’ experience. It includes a variety of interactive lessons and many helpful resource library
articles to augment this guide. Visit www.handsonbanking.org to access the program. Should you require a CD
ROM to access the program you may request a free copy at HOBCD@wellsfargo.com.
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Instructor’s Guide — Young Adults.
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Topic 3 — Spending Smart

Glossary.
Instructor note:

The Glossary contains definitions and descriptions of valuable terms and phrases related to this topic. Encourage your participants to use the Glossary during and after the class to become more familiar and comfortable with the terminology.
Photocopy the glossary on the next page and hand it out to your participants.
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Topic 3 — Spending Smart

Glossary.
Appreciation

The amount of value an item such as a car, home or stock, gains over time from the original purchase price.

Co-sign

A second person who signs your credit or loan application. Just like the borrower, the
co-signer on a loan is equally responsible for repaying the debt. Also called a co-borrower.

Cost of living

The cost of maintaining a standard of living based upon costs of goods and services.

Credit check

A lender, landlord, employer, or insurer’s inquiry at a credit bureau for the purpose of
evaluating the credit history of an applicant.

Credit rating

An evaluation of an individual’s or business’s financial history and the ability to pay
debts. Lenders use this information to decide whether to approve a loan. The credit rating is usually in the form of a number or letter.

Depreciation.

A loss of value in real property brought about by age, physical deterioration, functional
or economic obsolescence.

Discretionary expenses.

The purchase of goods or services which are not essential to the buyer, or are more
expensive than necessary. Examples include entertainment and restaurant meals.

Fixed expenses.

For an individual, a fixed cost is an expense that stays the same each month, such as rent
or a car payment. For a business, a fixed cost is an expense that does not vary depending
on production or sales levels, such as an equipment lease or property tax.

Flexible expenses.

An expense that you can control or adjust, for example, how much you spend on groceries, clothes, or long distance phone calls.

Gross income,
gross salary.

For an individual, the full amount of money earned during a specific time period. For a
business, the pre-tax net sales minus the cost of goods sold.

Income.

For an individual, income means the amount of money received during a period of time,
including money received in exchange for labor or services, from the sale of goods or
property, or as profit from financial investments. For a business, income is revenues (all
the money brought in) minus cost of sales, operating expenses, and taxes, over a given
period of time.

Interest.

The amount of money paid by a borrower to a lender in exchange for the use of the
lender’s money for a certain period of time. For example, you earn interest from a bank if
you have a savings account and you pay interest to a lender if you have a loan.

Landlord.

The owner of a property that is leased or rented.

Lease.

A contract by which one party (lessor) gives to another (lessee) the use and permission
of an item, such as an automobile or apartment, for a specified time and fixed payments.

Loan.

An agreement between a borrower and a lender, where the borrower agrees to repay
money with interest over a period of time.
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Topic 3 — Spending Smart

Glossary.
Net income.

For a business, the amount of money earned after all expenses and taxes. For an individual, total take-home pay after all deductions (taxes, social security, etc.). Also called after
tax income or net salary.

Preapproval

A written commitment from a lender, subject to a property appraisal or other stated
conditions, that confirms the price of home a potential borrower can afford.

Security deposit

An amount that you may be required to pay the landlord for protection for any potential
damage to rental property.

Spending plan

Also known as a budget, a method of tracking your monthly income and expenses.

Take-home pay.

See “Net Income.”

Term.

A period of time over which a loan is scheduled to be repaid. For example, a home mortgage may have a 30-year term, meaning it must be repaid within 30 years.

Warranty

A written guarantee of the quality of the product that is issued by the seller and/or
manufacturer.
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Topic 3 — Spending Smart

Lesson 1: The Value of $.
This lesson gives participants the opportunity to pre-test their knowledge about key concepts introduced in this topic.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Identify key phrases and definitions related to smart spending.

The Basics.
•

Spending money is fun, but the important thing is getting the most you possibly can from
what you spend.

•

By shopping smart, you can not only save money, but also get things that are valuable to you
that you really use and enjoy.
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Topic 3 — Spending Smart
Are You a Smart Spender? (Instructor Copy).
Instructor note:

Write all the credit terms on a chalkboard/whiteboard or large piece of paper. Divide your class into
groups. Tell your participants that you will read a partial definition of each term. Each group’s spokesperson will have fifteen seconds to state the correct term once you stop reading the definition. Each correct
answer earns one point. If a group cannot answer, another group can steal. Then, go through each term
and mention the key points from the chart below.
Feel free to add other definitions and terms to this list.

Instructions:

Have participants state the correct term for the definition that’s read.
Strategy for using your income to meet your goals
Spending plan.

Warranty.

Auto lease.

•

A spending plan can help you pay your bills, save, and have money
left over every month.

Performance guarantee given to a buyer of goods or services.
•

For big purchases, getting a warranty is a good idea.

Contract to use a car for a specific period of time.
•

There are potential benefits and drawbacks to leasing a car.

The amount you pay for insurance.
Premium.

•

It’s a good idea to understand the basics of insurance, including
key terms like “premium.”

Co-pay.

Detractor.

Deductible.

Detractor.

Car insurance.

Detractor.
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Topic 3 — Spending Smart

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Value of $ lesson:
•

Spending money is fun, but the important thing is getting the most you possibly can from
what you spend.

•

By shopping smart, you can get things that are valuable to you that you really use and enjoy.
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Topic 3 — Spending Smart

Lesson 2: Have a Plan?
In this lesson, participants learn how to create a one-page strategy for making the most of the money they have. The
lesson also provides great tips for prioritizing their bill payment to make their monthly income last.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Create a one-page strategy for making the most of their money.

•

Explain what to pay first to make their monthly income last.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Do any of you currently keep a monthly budget?

•

Why do you think you should have a written plan for how you will spend your money?

•

Do you see a plan or budget as a hindrance or a guide? Why?

•

What things do you seem never to have enough money to purchase? How do you think a plan
could help you with that?

•

When you go shopping what are some of the ways you save money?

The Basics.
•

A spending plan can help you make the most of your money and reach your financial goals. It is
your personal strategy.

•

A spending plan is easy to create—on a piece of paper, write down the money you have coming in and what you spend in an average month. Putting it down on paper helps you see where
you can improve and make better money decisions.

•

As you begin to create your spending plan, you will write down how much money that comes
in during an average month and then decide how to spend it.

•

A spending plan can help you live within your means.

•

The right spending plan can help you set aside enough to pay your bills, for example, have
some savings for emergencies, and some money left over in your pocket every month.

Before you start the lesson, use the following scenario to get participants thinking.
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Topic 3 — Spending Smart
What should Daneeka pay first? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Daneeka’s story
and choose the best decision for her. Instruct them to also write a few sentences about why they selected
an answer. Then, ask participants to share their answers and opinions and lead a discussion.

Instructions:

Have your participants read Daneeka’s situation and then choose the best decision for her. Then, in
the space provided, have them explain why they think this is the best choice.

Daneeka’s story:

Daneeka wants to pay for things in the right order so that her monthly income covers her needs.
1.

The first thing I’ll do is set aside the money I need for everyday expenses, like groceries and
bus fare.

2.

I know I have some big expenses coming, so I’d better set that money aside first.

3.

Before I do anything else, I’m going to pay my bills.

Key points:
•

There are many potential penalties if she pays late—late fees, losing things she bought on
credit, even being evicted from her apartment!
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Topic 3 — Spending Smart
What should Daneeka pay first?
Instructions:

Read Daneeka’s situation and then choose the best decision for her. Then, in the space provided,
explain why you think this is the best choice.

Daneeka’s story:

Daneeka wants to pay for things in the right order so that her monthly income covers her needs.
The first thing I’ll do is set aside the money I need for everyday expenses, like groceries and bus fare.
1.

The first thing I’ll do is set aside the money I need for everyday expenses, like groceries and
bus fare.

2.

I know I have some big expenses coming, so I’d better set that money aside first.

3.

Before I do anything else, I’m going to pay my bills.
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Topic 3 — Spending Smart
Spending Step-by-Step Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Distribute the handout to participants, but ask
them to keep it face down. Explain to participants that when you give the signal, they should flip over
their activity handout and place the steps listed in the right order to help them make their monthly
income last. The first person finished wins!
Then, lead a discussion focusing on the key points below. Ask participants if they use any other steps for
their monthly budget or plan or ask them to consider what other steps might be beneficial.

Instructions:

To make your monthly income last, in what order should you pay for things? Have your participants
place these items in the correct order.
Step 1—Pay your monthly bills.
There are many potential penalties if you pay late, such as late fees, losing possession of things
you’ve bought on credit, even being evicted from an apartment!
Step 2—Set aside the money you’ll need for your weekly and day-to-day expenses.
Such as groceries and bus fare.
Step 3—Put money into savings.
Try to build two months of take-home pay for an unexpected financial emergency.
Step 4—Set aside money for larger expenses.
You will know these large expenses are coming—such as car repairs or appliances.
Step 5—Set aside money for your major future goals.
Such as a home, college education, a new car, or travel.

Step 6—If you begin to earn more, increase the amount you save as much as you can.

Help participants take their money management skills to the next level by creating their own
Spending Plan.
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Topic 3 — Spending Smart
Spending Step-by-Step Activity.
Instructions:

To make your monthly income last, in what order should you pay for things? Place these steps in the
correct order.
Pay your monthly bills.
Set aside money for weekly and day-to-day expenses.
Put money into savings.
Set aside money for larger expenses.
Set aside money for your major future goals.
If you begin to earn more, increase the amount you save as much as you can.
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Topic 3 — Spending Smart
What is a Spending Plan? (Instructor Copy).
Instructor note:

Photocopy the activity handouts on the following pages. Divide the class into small groups. Mention the
key points of a Spending Plan, then distribute the first (blank) activity handout. Instruct participants to
answer the questions in the space provided. When groups are finished have them share their responses
and note those on a whiteboard/chalkboard or large piece of paper. Then distribute the completed activity handout and continue the discussion about the importance of a spending plan/budget.

Key points:
•

It’s simple to create a Spending Plan—write down how much money comes in during an average month and then decide how you’re going to spend it.

•

Putting it down on paper helps you see where you can make better money decisions.

•

The right spending plan can help you set aside enough to pay your bills, have some savings for
emergencies, and some money left over in your pocket…every month.

•

Create a spending plan you can live with. Be realistic and flexible. The trick is to live within your
income so you can pay expenses but still have some money left-over for your own flexibility.

•

Review your plan every month. Adjust it as your income and expenses change.

•

Savings is a discretionary expense—it’s up to you to decide how much of your money you’re
going to set aside for your future. Don’t forget to “pay yourself” by saving!

What is the difference
between income and
take-home pay?

Why and how should you
track your spending?

•

There is a difference between your income (the total amount
you earn) and your take-home pay (net income).

•

Net income = the amount of money earned after taxes, insurance, or other costs have been subtracted.

•

Base your spending plan on your take-home pay.

•

To get a clear picture of your spending right now, keep a
spending diary for a month or two.

•

Save your receipts. Write down items and amounts for what
you spend.

There are three types of expenses.
1.

2.
List an example for
each of these three types
of expenses.

3.

Fixed expenses:
•

Regular amounts that generally don’t change much.

•

Monthly expenses like rent or car payments.

•

Bills you receive less often, like car registration or insurance.

Flexible expenses:
•

Occur on a regular basis and are also for necessities.

•

You have more control over how much you spend.

•

For example, you can control how much you spend on
groceries or how many long distance phone calls you make
in a month.

Discretionary expenses:
•

Money you choose to spend, but don’t necessarily have
to spend.

•

Could include clothes, movies, and dining out.
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Topic 3 — Spending Smart
What is a Spending Plan? (Instructor Copy) (continued).
What should you do
if find there’s not
enough income to
cover expenses?

•

After writing your spending plan, you may find that there’s not
enough money to go around.

•

Fixed expenses may be difficult to change so look for ways
to decrease your flexible/discretionary expenses—and/or,
increase your income.

•

Most people can’t afford everything they want, so they make
tradeoffs.

•

Making tradeoffs may mean giving up things or buying something less expensive, so you can afford things that are valuable
to you.

•

Tradeoffs may also relate to how you spend your time. To make
more money at your job, you may have to work more hours.

What are trade-offs?

A spending plan can help you live within your income. That means not spending money faster
than you earn it and not borrowing more money than you can afford to repay.
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Topic 3 — Spending Smart
What is a Spending Plan?
Instructions:

Answer the questions in the space provided.

What is the difference
between income and
take-home pay?

.

Why and how should you
track your spending?

.

List an example for
each of these three types
of expenses.

1.

Fixed expenses:

.
.
2.

Flexible expenses:

.
.
3.

Discretionary expenses:

.
.
What should you do
if find there’s not
enough income to
cover expenses?

.

What are trade-offs?

.

A spending plan can help you live within your income. That means not spending money faster
than you earn it and not borrowing more money than you can afford to repay.
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Topic 3 — Spending Smart
Create Your Own Spending Plan Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page and distribute to participants. Using the category
examples below ask various participants which category each of these belong in. Then briefly review
other items on the full plan to ensure they understand the three expense categories.
Consider challenging your participants to track their expenses for a month using this form.

Instructions:

This is a sample spending plan. Have your participants write the correct category name in each
blank field on the spending plan.
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Spending Plan Worksheet.
Categories:

Salary from Job 1.
Housing (rent/mortgage).
Car insurance.
MONTHLY INCOME.
Salary from Job 1.
Salary/Wages from Job 2.
Other Income.
Total Monthly Income.
MONTHLY EXPENSES.

Groceries.
Telephone (including cell phones).
Dining out.
Estimate/Goal.

Actual Earned.

$ .Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.

Estimate/Goal.

$.Fill in the blank.
$.Fill in the blank.

Actual Spent.

Fixed Expenses.
Housing (rent/mortgage).
Car loan payments.
Car insurance.
Other debt payments (credit cards/loans).
Other:

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.

Flexible Expenses.

Groceries.
Gas.
Telephone (cell phones too).
Utilities.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

Discretionary Expenses.
Clothing.
Dining out.
Gifts.

Total Monthly Expenses.

$.Fill in the blank.
$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

Other:

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

Savings.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.

Entertainment.

$.Fill in the blank.
$.Fill in the blank.

$.Fill in the blank.

Other:

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

Household items.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.

To get the most for your money, put some quality time and thought into your plan. And remember
to update it as your situation changes.
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Topic 3 — Spending Smart
Create Your Own Spending Plan Activity.
Instructions:

This is a sample spending plan. Write the correct category name in each blank field on the spending
plan as part of the discussion

Categories:

Salary from Job 1.
Housing (rent/mortgage).
MONTHLY INCOME.
Salary/Wages from Job 2.
Other Income.
Total Monthly Income.
MONTHLY EXPENSES.

Car insurance.
Groceries.
Estimate/Goal.

Telephone (including cell phones).
Dining out.
Actual Earned.

$ .Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.

Estimate/Goal.

$.Fill in the blank.
$.Fill in the blank.

Actual Spent.

Fixed Expenses.
Car loan payments.
Other debt payments
(credit cards/loans).
Other:

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

Flexible Expenses.

Gas.

$.Fill in the blank.

Utilities.
Household items.
Other:

$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.

Discretionary Expenses.
Clothing.
Entertainment.
Gifts.
Savings.
Other:
Total Monthly Expenses.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.

$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.
$.Fill in the blank.

To get the most for your money, put some quality time and thought into your plan. And remember to update it as your situation changes.
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Topic 3 — Spending Smart

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Have a Plan lesson:
•

A spending plan can help you make the most of your money and reach your financial goals. It is
your personal strategy.

•

A spending plan is easy to create—on a piece of paper, write down the money you have coming in and what you spend in an average month. Putting it down on paper helps you see where
you can improve and make better money decisions.

•

As you begin to create your spending plan, you will write down how much money that comes
in during an average month and then decide how to spend it.

•

A spending plan can help you live within your means.

•

The right spending plan can help you set aside enough to pay your bills, for example, have
some savings for emergencies, and some money left over in your pocket every month.

Additional Activities.
These activities are designed to extend the new concepts presented in the Have a Plan? Topic. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Create a Spending Plan for yourself and commit to follow it for a month or two. When the time
is up, record your savings or overages and then fine tune your plan for the next several months.
If you do have extra money, decide what to do with it—put it in a savings account, a Certificate
of Deposit, or earmark it for something special.

•

Look at the resource handout that lists the five steps (such as pay your monthly bills or put
money into savings) to help make your monthly income last. Then, try to follow these steps for
a month or two to see how it works.

•

Decide on an item, or trip, or something special that you’d like. Use your Spending Plan to
define how you will save and when you think you’ll be able to achieve your goal.
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Lesson 3: Be a Savvy Shopper.
In this lesson, participants learn helpful tips for saving money day-to-day as well as a step-by-step guide for making
major purchases the smart way.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain the step-by-step guide for how to make smart choices for major purchases.

•

Explain helpful tips for saving money day to day.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

What do you consider is a big purchase for you?

•

How would you plan your spending to make this big purchase?

•

Have you ever gone shopping and bought something impulsively and then asked yourself
‘why did I buy this’ when you got home or the next day?

•

What kinds of situations make you want to shop more or shop less?

•

How often do you shop? (for items other than necessities, like groceries)

The Basics.
•

Consider your needs and your budget before you buy a major item.

•

Research thoroughly and comparison shop before making a purchase.

•

Find the best overall value for your item and always follow up if there is a problem.

•

Resist impulse buying and follow our tips and techniques for spending less and saving more.

Before you start the lesson, use the following scenario to get participants thinking.
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Topic 3 — Spending Smart
Rafael’s cell bill is out of control (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Rafael’s story
and choose the best decision for him. Instruct them to also write a few sentences about why they selected
an answer. Then, ask participants to share their answers and opinions and lead a discussion. Ask participants to share their own cell phone experiences that may be similar to Rafael’s.

Instructions:

Have your participants read Rafael’s situation and then choose the best decision for him. Then, in
the space provided, have them explain why they think this is the best choice.

Rafael’s story:

Rafael is ready to sign up with a new cell phone provider. He wants to reduce his cell phone
expense—and avoid the “surprise” of another huge bill.
1.

I’m going to look at how many minutes and messages I’ve been using, compare companies and
plans online, and read the contract before I sign.

2.

I’m going to sign-up for the best “new customer” deal I can find. Those are always the cheapest.

3.

It’s just confusing to compare companies and plans. I’m going to ask one experienced salesperson. If I trust them, I don’t need to read the contract.

Key points:
•

Rafael’s best choice is to compare companies and plans and read the contract carefully before
he signs.

•

This will help him control his costs. Having a bill he can always pay on time and in full is an
important step in building good credit.

•

By doing online research, he can compare the websites of the different companies rather than
base his decision on price alone. Some companies also let you review your account online or
phone in for free to keep track of your cell phone usage. Try it.

•

Whether you’re buying products or services, comparison shopping and reading contracts are
two keys to smart money management

Watch out! High text messaging charges can add up to hundreds of dollars a month! Exceeding
the number on your plan may mean being charged $.10 for each text you send and $.02–.10
for each you receive.
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Rafael’s cell bill is out of control.
Instructions:

Read Rafael’s situation and then choose the best decision for him. Then, in the space provided,
explain why you think this is the best choice.

Rafael’s story:

Rafael is ready to sign up with a new cell phone provider. He wants to reduce his cell phone
expense—and avoid the “surprise” of another huge bill.
1.

I’m going to look at how many minutes and messages I’ve been using, compare companies and
plans online, and read the contract before I sign.

2.

I’m going to sign-up for the best “new customer” deal I can find. Those are always the cheapest.

3.

It’s just confusing to compare companies and plans. I’m going to ask one experienced salesperson. If I trust them, I don’t need to read the contract.

Watch out! High text messaging charges can add up to hundreds of dollars a month! Exceeding
the number on your plan may mean being charged $.10 for each text you send and $.02–.10
for each you receive.
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Topic 3 — Spending Smart
Are you a Smart Shopper? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into small groups and have them brainstorm tips to for each of the topics listed in the left had column of this chart. At least one tip must be something
that one member of the group currently does to save money and shop smart. Then have each group report their
tips. When they’re finished, distribute the filled out chart on the page after next and discuss these key points.

Instructions:

Have your participants list several tips for each shopping situation.

At the store.

•
•
•

Food
shopping.

Credit card
tips.

Cell phone
tips.

•
•
•
•
•
•
•
•
•

Take
advantage
of discounts.

Skip the rest,
save for best.

•
•

•
•
•

Find a
creative way.

•
•

Resist impulse buying!
Ask: Do I really need it? Do I need it today? What if don’t buy it now? Can I
do this at a lower cost?
Limit the cash you carry; shop with a spending plan in mind; avoid ATM
fees; watch for sales; wait for the right price; look for coupons & rebates.
Save money by eating at home; make a shopping list for the grocery store;
watch for sales and coupons; buy products you use frequently in large sizes
or bulk quantities.
Don’t go food shopping when hungry.
Use a credit card to purchase larger, lasting items; limit the number of credit
cards you have; avoid having a monthly credit card balance greater than
10% of your monthly net income.
Don’t use credit cards to buy things you really can’t afford—avoid debt!
Shop for a package deal.
Watch out for high text messaging and web access charges.
Read the contract before you sign; ask questions; make sure you understand all features & fees.
Deep track of your usage; pay your bill on time and in full.
You may be eligible for discounts if you have a valid student or military, ID,
or other organization memberships.
Research the benefits and ask stores what cards they honor for discounts.
Some grocery and drug stores offer savings cards for customers.
Some stores and businesses offer their employees a special discount on
merchandise. Consider getting a seasonal job at a store where you plan to
do your holiday shopping, for example.
Consider skipping a few low-cost purchases you could do without in order
to save for one item you really value.
Bypass small luxuries (like fancy coffees and movie rentals) for a few
months. Use the money to help you afford one great travel experience.
How can you obtain something you want at a lower cost or even for free?
For example, you could hear a concert by volunteering to usher.
Or you might get some friends together in order to qualify for a volume or
group discount.
Share magazine subscription w/ a friend instead of buying single issues.

For more information about buying on credit, guide participants to the topic All About Credit. Next,
they’ll get advice about major purchases.
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Are you a Smart Shopper?
Instructions:

List several tips for each shopping situation.

At the store.

Food
shopping.

Credit card
tips.

Cell phone
tips.

Take
advantage
of discounts.

Skip the rest,
save for best.

Find a
creative way.
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Are you a Smart Shopper?
•

Resist impulse buying!

•

Ask: Do I really need it? Do I need it today? What if don’t buy it now? Can I
do this at a lower cost?

•

Limit the cash you carry; shop with a spending plan in mind; avoid ATM
fees; watch for sales; wait for the right price; look for coupons & rebates.

•

Save money by eating at home; make a shopping list for the grocery store;
watch for sales and coupons; buy products you use frequently in large sizes
or bulk quantities.

•

Don’t go food shopping when hungry.

•

Use a credit card to purchase larger, lasting items; limit the number of credit
cards you have; avoid having a monthly credit card balance greater than
10% of your monthly net income.

•

Don’t use credit cards to buy things you really can’t afford—avoid debt!

•

Shop for a package deal.

•

Watch out for high text messaging and web access charges.

•

Read the contract before you sign; ask questions; make sure you understand all features & fees.

•

Deep track of your usage; pay your bill on time and in full.

•

You may be eligible for discounts if you have a valid student or military, ID,
or other organization memberships.

•

Research the benefits and ask stores what cards they honor for discounts.
Some grocery and drug stores offer savings cards for customers.

•

Some stores and businesses offer their employees a special discount on
merchandise. Consider getting a seasonal job at a store where you plan to
do your holiday shopping, for example.

•

Consider skipping a few low-cost purchases you could do without in order
to save for one item you really value.

•

Bypass small luxuries (like fancy coffees and movie rentals) for a few
months. Use the money to help you afford one great travel experience.

•

How can you obtain something you want at a lower cost or even for free?
For example, you could hear a concert by volunteering to usher.

•

Or you might get some friends together in order to qualify for a volume or
group discount.

•

Share magazine subscription w/ a friend instead of buying single issues

At the store.

Food
shopping.

Credit card
tips.

Cell phone
tips.

Take
advantage
of discounts.

Skip the rest,
save for best.

Find a
creative way.

Not sure where your money’s going? It’s easy to keep track of your spending: keep your
receipts and review your monthly statements. Check them both against your Spending Plan.
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Making Major Purchases (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•
How do you select an item to purchase? Lowest price? Latest fad?
•

What do you think should be a goal when you spend money?

•

Who has recently bought something big? How did you decide which model/brand? Are you satisfied
with your purchase?

•

How can you safeguard yourself against problems when buying something big?

Then, distribute this activity handout and use it for your discussion.
Ever buy something big and then regret it later? Follow these steps to make sure you’re always a
satisfied buyer.

To be a highly satisfied buyer…
Consider
your needs.

Check
your budget.

Research first.

Comparison
shop.

Shop for value.

Is this item something you want or truly need? Ask yourself what needs
you’re trying to fill by making this purchase.

Decide how much you can spend on this purchase and still cover your other
expenses. Watch for sales and special offers. Depending on the item and the
store, you may be able to negotiate the price.

Inspect and try before you buy. Research product claims. Ask others for
advice. Determine when, how, and where to buy the item to get the most
for your money. Check warranties carefully.

Shop around by Internet to save you time, effort, and transportation costs.
Compare ads in newspapers and catalogues. Call three stores to compare
prices, models, and return policies.

Remember: your goal is best overall value, not just the lowest price. Look for
the features and quality you want, good customer service, a fair price, and a
flexible return policy.

Save your receipts. Return unsatisfactory products. If there’s a problem before or after you buy,
speak to the store manager. They should be motivated to solve your problem and keep you as
a customer.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SPENDING SMART • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 27 of 68

Topic 3 — Spending Smart
Making Major Purchases.
Ever buy something big and then regret it later? Follow these steps to make sure you’re always a
satisfied buyer.

To be a highly satisfied buyer…
Consider
your needs.

Check
your budget.

Research first.

Comparison
shop.

Shop for value.

Is this item something you want or truly need? Ask yourself what needs
you’re trying to fill by making this purchase.

Decide how much you can spend on this purchase and still cover your other
expenses. Watch for sales and special offers. Depending on the item and the
store, you may be able to negotiate the price.

Inspect and try before you buy. Research product claims. Ask others for
advice. Determine when, how, and where to buy the item to get the most
for your money. Check warranties carefully.

Shop around by Internet to save you time, effort, and transportation costs.
Compare ads in newspapers and catalogues. Call three stores to compare
prices, models, and return policies.

Remember: your goal is best overall value, not just the lowest price. Look for
the features and quality you want, good customer service, a fair price, and a
flexible return policy.

Save your receipts. Return unsatisfactory products. If there’s a problem before or after you buy,
speak to the store manager. They should be motivated to solve your problem and keep you as
a customer.
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Topic 3 — Spending Smart
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Shopping and Spending Tips.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 3 — Spending Smart

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Be a Savvy Shopper lesson:
•

Consider your needs and your budget before you buy a major item.

•

Research thoroughly and comparison shop before making a purchase.

•

Find the best overall value for your item and always follow up if there is a problem.

•

Resist impulse buying and follow our tips and techniques for spending less and saving more.

Additional Activities.
These activities are designed to extend the new concepts presented in the Be a Savvy Shopper lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Write down everything you bought last week. Consider your list—were they any impulse items?
Did you comparison shop for any large ticket items? Is everything on your list something you
needed or just wanted?

•

Think about a large ticket item that you’re planning to buy in the future. Begin doing your
research following the tips you learned in this lesson. Find at least three different brands and
research their features and prices online and in store. Create a chart of the likenesses, differences, capabilities, pricing and warranty options. You’ll be well on your way to making an
informed purchase!

•

Think about different things you currently do or buy, that with a little creativity, you can get for
a lower cost or even free. Do you buy magazines off the shelf? Consider buying a subscription
with a friend. Do you want to see more plays or concerts? Volunteer to help with the production. Think about changing your cell phone service to a pay as you go so you don’t have to pay
penalties for going over your minutes.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SPENDING SMART • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 30 of 68

Topic 3 — Spending Smart

Lesson 4: Smart Car Buying.
This lesson provides a realistic look at the costs of car ownership. Participants will consider whether they really need a
car and how to afford one if they do. They’ll learn the pros and cons of owning vs. leasing and gain useful tips for car
shopping.

Learning Objectives.

After completing this lesson, participants will be able to:
•
Consider all the costs involved when they determine what they can afford while car shopping.
•

List the potential benefits and drawbacks of leasing a car.

•

List the pros and cons of buying a new or used car.

•

Explain good tips to use while car shopping.

•

Understand basic car insurance terms and concepts.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•
How many of you currently own a car?
•

What things were important to you when you went to buy this car?

•

How did you prepare to cover the cost of the car?

•

What is important to consider when you shop for a new car?

•

What are some options to owing a car? Is there a positive impact on your financial situation?

•

Does car shopping seem intimidating to anyone here? Why?

•

What are other costs you will need to factor into your monthly budget/spending plan when
you are buying a car?

The Basics.
•

If you’re one of the millions of people who decide to get a car, the main thing is just be realistic
about what it’s going to cost you.

•

Owning a car is definitely fun but it’s a major responsibility and expense too.

•

There’s more to consider than just the cost of the car—extra expenses such as gas, parking,
maintenance, repairs, insurance, taxes, and fees.

•

The value of your car goes down the more you put miles on it.

•

Leasing a car is an option and has potential benefits, but consider the drawbacks as well.

•

Deciding between buying a new and used car may be a difficult decision—weigh the pros and
cons of both options.

•

Car insurance is critical to your protecting yourself financially. Consult with professionals before
you buy.

Before you start the lesson, use the following scenario to get participants thinking.
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Should Megan Buy a Car? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Megan’s story
and choose the best decision for her. Instruct them to also write a few sentences about why they selected
an answer. Then, ask participants to share their answers and opinions and lead a discussion.

Instructions:

Have your participants read Megan’s situation and then choose the best decision for her. Then, in
the space provided, have them explain why they think this is the best choice.

Megan’s story:

Megan’s new job starts in three weeks. She’s trying to figure out the best way to commute that’s
convenient but economical, too.
1.

Now that I have a full-time job, I should invest in a new car. I’ll get to work on time and do my
errands faster. Plus I can go away on weekends!

2.

I’ll try public transportation first and then ask around at the office about ride sharing.

3.

Maybe I won’t even need a car. I think I’ll buy a really inexpensive used car. That will give me all
three things I want—convenience, flexibility, and low cost.

Key points:
•

Megan’s best choice is to try public transportation first and ask around at the office about ride sharing.

•

She may find she can get by just fine without a car. If so, she’ll save lots of money—not to mention help the environment.

•

She’ll save the cost of a down payment, monthly loan payments, and expenses such as insurance, gas, maintenance, and repairs.

•

She may not always be able to travel exactly where, when, and how quickly she wants to, but
she may avoid a major expense.

•

She may realize she does not like her job. Not having car payments will give her the flexibility to
look for another job without the pressure of having to make monthly car payments.

•

If you can walk or bike, you’ll save money, get free exercise, and help reduce traffic and pollution.
Depending on the state, some car rental companies will not rent to younger customers or
charge much higher rates. Do some research and shop around.

Next, your participants will get a reality check on car ownership costs.
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Topic 3 — Spending Smart
Should Megan Buy a Car?
Instructions:

Read Megan’s situation and then choose the best decision for her. Then, in the space provided,
explain why you think this is the best choice.

Megan’s story:

Megan’s new job starts in three weeks. She’s trying to figure out the best way to commute that’s
convenient but economical, too.
1.

Now that I have a full-time job, I should invest in a new car. I’ll get to work on time and do my
errands faster. Plus I can go away on weekends!

2.

I’ll try public transportation first and then ask around at the office about ride sharing.

3.

Maybe I won’t even need a car. I think I’ll buy a really inexpensive used car. That will give me all
three things I want—convenience, flexibility, and low cost.

Depending on the state, some car rental companies will not rent to younger customers or
charge much higher rates. Do some research and shop around.
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What Can You Afford? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Ask your participants to give their opinion on what
things they should consider before buying a car. Write each one on a chalkboard/whiteboard or large piece
of paper. Then distribute the activity handout and lead a discussion starting with these key points.

Your
needs.

Based on your situation, what type of vehicle will fill your transportation needs
now and in the next few years? Will a 2-door compact do the job, or do you need
a 4-door car or maybe a pick-up truck? Are safety and fuel economy important to
you? Options such as a sunroof, leather seats, fancy wheels, and a sound system
can be great, but they can add a lot to the price of the car.

Consider
value.

Reference guides such as Kelly Blue Book and Edmunds can help you determine
the value of a vehicle. Some features, such as sunroofs and leather seats, may add
to a car’s resale value. Safety features are typically not very expensive for the benefits they offer, but might not add much to the resale value. Visit Web sites such
as autotrader.com or vehix.com to compare models/features. Talk with a loan
officer to get more info about car values.

New vs.
used.

Remember, almost all cars depreciate (go down in value) over time. The value of
a new car can drop hundreds or even thousands of dollars the day you drive it off
the car dealer’s lot. Your initial cost for a used car will be less—but checking its
mechanical condition will be especially important.

Buy vs.
lease.

Buying a car means paying for it with cash and/or a loan. After you make all the payments, you own the vehicle and can sell or trade it. With leasing, you sign a contract
and make monthly payments to have use of the car for a specific length of time and
number of miles. After making all your lease payments, you return the car to the dealer.
You own nothing and may even owe the dealer more money for any excess mileage or
damage. However, monthly lease payments are often lower than loan payments.

Down
payment.

You’ll probably need some significant cash up front to acquire the car to begin with.
This is known as the down payment. Have you set aside the amount you’ll need?

Loan term.

If you get a car loan, you’ll have a monthly payment to the lender. Keep in mind
that the longer the term of your loan (that is, the longer you have to pay the money
back) the lower your monthly payment will be. But this will also mean that you’ll pay
more interest over the life of the loan and will end up paying more for the car than
you would with a shorter term loan. Make sure you know what your total costs will
be and decide if the vehicle seems worth it to you at that price.

Your
monthly
budget.

After you pay all of your other bills, how much money do you have available to pay the
ongoing expenses of car ownership such as fuel, insurance, maintenance, registration,
parking, and other expenses? Remember, over the years that you own the car, there
may be times when your income drops or you’re unemployed. Try to keep your car
expenses within a range you can consistently afford through the ups and downs.

How much—and how quickly—your car will depreciate (go down in value) will depend on
factors including the make, model, year, where you live and how much you drive it.
If your participants are considering a car loan, guide them to the topic All About Credit. Next, they’ll
learn about leasing a car.
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What Can You Afford?
Before you buy a car, consider all the costs to determine what you can afford.

Your
needs.

Based on your situation, what type of vehicle will fill your transportation needs
now and in the next few years? Will a 2-door compact do the job, or do you need
a 4-door car or maybe a pick-up truck? Are safety and fuel economy important to
you? Options such as a sunroof, leather seats, fancy wheels, and a sound system
can be great, but they can add a lot to the price of the car.

Consider
value.

Reference guides such as Kelly Blue Book and Edmunds can help you determine
the value of a vehicle. Some features, such as sunroofs and leather seats, may add
to a car’s resale value. Safety features are typically not very expensive for the benefits they offer, but might not add much to the resale value. Visit Web sites such
as autotrader.com or vehix.com to compare models/features. Talk with a loan
officer to get more info about car values.

New vs.
used.

Remember, almost all cars depreciate (go down in value) over time. The value of
a new car can drop hundreds or even thousands of dollars the day you drive it off
the car dealer’s lot. Your initial cost for a used car will be less—but checking its
mechanical condition will be especially important.

Buy vs.
lease.

Buying a car means paying for it with cash and/or a loan. After you make all the payments, you own the vehicle and can sell or trade it. With leasing, you sign a contract
and make monthly payments to have use of the car for a specific length of time and
number of miles. After making all your lease payments, you return the car to the dealer.
You own nothing and may even owe the dealer more money for any excess mileage or
damage. However, monthly lease payments are often lower than loan payments.

Down
payment.

You’ll probably need some significant cash up front to acquire the car to begin with.
This is known as the down payment. Have you set aside the amount you’ll need?

Loan term.

If you get a car loan, you’ll have a monthly payment to the lender. Keep in mind
that the longer the term of your loan (that is, the longer you have to pay the money
back) the lower your monthly payment will be. But this will also mean that you’ll pay
more interest over the life of the loan and will end up paying more for the car than
you would with a shorter term loan. Make sure you know what your total costs will
be and decide if the vehicle seems worth it to you at that price.

Your
monthly
budget.

After you pay all of your other bills, how much money do you have available to pay the
ongoing expenses of car ownership such as fuel, insurance, maintenance, registration,
parking, and other expenses? Remember, over the years that you own the car, there
may be times when your income drops or you’re unemployed. Try to keep your car
expenses within a range you can consistently afford through the ups and downs.

How much—and how quickly—your car will depreciate (go down in value) will depend on
factors including the make, model, year, where you live and how much you drive it.
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Leasing: Benefits & Drawbacks (Instructor Copy).
Instructor note:

Bring examples of car leasing ads and information (from newspapers, magazines, etc.) to share with
participants to begin this discussion. Discuss what makes lease options appealing to consumers. Then,
on the whiteboard/chalkboard or large piece of paper, write two headings: Benefits and Drawbacks
Divide the class into two teams. Alternate between teams asking them to provide a potential benefit or
drawback for leasing a car (make sure to change it up so each team has to come up with drawbacks and
benefits). Each team earns one point for a correct answer. After all the points are made, use this chart to
add these key points.
Potential Benefits.

Potential Drawbacks.

A new car.
Consider leasing if you enjoy having a new car
with the latest features every few years—even
though you won’t actually own it.

Fees for damage.
If you lease, it pays to maintain your vehicle in
top condition. You may have to pay the dealer
extra for even minor damage.

Lower monthly payments.
Monthly lease payments are often lower than
loan payments because you’re only paying for
the depreciation of the car during your lease—
not for the car’s full value.

Excess mileage charges.
Your lease agreement will specify how many
miles are included. At the end of the lease, you
may be charged 15 to 20 cents or more for each
mile above this limit. You can usually pay for
extra miles ahead of time at a lower rate.

Easy transition.
Fixed term, early termination fee.
You’ll avoid any trade-in or selling hassles when By signing a lease, you are making a commitit’s time for another car.
ment to pay for a certain period of months.
Dealers typically charge a high fee if you end
the lease early.
No trade-in value.
Similar to renting an apartment, leasing a car
means that you’re paying to use it. Because you
do not own the vehicle, you can’t sell or tradein the vehicle as a down payment on your next
vehicle.

Next, your participants will decide whether they should go with a new or used car.
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New vs. Used Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Distribute the activity handout and tell your
participants they will be matching features and benefits of new and used cars.

Instructions:

Have your participants read the list of new and used car features. Have them write each feature under
the New Cars or Used Cars column. Then, have them decide whether or not that feature is positive or a
negative. Then use this activity and participants’ comments to lead a discussion on car buying options.

Features:

Fewer feature choices .
Higher insurance, tax & fees.
Higher loan interest rate?.
Higher maintenance.

Higher price.
Instant depreciation.
Latest features & options.
Declining depreciation.

New Cars.
Features.
Example: new car smell.
Higher price.
The purchase price of a new
car is higher than a used car.

Instant depreciation.
A new car depreciates by 15%
or more the minute you buy it.
Higher insurance/
taxes/fees .
These are generally higher
than for a used car.
Warranty.
New cars come with a warranty of up to 10 years or
100,000 miles.

Limited or no warranty.
Lower price.
Top condition.
Warranty.
Used Cars.

Plus or minus?

Features.

Plus or minus?

+.

.

.

-.

Lower price.
Used cars cost less & can be
a better value. Buying from a
private seller might get you a
better price, but the seller may
not allow you to return it.

+.

-.

Declining depreciation.
Used cars continue to depreciate but typically depreciate
the most during the first
three years.

+.

-.

Higher loan interest rate.
A loan for a used car may
carry a higher interest rate.
Cars more than 7 yrs. old
might not qualify for loans.

-.

+.

Limited or no warranty.
If you purchase from a private
seller, your car may not carry
a warranty. A dealer may or
may not offer you a warranty
on a used car.

-.
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New vs. Used Activity (Instructor Copy) (continued)
New Cars.
Features.
Latest features and
options.
You’ll have flexibility to order
a new car with the features
and options you want.
Top condition.
A new car should have no
previous wear, mechanical
problems or body damage.

Used Cars.
Plus or minus?

Features.

+.

Fewer feature choices.
You can’t “order” a used car
with specific features. But
you may get more features
for the money.

+.

Higher maintenance.
Before buying, review maintenance documentation and
check the car during the day.
Test drive & consult a service
to see if it has been damaged.
Hire a mechanic for inspection.

Plus or minus?

+/-.

-.

A good middle ground between new and used is a “certified pre-owned” car. These have been
checked out by a dealer and come with a warranty.
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New vs. Used Activity.
Instructions:

Read the list of new and used car features. Write each feature in the Features under the New Cars or
Used Cars column. Then, decide whether or not that feature is positive or a negative.

Features:

Fewer feature choices .
Higher insurance, tax & fees.
Higher loan interest rate?.
Higher maintenance.

Higher price.
Instant depreciation.
Latest features & options.
Declining depreciation.

New Cars.
Features.
Example: new car smell.

Limited or no warranty.
Lower price.
Top condition.
Warranty.
Used Cars.

Plus or minus?

Features.

Plus or minus?

+.

A good middle ground between new and used is a “certified pre-owned” car. These have been
checked out by a dealer and come with a warranty.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SPENDING SMART • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 39 of 68

Topic 3 — Spending Smart
Are you a Smart Car Shopper? (Instructor Copy).
Instructor note:

Begin a discussion with your participants by asking questions such as:
•

If you own a car, what tips or techniques did you use when you went car shopping?

•

Did someone go with you when you went car shopping? Did they offer any
advice? What was it and did it help you?

•

Other than researching prices and types of cars, did you do any other research to
prepare for car shopping?

Use this quick true and false quiz to test participants’ knowledge. Divide the class into two teams. Read
each statement. The first team spokesperson that calls out the correct answer earns 25 points. If a team
answers incorrectly, they’ll be penalized 25 points. The team with the most points wins.
Shop for your car loan before you shop for your car.

TRUE.

Try to get pre-approved for your loan.

TRUE.

Stay firm about the exact make, model, year, and color you want.

FALSE.

Purchase all dealer options such as undercoating, fabric protection, and paint sealant.

FALSE.

Once you’ve made the deal, never cancel it.

FALSE.

Work with the seller to determine how you could afford higher monthly payments.

FALSE.

Decide on your top price, with monthly payments you can afford.

TRUE.

Never sign a contract with any blank spaces.

TRUE.

A pre-approval is a written commitment from a lender that confirms the price of car you can
purchase. It lets you and others see, in writing, that you qualify for a specific car loan amount.
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Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Smart Car Shopping.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Scenario Activity: What’s the Best Choice? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. Ask participants to choose the best possible option,
and then, for each option, instruct them to write a few sentences about why it was right or wrong for the
situation. After participants finish, lead a group discussion about their choices, using the consequences
and feedback provided below. Then have them share similar experiences they may have had.

Instructions:

Have participants read Carl’s story. Based on his situation, have them choose the best possible
option. Then, for each option, have them write a few sentences about why the option was right or
wrong for Carl’s situation.

Carl’s Story:

Carl has his own landscaping business and plans to get a pick-up truck. He’s been considering
a brand new one, but the same dealer has a used one in good condition with low miles. He has
enough cash to buy the used one, although that might mean paying some of his bills late for a few
months and a delay in buying new plants. Three years from now, he’d like to give the truck to his
little brother, who will be turning 16. What should Carl do?
1. Buy the used truck for cash and save the fees and interest expense of a loan.
Consequences: Even though Carl owns the truck and isn’t paying loan interest, he may not have any
money left at all! He may not be able to buy plants and paying his bills late could hurt his business
and his credit rating.
Feedback: If Carl had plenty of cash to spare, he could own the truck right away, and he’d save on
loan fees and interest. But if this purchase requires so much cash that he can’t pay his other bills,
then a cash purchase really isn’t an affordable option.
2. Make a down payment for the used truck and get a loan for the rest.
Consequences: Carl should feel good about his decision. He saved money by buying used and the
down payment he made allowed him to get a loan with payments he can afford. When he makes his
last loan payment three years from now, he’ll own the truck and can give it to his brother
Feedback: Both new and used cars can have high price tags, so most people get loans. It’s a good
strategy for Carl. But remember: he’ll have to pay interest and fees for the loan, and he won’t own
the truck until he makes his final loan payment.
3. Lease the new truck.
Consequences: Even though the down payment was small and maintenance costs are included in the
lease agreement, Carl may end up paying extra because of the number of miles he drives. When the lease
is up, he won’t own the truck and will have to buy it from the dealer so he can then give it to his brother.
Feedback: Leasing may enable Carl to drive a brand new truck for not much money upfront, but
when all factors are considered, leasing is frequently more expensive than making loan payments
and buying a vehicle. Monthly lease payments may be lower or higher than a loan, so it’s important
to comparison shop.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SPENDING SMART • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 42 of 68

Topic 3 — Spending Smart
Scenario Activity: What’s the Best Choice?
Instructions:

Read Carl’s story. Based on his situation, choose the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Carl’s situation.

Carl’s Story:

Carl has his own landscaping business and plans to get a pick-up truck. He’s been considering
a brand new one, but the same dealer has a used one in good condition with low miles. He has
enough cash to buy the used one, although that might mean paying some of his bills late for a few
months and a delay in buying new plants. Three years from now, he’d like to give the truck to his
little brother, who will be turning 16. What should Carl do?
1. Buy the used truck for cash and save the fees and interest expense of a loan.
Should Carl choose this option? Why or why not?

2. Make a down payment for the used truck and get a loan for the rest.
Should Carl choose this option? Why or why not?

3. Lease the new truck.
Should Carl choose this option? Why or why not?
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Car Insurance Basics (Instructor Copy).
Instructor note:

Consider inviting an insurance agent in to talk with your participants.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•
What are some basic car insurance terms (give an example: deductible)? What does that term mean?
•
If you’re in a car accident at you’re not at fault, who pays what?
•
What is a deductible and how does it affect the premium?
•
Name some different types of coverage.
Then, distribute the handout and lead a discussion using these key points.

Key points:
•
•
•

Car insurance is critical for protecting yourself financially.
Buying car insurance can protect you from major expenses that otherwise you couldn’t afford.
Consult with insurance professionals, consider the advice, and comparison shop before buying.

Basic
insurance
terminology.

When you buy insurance, you receive an insurance policy, a document that
spells out exactly what is and isn’t covered. The covered items are called your
benefits. The amount you pay for insurance is called the premium. When
you have costs and submit bills to your insurance company, this is known as
filing a claim. Your deductible is the amount you must pay toward repairs or
expenses before the insurance company pays.

When you file a claim, typically your insurance company will pay only a portion
of your costs, according to what is outlined in the insurance policy. The amount
Who pays what?
of a claim that you must pay before the insurance company will pay is called the
deductible; the amount you pay toward each medical bill is called the co-pay.
How deductible Typically, the higher the deductible amount, the less expensive the insurance preimpacts
mium. So it’s a good strategy to get a policy with the highest deductible that you’d
be able to comfortably afford if you had to. This will minimize the cost of your policy.
premium.
Your credit
score.

Your credit score could impact how much insurance companies charge you in
premiums. To learn more, see the topic All About Credit.

Auto
coverage
types.

Car insurance can include different types of insurance on one policy. For example:
collision insures you against damage to your vehicle caused in an accident; comprehensive protects you against other forms of damage to your car, such as fire, theft,
flood, and vandalism; liability pays for injuries and property damage you cause to
other people’s property with your car if you’re at fault; medical payments covers
medical care for you and your passengers if injured in an accident in your car.

How much
coverage?

Ask insurance professionals to determine how much coverage you need. In
terms of your vehicle itself, the amount depends on how much money you
could spare to repair or replace it. The higher the value of your car, the more
coverage you should consider. For other forms of insurance, you should have
enough to protect your assets in case you get sued.

This is provided for informational purposes only and should not be construed as legal or financial advice.
Please consult your legal or financial advisor for more information.
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Car Insurance Basics
Key points:
•

Car insurance is critical for protecting yourself financially.

•

Buying car insurance can protect you from major expenses that otherwise you couldn’t afford.

•

Consult with insurance professionals, consider the advice, and comparison shop before buying.

Basic
insurance
terminology.

When you buy insurance, you receive an insurance policy, a document that
spells out exactly what is and isn’t covered. The covered items are called your
benefits. The amount you pay for insurance is called the premium. When
you have costs and submit bills to your insurance company, this is known as
filing a claim. Your deductible is the amount you must pay toward repairs or
expenses before the insurance company pays.

When you file a claim, typically your insurance company will pay only a portion
of your costs, according to what is outlined in the insurance policy. The amount
Who pays what?
of a claim that you must pay before the insurance company will pay is called the
deductible; the amount you pay toward each medical bill is called the co-pay.
How deductible Typically, the higher the deductible amount, the less expensive the insurance preimpacts
mium. So it’s a good strategy to get a policy with the highest deductible that you’d
premium.
be able to comfortably afford if you had to. This will minimize the cost of your policy.
Your credit
score.

Your credit score could impact how much insurance companies charge you in
premiums. To learn more, see the topic All About Credit.

Auto
coverage
types.

Car insurance can include different types of insurance on one policy. For example:
collision insures you against damage to your vehicle caused in an accident; comprehensive protects you against other forms of damage to your car, such as fire, theft,
flood, and vandalism; liability pays for injuries and property damage you cause to
other people’s property with your car if you’re at fault; medical payments covers
medical care for you and your passengers if injured in an accident in your car.

How much
coverage?

Ask insurance professionals to determine how much coverage you need. In
terms of your vehicle itself, the amount depends on how much money you
could spare to repair or replace it. The higher the value of your car, the more
coverage you should consider. For other forms of insurance, you should have
enough to protect your assets in case you get sued.

Some types of auto insurance may be required to register a car in your state; others might be
optional.
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Topic 3 — Spending Smart
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article:
Auto Insurance—Read this before you get behind the wheel!
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SPENDING SMART • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 46 of 68

Topic 3 — Spending Smart

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Smart Car Buying lesson:
•

If you’re one of the millions of people who decide to get a car, the main thing is just be realistic
about what it’s going to cost you.

•

Owning a car is definitely fun but it’s a major responsibility and expense too.

•

There’s more to consider than just the cost of the car—extra expenses such as gas, parking,
maintenance, repairs, insurance, taxes, and fees.

•

The value of your car goes down the more you put miles on it.

•

Leasing a car is an option and has potential benefits, but consider the drawbacks as well.

•

Deciding between buying a new and used car may be a difficult decision—weigh the pros and
cons of both options.

•

Car insurance is critical to your protecting yourself financially. Consult with professionals before
you buy.

Additional Activities.
These activities are designed to extend the new concepts presented in the Smart Car Buying lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Write down your dream car (within reason—Lamborghinis, Ferraris and Porsches, for example,
won’t work!). List out all the features you want.

•

Go online and find out the cost of the same or similar car that is brand new. Then, use your local
Auto Trader or visit a used car location to find the same/similar car that might not have all the
features. What’s the difference in cost?

•

Call an insurance professional and find out what insurance costs are for your dream car.

•

For one week, try to use only public transportation. What did you save in gas? How did you feel
during this week?

•

Choose a car model, year (not this year) and make—for example a 2005 Ford Mustang. Then,
look up the car’s Kelly Blue Book value to find out what this particular car cost brand new and
what is sells for now. Where you surprised at the depreciation?

•

List three other ways that you can get to work or school other than driving your own car. Do a
cost analysis on each (e.g. gas savings, time savings, environmental savings, etc.)
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Lesson 5: Renting an Apartment.
In this lesson, participants gain valuable info to find what they’re looking for in an apartment and learn how to make
it work financially. They also learn how to calculate a target rent amount based on their income.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain the available options when they are considering where to live.

•

Define steps that can result in success for renting an apartment.

•

Explain how to calculate a target rent amount based on their income.

Start the Discussion.

To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Who has their own apartment? Describe your apartment hunting experience.

•

What were your criteria when you went looking for an apartment?

•

How much of your monthly gross pay should you spend on a place to live?

The Basics.
•

There are no right or wrong answers when deciding where to live.

•

Everyone’s goals and circumstances, financial and otherwise, are a little different. It’s up to you
to think through what works best for you, your job, your lifestyle, and your budget.

•

You may have a few options: living with your family, student housing, or an apartment on your
own or with roommates. Someday you may buy a home of your own.

•

Housing is a major expense…for a lot of people it’s their number one expense.

•

Some places are generally more or less expensive to live in than others.

•

The “cost of living” factor is important to keep in mind as you explore options for where and
how you want to live.
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Consider Your Options (Instructor Copy).
Instructor note:

Begin a discussion with your participants by asking questions such as:
•

What things do you think are important to consider when deciding where want to live?

•

What are some options for your living situation if you do not live at home?

•

For those of you who live on your own (roommates, etc.) Where does housing fall
in the list of your major expenses? Highest? Midrange?

Then discuss these key points:

Key points:
•

There are no right or wrong answers when deciding where to live.

•

Everyone’s goals and circumstances, financial and otherwise, are a little different. It’s up to you to think through what works best for you, your job, your
lifestyle, and your budget.

•

You may have a few options: living with your family, student housing, or an
apartment on your own or with roommates. Someday you may buy a home of
your own.

•

Housing is a major expense…for a lot of people it’s their number one
expense.

•

Some places are generally more or less expensive to live in than others.

•

The “cost of living” factor is important to keep in mind as you explore options
for where and how you want to live.

Is there a move in your future? The most recent U.S. Census shows that about a third of all
people in their twenties move every year.
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A Place of Your Own (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into groups. Give them five minutes to come up with five steps they think are important when they begin the process to rent an apartment. Have each group share their thoughts and note the items on the whiteboard/chalkboard or large
piece of paper. Then distribute the activity handout. See which group came up with the most points listed
below—they win! Continue the discussion until all the points are covered.
You may want to consider inviting a property management representative or residential landlord from
the community to come in and talk to your class.
If you want to rent an apartment by yourself or with roommates, here are the steps to success.

Set a rent maximum.

Target
neighborhoods.

Shop around.

•

Know how much you can afford to spend on rent.

•

A general guideline is that housing shouldn’t exceed 32% of your
gross salary (the total amount of your paycheck before taxes and
other deductions).

•

Consider how close the location is to your job or school, access to
transportation, shopping, and entertainment, and neighborhood
safety and livability—while keeping your rent within your budget.

•

Read apartment ads. Visit the neighborhoods that interest you.

•

Look for “For Rent” signs.

•

See as many apartments as you can. Make comparisons.

•

Almost all landlords will do what’s called a credit check to see what
your history has been as a money manager and decide if they can
trust you to pay your rent on a steady basis.

•

In almost all cases, the owner or the apartment manager will ask
you to sign a written contract called a lease.

•

It’s extremely important to read and understand the lease before
you sign.

Qualify credit-wise.

Read the lease.

See the topic All About Credit to learn a lot more about what credit is and how to establish and
maintain good credit.

How much can your participants afford to spend on rent? Find out next.
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A Place of Your Own.
If you want to rent an apartment by yourself or with roommates, here are the steps to success.

Set a rent maximum.

Target
neighborhoods.

Shop around.

•

Know how much you can afford to spend on rent.

•

A general guideline is that housing shouldn’t exceed 32% of your
gross salary (the total amount of your paycheck before taxes and
other deductions).

•

Consider how close the location is to your job or school, access to
transportation, shopping, and entertainment, and neighborhood
safety and livability—while keeping your rent within your budget.

•

Read apartment ads. Visit the neighborhoods that interest you.

•

Look for “For Rent” signs.

•

See as many apartments as you can. Make comparisons.

•

Almost all landlords will do what’s called a credit check to see what
your history has been as a money manager and decide if they can
trust you to pay your rent on a steady basis.

•

In almost all cases, the owner or the apartment manager will ask
you to sign a written contract called a lease.

•

It’s extremely important to read and understand the lease before
you sign.

Qualify credit-wise.

Read the lease.

See the topic All About Credit to learn a lot more about what credit is and how to establish and
maintain good credit.
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What Can You Afford? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Begin the activity by instructing participants to
plug numbers into the equations. Instruct them to calculate the formula for $950, $1200 and $1500 as
their gross monthly income. Then, give them example numbers for the rent of an apartment—$650,
$800 and $950. Then lead a discussion using the key points below.

Instructions:

First, tell your participants that a good general guideline is that housing should not exceed 32% of
their gross salary, or gross income. (Your gross salary is the total amount of your paycheck before
taxes and other deductions.)
For the first formula, have your participants calculate their suggested maximum rent by using $950,
$1200 and $1500 as their gross monthly income. Then, for the second formula, have them calculate their
gross monthly income they’ll need to rent an apartment that costs $650, $800 or $950 per month.
Want to know how much you can afford to spend on rent? Use this formula:
$

x .32 =

Your gross monthly income.

$

.

Your suggested maximum rent.

Answers:
Gross monthly income of $950:
Gross monthly income of $1200:
Gross monthly income of $1500:

$304.
$384.
$480.

Want to know how much gross income you’ll need to afford a particular apartment?
Use this formula:
$

/ .32 =

The rent of the apartment you want.

Answers:
Apartment rent: $650:
Apartment rent: $800
Apartment rent: $950

$

.

Your suggested gross monthly income.

$2031.
$2500.
$2969.

Key points:
•

In addition to your monthly rent, you may have to pay for some or all of your utilities.

•

Many landlords also require tenants to pay a security deposit.

•

If the tenant damages the property or leaves owing rent, the landlord can use these funds to
cover what the tenant owes.
Consider getting renters insurance. Even though you’re a renter and don’t own your apartment, this insurance may cover your costs if your belongings are damaged or stolen.

Next, test your participants about the terms of a lease.
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What Can You Afford?
Instructions:

A good general guideline is that housing should not exceed 32% of their gross salary, or gross
income. (Your gross salary is the total amount of your paycheck before taxes and other deductions.)
For the first formula, calculate the suggested maximum rent by using $950, $1200 and $1500 as
your gross monthly income. Then, for the second formula, calculate your gross monthly income
you’ll need to rent an apartment that costs $600, $850 and $1000 per month.

Want to know how much you can afford to spend on rent? Use this formula:
$

x .32 =

Your gross monthly income.

$

.

Your suggested maximum rent.

Answers:
If your gross monthly income is $950: =
If your gross monthly income is $1200: =
If your gross monthly income is $1500: =

maximum rent.
maximum rent.
maximum rent.

Want to know how much gross income you’ll need to afford a particular apartment?
Use this formula:
$

/ .32 =

The rent of the apartment you want.

Answers:
You want an apartment that rents for $650:
You want an apartment that rents for $800:
You want an apartment that rents for $950:

$

.

Your suggested gross monthly income.

gross salary needed.
gross salary needed.
gross salary needed.

Consider getting renters insurance. Even though you’re a renter and don’t own your apartment, this insurance may cover your costs if your belongings are damaged or stolen.
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A Lease You Can Live With (Instructor Copy).
Instructor note:

Use this quick true and false quiz to test participants’ knowledge. Divide the class into two teams. Read each
statement. The first team spokesperson that calls out the correct answer earns 25 points. If a team answers
incorrectly, they are penalized 25 points. The team with the most points wins. Then use the information and
the participants’ comments to further discuss what they need to know before they sign a lease.
If there’s anything you don’t understand, don’t sign; take it home and think it over.

TRUE.

Ask the landlord if your roommates can co-sign the lease, making them equally
responsible.

TRUE.

If utilities won’t be covered by your rent, don’t include them in your monthly
spending plan.

FALSE.

Ask someone familiar with leases to help you understand the “lawyer language.”

TRUE.

Avoid a written lease if you can. Make a “handshake” deal with the landlord instead.

FALSE.

If you have roommates, never let them read the lease.

FALSE.

See how much notice is needed before moving out and the penalty if you break
your lease.

TRUE.

If the rent’s affordable now, don’t worry how often the landlord’s allowed to
increase it.

FALSE.

Interested in becoming a homeowner? See the topic Buying a Home in the Hands on Banking
Adults’ course.
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Topic 3 — Spending Smart

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Renting an Apartment lesson:
•

There are no right or wrong answers when deciding where to live.

•

Everyone’s goals and circumstances, financial and otherwise, are a little different. It’s up to you
to think through what works best for you, your job, your lifestyle, and your budget.

•

You may have a few options: living with your family, student housing, or an apartment on your
own or with roommates. Someday you may buy a home of your own.

•

Housing is a major expense…for a lot of people it’s their number one expense.

•

Some places are generally more or less expensive to live in than others.

•

The “cost of living” factor is important to keep in mind as you explore options for where and
how you want to live.

Additional Activities.
These activities are designed to extend the new concepts presented in the Renting an Apartment lesson. Use these
or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Look online or in the newspaper for available apartments in two or three areas you’d like to live.
Is there a difference in price based on location (if all other factors—square footage, number of
bedrooms, etc.) are the same?

•

Create a list of all the things you want in an apartment—number of bedrooms, location, etc.
Use your list to find apartments that fit the criteria.

•

Collect two or three apartment rental applications. Begin filling one out. Is there information on
the application that surprises you? Why?
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Topic 3 — Spending Smart

Topic Summary.
Instructor note:

Summarize this topic by reviewing these key points with your participants.
Key points from the Spending Smart topic.
•

Take control where your money is going. Create a Spending Plan to help live within your means
and avoid running short.

•

If there’s not enough money to go around, look for ways to decrease your flexible and discretionary expenses and/or increase your income.

•

Make it a priority to pay your bills on time. There are lots of potential penalties for paying late.

•

When you shop, always consider whether it’s something you really need. Get creative about
making trade-offs.

•

Before you sign any kind of contract, whether it’s for cell phone service or an apartment lease,
make sure you understand exactly what you’re getting into.

•

Spending is fun, but don’t spend everything you earn. Save as much as you can. Start by building up at least two months of take-home pay in savings for an unexpected emergency.

Next, test your participants on what they’ve learned about Spending Smart.
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Topic 3 — Spending Smart
Test Yourself (Instructor Copy).
Instructor note:

This short quiz can be used as a pre or post test with your participants to gauge their current knowledge
on spending.
Photocopy the quiz on the next page. Distribute it to participants to test what they’ve learned about
Spending Smart.

Instructions:

Have your participants answer these questions to test their knowledge.
1.

Your take-home pay, or net income, is
.
a. the amount you receive after benefits, such as vacation pay and health insurance,
have been added.
b. the amount you receive after taxes, insurance, or other costs have been
subtracted.
c. The total amount you earn.
d. The amount of cash needed to fill one basketball net.

2.

Which of the following is a good example of a making a financial “trade-off”?
a. skipping a few classes at school in order to go shopping at the mall.
b. skipping a few dinners out in order to save for a weekend trip.
c. skipping a few days of work in order to look for a new job.
d. trading your U.S. dollars for Euros.

3.

Typically, the higher the deductible amount, the less expensive the
a. car.
b. insurance benefits.
c. insurance premium.
d. cost of a double cheeseburger.

4.

If your roommates co-sign your apartment lease, they are
a. smarter than you thought they were.
b. not responsible for any damage that may occur.
c. equally responsible for paying moving expenses.
d. equally responsible for honoring its terms.
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Topic 3 — Spending Smart
Test Yourself.
Instructions:

Answer these questions to test your knowledge.
1.

Your take-home pay, or net income, is
.
a. the amount you receive after benefits, such as vacation pay and health insurance,
have been added.
b. the amount you receive after taxes, insurance, or other costs have been
subtracted.
c. The total amount you earn.
d. The amount of cash needed to fill one basketball net.

2.

Which of the following is a good example of a making a financial “trade-off”?
a. skipping a few classes at school in order to go shopping at the mall.
b. skipping a few dinners out in order to save for a weekend trip.
c. skipping a few days of work in order to look for a new job.
d. trading your U.S. dollars for Euros.

3.

Typically, the higher the deductible amount, the less expensive the
a. car.
b. insurance benefits.
c. insurance premium.
d. cost of a double cheeseburger.

4.

If your roommates co-sign your apartment lease, they are
a. smarter than you thought they were.
b. not responsible for any damage that may occur.
c. equally responsible for paying moving expenses.
d. equally responsible for honoring its terms.
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Topic 3 — Spending Smart

Appendix.
Library Articles & Additional Topic Resources.
Use these library articles as a discussion resource or a takeaway for your participants. Remember, the online Hands on
Banking® program has dozens of additional library articles that you can use and distribute for this and other topics.
Visit www.handsonbanking.org to browse all the available articles.
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Shopping and Spending Tips.
Here are some shopping tips to help you get the most from the money you spend:

At the store.
•

Resist impulse buying! Ask yourself:

•

Do I really need it?

•

Do I need it today?

•

What if don’t buy it now?

•

Can I do this at a lower cost?

•

Limit the cash you carry.

•

Shop with your budget in mind.

•

Avoid ATM fees.

•

Watch for sales.

•

Wait for the right price.

•

Look for coupons and rebates.

•

Shop for value!

Food shopping.
•

Save money by eating at home.

•

Make a shopping list for the grocery store.

•

Watch for sales and coupons.

•

Buy products you use frequently in large sizes or bulk quantities.

Credit card tips.
•

Get a credit card with a low annual fee and low interest rate.

•

Don’t use a credit card if you can’t afford the price.

•

Pay your credit card bills on time.

•

Avoid cash advances.

Keep track of your spending.
•

Keep your receipts.

•

Check receipts against statements.

•

Check statements against your budget.

Hands on Banking® • The Library • Version 5.1 • www.handsonbanking.org
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC
Page 60 of 68

Hands on Banking
Library Article: Shopping and Spending Tips

Shopping and Spending Tips (continued).
Cell phone tips.
•

Shop for a package deal.

•

Ask questions.

•

Read the contract before you sign.

•

Understand the features and prices.

•

Watch out for high text messaging charges!

•

Keep track of your usage.

•

Pay your bill on time and in full.

When making major purchases.
•

Consider your needs.

•

Determine your budget.

•

Research before you buy.

•

Comparison shop.

•

Research product claims.

•

Try before you buy.

•

Ask family and friends.

•

Confirm the full price.

•

Watch for sales, coupons and rebates.

•

Consider negotiating.

•

Find the best overall value—quality, service and price.

•

Inspect products before you buy.

•

Understand the warranty.

•

Know the return policy.

•

Save your receipt.

•

Speak to the manager if you have a problem.

Take advantage of membership discounts.

You may be eligible for discounts if you have a valid student, military, or insurance ID, or other organization
memberships. Research the benefits and ask stores what cards they honor for discounts. Some grocery
and drug stores offer savings cards for customers.

Ask about employee discounts.

Some stores and businesses offer their employees a special discount on merchandise. You might consider
getting a seasonal job at a store where you plan to do your holiday shopping, for example.
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Shopping and Spending Tips (continued).
Comparison shop online.

Doing your research on the Web can save you time, effort, and transportation costs.

Skip the rest to save for the best.

Consider skipping a few low-cost purchases you could do without in order to save for one item you really
value. For example, trade-off your next few purchases of jeans and t-shirts to save for one nice work outfit,
or skip your visits to fast food restaurants in order to afford one dinner at a top restaurant. Bypass small
luxuries (like fancy coffees and movie rentals) for a few months and use the money to help you afford one
great travel experience.

Find a creative way.

Think about ways you might be able to obtain something you want at a lower cost or even for free. For
example, you might be able to see a play or hear a concert by volunteering to usher. Or you might get
some friends together in order to qualify for a volume or group discount. Share a magazine subscription
with a friend rather than buying single issues off the rack.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Smart Car Shopping.
For many consumers, a new car is second only to a home as their most expensive purchase. It pays to get
the most value possible for the money you spend. Review these tips before you begin the process of buying a car or other vehicle:

Shop for your car loan.
•

Consider how much you’re willing to spend. Will you pay cash for the vehicle, or make a down payment and finance the rest? If you plan to finance the purchase, shop for your loan before you shop
for your car.

•

Research a number of financing sources including banks, credit unions, and online lenders. Some
car dealers also offer financing. Compare the Annual Percentage Rates (APR), interest rates, terms,
and fees of the loans they offer. Find out what your monthly payment would be for different loan
amounts and the total cost of each loan.

•

Consider asking for pre-approval of your loan. If you’re pre-approved, it means you can shop for a
car in your price range with the confidence that you’ll get the loan you need.

•

Know your credit history and credit score before you negotiate an auto loan. At the Web site www.
annualcreditreport.com, you can receive one free copy of your credit report once a year from
each of the three largest credit bureaus in the United States. You can also purchase a credit score
through this Web site.

Do some advance research.
•

By doing some advance research, you’ll be less likely make an impulsive or expensive purchase
decision and more likely to be a satisfied buyer.

•

Consider the kind of vehicle that will meet your transportation needs. Will the car you want now
be the car you’ll still want in a couple of years?

•

Use the Web, consumer and auto magazines, and other publications to research the possibilities.
Look at ratings and evaluations by automotive professionals and road tests, especially those performed over thousands of miles to evaluate a car’s gas mileage, durability, and maintenance issues.
Research safety records.

•

Before heading out to the dealerships, go online to sites like Kelly Bluebook (kbb.com) and NADA
(nada.com) to learn more about the car(s) you’re interested in and what they cost.

•

Remember, almost all cars depreciate (go down in value) due to wear and tear over time. The
value of a new car can drop hundreds or even thousands of dollars the day you drive it off the car
dealer’s lot. You may be able to save a substantial amount by finding a used car in good mechanical condition.

•

Narrow your choices to a few specific cars. Compare models and prices in ads and dealer showrooms. Consider contacting car-buying services and broker-buying services to make comparisons.
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Do some advance research (continued).
•

Check with your insurance agent to compare the cost of insuring each car. Remember that insurance will be part of your cost of ownership.

•

Based on your research, compare the total costs of each car you’re considering. Does the amount
fit your budget?

Choose where, when, and how to shop.
•

Nowadays, an increasing number of people are buying cars over the Web. Even if you consider this
option, it makes sense to visit local dealerships if you can. This will give you the opportunity to
see the cars first-hand, take test drives, and ask questions. It will also give you the opportunity to
evaluate the service quality of dealerships you may use for parts and service.

•

Some dealers have adopted a “one-price” policy on new cars, meaning that every car is offered at a
fixed price with no negotiating between the dealership and the customer. While this system may
make your transaction faster and easier, keep in mind that the price you pay might be higher than
what you might pay by negotiating.

•

You may be able to get the best price on a car in the last two weeks of December, because business is often slow at the end of the year.

•

From July through October, some dealers may offer good deals on current year cars because
they’re eager to make space for next year’s models.

•

Go car shopping with an objective friend who can point out possible concerns and stop you from
making a hasty decision.

Make your choice.
•

As you shop, retain some flexibility about make, model, year and color. As you comparison shop,
you may find a car you like better and/or a better deal.

•

Narrow your choice. Decide on specifics such as the color and options you want. Remember to
take resale value into account. If it comes time to sell the car, you will want a color and options that
appeal to prospective buyers.

•

If the dealer doesn’t have the car you want, consider ordering a new car. Although you’ll have to
wait for delivery, you could avoid paying more for options you don’t want.

•

Cars that need to be ordered should not cost more than the cars on the lot. On the other hand, a
dealer may be willing to make a deal for a car on their lot if they’re eager to sell current inventory.

•

Be careful about extra options the dealer may offer you, such as undercoating, fabric protection,
and paint sealant. These are often unnecessary add-ons that are significantly overpriced.

•

If you’re buying a used car, point out any flaws or problems with the car to the seller. Before you
agree to buy it, be sure to have it inspected by a certified mechanic.

•

Don’t feel pressured to make a decision. Take your time and evaluate your options.
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Plan your buying strategy.
•

Consider whether you want to buy the car or lease it. Buying it means paying for it with cash and/
or a loan. After you finish making the payments, you own the vehicle and can sell or trade it. With
leasing, you sign a contract and make monthly payments to have use of the car for a specific
length of time. After making all your lease payments, you return the car to the dealer. You own
nothing and may even owe the dealer more money for any excess mileage or damage. However,
monthly lease payments are often lower than loan payments.

•

Don’t leave your drivers license or social security number with a dealer. Dealers cannot run a credit
check or an application for credit without your permission.

•

Be prepared to cancel the deal. If something doesn’t feel right, or you have a “gut feeling” that your
purchase will be a mistake: walk away! Remember, you can always find another car.

Tips for negotiating.
•

Negotiating can be challenging. To minimize the potential stress, make up your mind to be pleasant, friendly and non-combative throughout the process. This attitude will show the seller that
you’re a person who cannot be intimidated, rushed, pushed, or panicked into a decision.

•

Be patient and persistent. The key to finding a good deal is being in the right place at the right
time. If you’re more anxious to buy than the seller is to sell, you’ll reduce your chances of getting
the best price you can.

•

Plan to negotiate on price. Some dealers may be willing to bargain on their profit margin, which is
often between 10 and 20 percent.

•

Decide on your top price, a number you feel is fair for the vehicle, with monthly payments you can
afford. Keep in mind that the dealer needs to make some profit. Then begin your negotiation at least
20% below what you’re willing to pay. Remember, the dealer is likely to make a high counteroffer.

•

Know your amount of “cash on hand.” If you have the resources to write a check for a significant
amount on the spot it will probably get the seller’s attention and may strengthen your ability to
negotiate the price.

•

To increase your control of the negotiation, don’t let the seller know exactly what you’re thinking.
Don’t divulge the top amount you’re willing to pay or the monthly payment you can afford. These
are none of the seller’s business.

•

If the seller pressures you, simply smile politely and say something such as: “You have my offer. I
appreciate your time and effort, but this is my budget limit.”

•

Beware of dealers who may bring another salesperson or manager into the negotiation in an effort
to wear you down. Reach a deal with the original salesperson or walk out.

•

Always be ready to walk away—but walk slowly. Chances are the seller will make one last attempt
to find a price you can agree on.

•

Leave on good terms. Even if you don’t buy today, you might be back again later.
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Trading in your old car.

The Federal Trade Commission (FTC) recommends that you discuss the possibility of a trade-in only after
you’ve negotiated the best possible price for your new car and researched the value of your old car—online,
in reference books, or magazines. Having this information may help you get a better price from the dealer.
Selling your old car yourself may take more time, but generally you’ll get more money for it than trading-in.

Carefully consider add-ons.
•

•

If your dealer or lender asks you to buy credit insurance (to pay off your loan if you should die or
become disabled), consider whether it’s worth the cost. Check to see if you have an existing policy
that offers this benefit. Credit insurance is not required by federal law. Check with your state Insurance Commissioner or consumer protection agency to find out about possible credit insurance
requirements in your state.
If you’re offered a service contract by the dealer, manufacturer, or an independent company,
review it carefully, and consider these questions:

		º
		
		º
		º
		º
		º
		º

•

•

What does the service contract cover compared to what’s already covered by the
manufacturer’s warranty?
What repairs are covered? Is routine maintenance covered?
Who pays for parts and labor?
Who is authorized to make repairs?
What’s the length of the contract?
What are the cancellation and refund policies?

An extended warranty is a way to protect yourself from costly repairs that may be required after the
manufacturer’s warranty expires. Typically, neither manufacturer warranties nor extended warranties
cover everything. Normal wear and tear (such as brake pads and batteries) and vehicle interior items
(such as fabric and lights) are usually not covered. However, if you plan to keep the vehicle a long time,
an extended warranty might be worth the cost. It can give you greater peace of mind and might also
increase your vehicle’s resale value. Before you buy, be sure you know exactly what’s covered.
If you purchase an extended warranty from the dealer when you buy your car, you may be able
to add the cost of the warranty into your vehicle financing rather than paying for it in cash. If you
don’t purchase an extended warranty when you purchase the car, you may be able to purchase
one later. However the closer you get to the expiration date of your manufacturer’s warranty, the
more the extended warranty is likely to cost.

Before you sign.
•
•
•
•
•
•

Review the contract carefully. Make sure it reflects everything that was agreed on.
Beware of any unnecessary or overpriced extras the dealer may attempt to tack on.
Don’t pay for “dealer prep!” It’s already been paid for by the manufacturer.
Examine extended warranties carefully. You may not need one, or may be able to get a better
deal later.
Never sign a contract with any blank spaces.
Immediately get a copy of the contract that both you and the dealer have signed.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Auto Insurance.

Read this before you get behind the wheel.
Nothing puts the brakes on fun like a car accident. And no matter how careful you are on the road,
chances are you may be involved in an accident at some point in your life. So if you own, lease or drive a
car, you need to have auto insurance.
Auto insurance protects you, your passengers and your vehicle in the event of an accident, storm, vandalism or theft. What must be or can be covered by auto insurance is usually determined by state laws.
Although laws vary from state to state, these types of protection are commonly included in an auto insurance policy:
•

Liability coverage pays for injuries and property damage if you are found at fault in a
car accident.

•

Medical payments protection covers the cost of medical care (up to an amount set by
the policy) for you and your passengers after an accident.

•

Personal injury protection covers your lost income if you are unable to work as a result
of injuries related to an accident, and pays for medical expenses, replacement services and
funeral costs.

•

Collision protection covers damage to your car caused by an accident.

•

Comprehensive coverage pays for repairing damage to your car due to a fire, theft, flood
or vandalism.

•

Uninsured motorist or underinsured motorist protection pays for your medical
expenses if you are hurt by a hit-and-run driver or a motorist who does not have any—
or enough—insurance.

Optional protection for roadside assistance after an accident and reimbursement if you need to rent a car
while yours is being repaired may also be available in your state.

Check Your State’s Limits.

Driving without auto insurance is illegal. However, required coverage limits vary from state to state, so it is
essential that you verify your state’s requirements and get the required insurance before you get behind
the wheel.
Never drive without auto insurance. If you get into an accident as an uninsured motorist, you may have to
pay for legal fees, medical bills and repair charges. These expenses add up fast, and would likely cost a lot
more money than the price of that auto insurance policy you should have purchased in the first place.
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Auto Insurance (continued).
Review, Renew, Repeat.

If you only review your auto insurance annually, you’re not alone—but you could be missing out on discounts that could reduce your premiums. To ensure you have the right amount of coverage and get the
best rates, you should review your policy with an independent insurance agent every time you:
•

Buy a new or pre-owned vehicle.
You’ll need to provide the year, make and model of the car you plan on purchasing. Note: Some
insurance companies now offer discounts to hybrid-vehicle owners.

•

Move, or if your dependent child relocates to another city or state for college.
A simple ZIP code change can dramatically impact your rates.

•

Change your daily commute.
Traveling shorter distances each day (i.e., if you start working out of your home or your company
moves) could decrease your rates.

•

Install anti-theft equipment.
Adding an after-market security system could boost your savings on monthly premiums.

•

Receive grade reports for your dependent child.
Some insurance companies offer “good-student” discounts.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Topic 4 — Save, Invest, and Build Wealth

Topic Overview.
The Save, Invest & Build Wealth topic teaches participants how saving provides great benefits.
This topic has five lessons:
1.

Getting ahead.

2.

Reward yourself by saving.

3.

Investing basics.

4.

Get started with investing.

5.

How to build wealth.

These lessons include a number of hands-on participant activities. Use these activities to help simulate real-world
scenarios and activities with your participants.
This instructor guide is based on and follows the structure of the online Hands on Banking® program. We invite you to
use and experience the online program as it is an excellent resource that will support your instructional efforts and
enhance your participants’ experience. It includes a variety of interactive lessons and many helpful resource library
articles to augment this guide. Visit www.handsonbanking.org to access the program. Should you require a CD
ROM to access the program you may request a free copy at HOBCD@wellsfargo.com.
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Instructor’s Guide—Young Adults.
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Topic 4 — Save, Invest, and Build Wealth

Glossary.
Instructor note:

The Glossary contains definitions and descriptions of valuable terms and phrases related to this topic. Encourage your participants to use the Glossary during and after the class to become more familiar and comfortable with the terminology.
Photocopy the glossary on the next page and hand it out to your participants.
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Topic 4 — Save, Invest, and Build Wealth

Glossary.
Annual Percentage Yield
(APY).

The rate of return on an investment, such as a deposit in an interest-bearing savings
account, for a one year period.

Asset.

Anything of value owned by a person or company. For example, a person’s assets
might include cash, a house, a car, and stocks. A business’s assets might include cash,
equipment, and inventory.

Bond.

An investment offered to the public by a corporation, the U.S. Government, or a city. A
bond pays interest annually and is payable in full at a specified date. Bonds are rated,
and the rating indicates their probability of default.

Capital

The assets a borrower owns, for example a car, or cash in a savings account minus your
liabilities. If a borrower is unable to make his or her loan payments, a lender might use
these assets to pay the debt. Capital is also known as collateral or assets.

Capital gain.

The dollar amount by which an asset’s selling price exceeds its initial purchase price.
For example, if you buy a stock for $4 per share and sell it for $7 per share, your capital
gain is $3 per share.

Capital loss.

The decrease in value of an investment or asset. The opposite of capital gain.

Cash flow

A measure of the changes in a company’s cash during a specific period of time (usually
a month, quarter, or year). Specifically, a company’s cash income minus the cash payments it makes.

Certificates of Deposit
(CDs).

A bank account in which you agree to keep the money for a specified period of time,
usually anywhere from three months to several years. As a result, this account usually
offers higher rates of return than a savings account. Money removed before the agreed
upon date is subject to an early withdrawal penalty. The account pays interest on the
deposit and is FDIC-insured. Banks issue an actual certificate for a CD account. If no
certificate is issued, the account is known instead as a “time deposit.”

Compound interest.

When a financial institution pays you interest not only on your initial principal (the
amount you originally deposited) but also on the interest your deposit has earned over
time.

Credit rating.

An evaluation of an individual’s or business’s financial history and the ability to pay
debts. Lenders use this information to decide whether to approve a loan. The credit
rating is usually in the form of a number or letter.

Dividend.

If a company does well financially, its board of directors may decide to pay a small
amount of its profits, called a dividend, directly back to its shareholders. Dividends are
usually cash, but may also take the form of stock or other property.

Dollar cost averaging.

A method of accumulating assets by purchasing securities at regular intervals with a
fixed dollar amount.

Equity.

The value of your investment above the total of your lien (debt).
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Glossary
Fixed rate.

An interest rate that remains the same during the entire term of the loan.

Foreclose, repossess .

The legal process by which an owner’s right to a property is terminated, usually because
of failure to make loan payments as agreed. Foreclosure typically involves a forced sale of
the property at public auction, with the money applied to the remaining debt.

Home equity.

The financial difference between what your home or other real estate is worth and the
amount you still owe as debt on the home or other real estate. For example, your home
is worth $100,000 and you owe $75,000 on your mortgage, then you have $25,000 of
equity in your home.

Interest.

The amount of money paid by a borrower to a lender in exchange for the use of the
lender’s money for certain period of time. For example, you earn interest from a bank if
you have a savings account and you pay interest to a lender if you have a loan.

Interest rate.

The amount of interest paid per year divided by the principal amount (that is, the
amount loaned, deposited, or invested). For example, if you paid $500 in interest per year
for a loan of $10,000, the interest rate is 500 divided by 10,000, or five percent (5%).

Investing.

Purchasing something of value (for example, stocks or real estate) with the goal of earning money over time if the value increases.

Liability .

The amount of money an individual or business owes to someone else: a debt.

Liquidity .

The ability of an asset to be converted into cash quickly.

Money Market Deposit
Account (MMDA).

A form of savings account that requires a larger balance than CDs or regular savings
accounts, usually $10,000 or more.

Mortgage.

A loan to finance the purchase of a home, usually with defined payments and interest
rates. The homeowner gives the bank a lien, called the “mortgage,” on the home, which
serves as collateral for the loan.

Mutual fund.

A type of investment where an investment company sells shares to the public and then
invests the money in a group of investments such as stocks and bonds.

Net worth .

The value of a company or individual’s assets. Including cash, less total liabilities

Portfolio .

A collection of investments all owned by the same person or organization. For example,
a portfolio might include a variety of stocks, bonds, and mutual funds.

Principal.

The total amount of money borrowed, loaned, invested, etc., not including interest or
service charges.

Profit.

The positive gain from an investment or a business operation after subtracting all
expenses.

Rate of return .

The annual rate of return is the percentage change in the value of an investment. For
example: If you assume you earn a 10% annual rate of return, then you are assuming that
the value of your investment has grown by that percentage.
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Glossary
Real property assets.

Land and anything permanently affixed, including building, fences, trees, and minerals
that has monetary value that is owned by a person or a company.

Return on investment
(ROI) .

The income that an investment produces for the investor.

Rule of 72.

A way to estimate the time or interest rate you would need to double your money on
an investment. For example, if you have an investment that’s earning 8% per year, 72
divided by 8 equals 9. This means it would take about nine years for your original investment to double.

Simple interest.

Interest that is calculated only on the principal sum, that is, the amount of money that
was originally deposited. (By contrast, compound interest is when a financial institution
pays you interest not only on your initial principal but also on the interest your deposit
has earned over time.)

Stock.

Certificate of ownership in a company.

Stock exchange .

An organized market place in which stocks are traded by members of the exchange, such
as brokers and principals.

Term.

A period of time over which a loan is scheduled to be repaid. For example, a home mortgage may have a 30-year term, meaning it must be repaid within 30 years.
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Lesson 1: Getting Ahead.
In this lesson, participants look at where they’re headed financially. They test what they already know about saving,
investing, and building wealth.

Learning Objectives.

After completing this lesson, participants will be able to:
•

See how they now plan their financial future.

•

See what they already know about saving, investing and building wealth.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

If you’re earning money, what are you doing to reward yourself?

•

What do you think “wealth” is?

•

Have you taken any steps to start building wealth? If so, what are they?

The Basics.
•

There is a big difference between “having money” and building wealth.

•

Money comes in and goes out, but wealth encompasses things like savings, investments, property, or your own business.

•

Wealth is a set of resources that give you options and let you take advantage of opportunities
in life.
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Topic 4 — Save, Invest, and Build Wealth
Your Target Timeline (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page and distribute to your participants. Instruct them
to read each step and put a checkmark next to the ones they have already completed. Then, next to the
ones they haven’t yet completed, ask them to write down their intended timeline (e.g. by next month, or
“in one to two years” or “long term).
Begin a discussion by asking your participants to share what they’ve done already and what they need
to do.

Instructions:

Have participants read the checklist below. If they’ve already completed a step, have them put a
checkmark in the appropriate column. If they haven’t completed a step, instruct them to write in a
target timeline for completion (e.g. next year, long term, etc.)
Steps to Build Wealth.

Completed?
(checkmark).

If not completed,
suggested timeline?

I opened my own savings account.
I’m committed to a monthly saving goal.
I’ve set-up automatic transfers to my savings account.
As I earn more, I increase the amount I
save.
I contribute to my own/my company’s
retirement savings plan.
I have enough savings to cover 2-6 months
of expenses.
My debts are low enough that I can comfortably pay them.
I have started to invest in stocks, bonds, or
mutual funds.
I own my own home.
I have started my own business.

Instructor note:

Advise participants to continue to bring their goals and timeline into sharper focus over time. There are
no right or wrong answers. It’s all up to them.
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Topic 4 — Save, Invest, and Build Wealth
Your Target Timeline.
Instructions:

Read the checklist below. If you’ve already completed a step, put a checkmark in the appropriate
column. If you haven’t completed a step, write in a target timeline for completion (e.g. next year,
long term, etc.)
Steps to Build Wealth.

Completed?
(checkmark).

If not completed,
suggested timeline?

I opened my own savings account.
I’m committed to a monthly saving goal.
I’ve set-up automatic transfers to my savings account.
As I earn more, I increase the amount I
save.
I contribute to my own/my company’s
retirement savings plan.
I have enough savings to cover 2-6 months
of expenses.
My debts are low enough that I can comfortably pay them.
I have started to invest in stocks, bonds, or
mutual funds.
I own my own home.
I have started my own business.
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Topic 4 — Save, Invest, and Build Wealth

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Getting Ahead lesson:
•

There is a big difference between “having money” and building wealth.

•

Money comes in and goes out, but wealth encompasses things like savings, investments, property, or your own business.

•

Wealth is a set of resources that give you options and let you take advantage of opportunities
in life.

Additional Activities.
These activities are designed to extend the new concepts presented in the Getting Ahead lesson. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Using the checklist from the previous activity, create an action plan for completing the steps
you need to start building wealth in the next one to three years and beyond. Create a visual
timeline on a calendar.
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Lesson 2: Reward Yourself By Saving.
In this lesson, participants learn how savings can benefit them. It provides tips for saving more and earning more on
the money they save. The concept of compound interest is introduced and participants can see how it can make their
savings grow.

Learning Objectives.

After completing this lesson, participants will be able to:
•

State why saving money is critical to their financial future.

•

Use money-saving tips.

•

Explain the power of compound interest.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Who here saves money on a regular basis (other than saving up for a special item/occasion)?
How do you do it?

•

Are there some short-term or long term items you are saving for or want to save for?

•

Why is interest an important consideration when talking about savings?

•

What is compound interest?

The Basics.
•

Saving is a key to financial independence and building wealth.

•

Think of saving as giving a gift, or paying a reward, to you!

•

The money you save gives you so many benefits, like cash in an emergency, and the ability to
buy big things, like a car.

•

Building up huge amounts won’t happen overnight. But it will happen if you make it a habit,
make it automatic, and stick with it over time.

•

A great place to save is in a bank savings account. It helps your money grow with interest.

•

Compounding is a powerful way to make your money grow faster.

•

The higher the APY, the more interest you receive.

•

Savings is an investment in yourself and your future.

Before you start the lesson, use the following scenario to get participants thinking.
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Topic 4 — Save, Invest, and Build Wealth
Scenario Activity: Building a Future (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. Ask participants to choose the best possible option,
and then, for each option, instruct them to write a few sentences about why it was right or wrong for the
situation. After participants finish, lead a group discussion about their choices, using the consequences
and feedback provided below. Then have them share similar experiences they may have had.

Instructions:

Have participants read Randie’s story. Based on her situation, have them choose the best possible
option. Then, for each option, have them write a few sentences about why the option was right or
wrong for Randie’s situation.

Randie’s Story.
Randie is trying to decide how to increase her savings. Randie’s making money, paying bills, and
buying stuff, but sometimes runs short between paychecks. She doesn’t like feeling broke. She wants
to get into the habit of saving so that she has money to fall back on if she loses her job or has an
emergency. She also wants to save up for big purchases, like a vacation trip. In the long-run she wants
something to show for her hard work and to be able to retire some day. What should Randie do?
1.

Make saving her #1 priority. Set a goal and calculate an amount to save every month no matter what.
Consequences: This didn’t work out for Randie. She needed to get real about how much she could
save based on her earnings and monthly expenses. She has to pay her bills no matter what, but she
should save too. There may be some expenses she can cut back on, and if she gets a raise or a bonus
or a tax refund, she can save that, too.
Feedback: This advice wasn’t realistic. She’s better off setting an amount to save from every paycheck, taking into account her monthly income and expenses. Her ideas to cut expenses and save
extra money are both great.

2.

Put any extra money she receives (such as tax refunds, bonuses, raises, gifts) into her savings.
Consequences: Setting aside extra money definitely helps, but my savings aren’t building up as
much or as fast as she wants. It might be easier to have a percentage of every paycheck automatically go into my savings account. If she doesn’t see that money, she won’t be tempted to spend it,
and her savings will build up a lot faster.
Feedback: Good advice but it’s only part of the solution. A great way to save more is to make it
automatic. She can do better by having a percentage of every paycheck deposited directly into her
savings account, or sets up an automatic monthly transfer from her checking account.

3.

Automatically deposit a percentage of her income (e.g. 5–10%) into her savings account.
Consequences: This is great for Randie. Money goes right into her savings so she’s never tempted to
spend it. The percentage works for her, so she still has enough money to pay bills. Now she’s looking at other ways to keep her savings growing—like earning a higher interest rate and saving extra
money, like my tax refund.
Feedback: Awesome advice! Making savings automatic and saving as much as you can at the best
interest rate you can find are all great strategies for building wealth and a strong financial future. As
she earns more over time, she should increase the amount she saves as much as she can.

Instructor note:

Tell your participants to see the Spending Smart topic to learn more about creating their own spending
plan, including deciding how much to save.
HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SAVE, INVEST, AND BUILD WEALTH • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 13 of 85

Topic 4 — Save, Invest, and Build Wealth
Scenario Activity: Building a Future.
Instructions:

Read Randie’s story. Based on her situation, choose the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Randie’s situation.

Randie’s Story.
Randie is trying to decide how to increase her savings. Randie’s making money, paying bills, and
buying stuff, but sometimes runs short between paychecks. She doesn’t like feeling broke. She wants
to get into the habit of saving so that she has money to fall back on if she loses her job or has an
emergency. She also wants to save up for big purchases, like a vacation trip. In the long-run she wants
something to show for her hard work and to be able to retire some day. What should Randie do?
1.

Make saving her #1 priority. Set a goal and calculate an amount to save every month no matter what.
Should Randie choose this option? Why or why not?

2.

Put any extra money she receives (such as tax refunds, bonuses, raises, gifts) into her savings.
Should Randie choose this option? Why or why not?

3.

Automatically deposit a percentage of her income (e.g. 5–10%) into her savings account.
Should Randie choose this option? Why or why not?

To earn more interest on your savings, shop for a savings account with the highest Annual
Percentage Yield (APY) you can find.
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Topic 4 — Save, Invest, and Build Wealth
All About Saving (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to come in and speak with the class about saving.
Photocopy the activity handout on the following page Begin a discussion with your participants by asking questions such as:
•
Who has a savings account? Are you using it to save money for something special?
•

When did you start saving money? How has it benefited you?

•

What is one way to make saving money easier for you?

Then distribute the activity handout and focus on these key points.
After this activity, transition to the next topic which shows the power of compound interest.

Key points:
•

Saving is a key to financial independence and building wealth.

•

Think of saving as giving a gift, or paying a reward, to you!

•

The money you save gives you so many benefits, like cash in an emergency, and the ability to
buy big things, like a car.

•

Building up huge amounts won’t happen overnight. But it will happen if you make it a habit,
make it automatic, and stick with it over time.

•

A great place to save is in a bank savings account. It helps your money grow with interest.

Ways a savings
account can
benefit you.

•

Keeps your money safe.

•

Your money grows with interest.

•

You’re prepared for unexpected expenses.

•

You’re ready to make large purchases.

•

Helps you achieve major life goals.

•

If you put savings in an interest earning account, such as a bank
savings account, the amount of interest you’ll earn depends on
three factors: the interest rate; how long you keep the money in your
account; and, how the bank pays the interest.

•

Almost all banks compound interest. It’s a powerful way to make your
savings grow faster.

•

Compounding means a financial institution pays you interest on the
amount you originally deposited, and on the interest your deposit
earns over time.

•

With compound interest, your money grows more and a lot faster. (If
an account pays what’s called simple interest, you only earn interest
on the principal—the amount of money you originally deposited.)

How much interest
can I earn?

What is compound
interest?
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All About Saving (Instructor Copy) (continued).
How often is
interest
compounded?
How do I pick
a high-interest
account?
Is the interest
I earn taxable?

•

Depending on the account, interest may be compounded daily,
monthly, or quarterly.

•

Each time, you’re paid interest on the new, total amount in your account.

•

The more frequently money is compounded, the more interest you’ll earn.

•

Compare the annual percentage yield, or APY, of the accounts.

•

The APY is the rate of return for a one year period. The higher the APY
percentage, the more interest you’ll receive.

•

Yes. The interest you earn in your bank accounts is considered
income, so it is taxable.

•

The bank will send you a form at the end of the year that shows the
total amount of interest you earned.

The higher the interest rate, the more your money grows. Also, time is one of your most important tools for saving and investing. The more time your money has to grow, the better.
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All About Saving.

Ways a savings
account can
benefit you.

•

Keeps your money safe.

•

Your money grows with interest.

•

You’re prepared for unexpected expenses.

•

You’re ready to make large purchases.

•

Helps you achieve major life goals.

•

If you put savings in an interest earning account, such as a bank
savings account, the amount of interest you’ll earn depends on
three factors: the interest rate; how long you keep the money in your
account; and, how the bank pays the interest.

•

Almost all banks compound interest. It’s a powerful way to make your
savings grow faster.

•

Compounding means a financial institution pays you interest on the
amount you originally deposited, and on the interest your deposit
earns over time.

•

With compound interest, your money grows more and a lot faster. (If
an account pays what’s called simple interest, you only earn interest
on the principal—the amount of money you originally deposited.)

•

Depending on the account, interest may be compounded daily,
monthly, or quarterly.

•

Each time, you’re paid interest on the new, total amount in your account.

•

The more frequently money is compounded, the more interest you’ll earn.

•

Compare the annual percentage yield, or APY, of the accounts.

•

The APY is the rate of return for a one year period. The higher the APY
percentage, the more interest you’ll receive.

•

Yes. The interest you earn in your bank accounts is considered
income, so it is taxable.

•

The bank will send you a form at the end of the year that shows the
total amount of interest you earned.

How much interest
can I earn?

What is compound
interest?

How often is
interest
compounded?
How do I pick
a high-interest
account?
Is the interest
I earn taxable?

The higher the interest rate, the more your money grows. Also, time is one of your most important tools for saving and investing. The more time your money has to grow, the better.
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Topic 4 — Save, Invest, and Build Wealth
Compare the Results Activity (Instructor Copy).
Instructor note:

It’s easy to see the benefits of compound interest when the results are compared side-by-side. Use this
comparison to reinforce the benefits of compound interest.
Photocopy the activity handout on the following page. First, introduce the story of the Shoebox Saver (puts
money in a shoebox, under a mattress, etc.) and the Super Saver (puts money in interest-earning accounts).
Then, tell participants that both people put away five dollars per day per year. The Super Saver earned
5% interest, compounded daily.
Ask participants how much more money they think the Super Saver has made after 30 years as compared
to the Shoebox Saver.
After you receive guesses from the participants, pass out the handout with the savings chart.

SHOEBOX SAVER

SUPER SAVER

Year 1
$1,825

Year 1
$1,871
$46 more

Year 5
$9,125

Year 5
$10,366
$1,241 more

Year 10
$18,250

Year 10
$23,677
$5,427 more

Year 30
$54,750

Year 30
$127,077
$72,327 more!

There’s not much difference at the end of one year—but at the end of 30 years, the “Super
Saver” has more than $72,000 extra!
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Topic 4 — Save, Invest, and Build Wealth
Compare the Results Activity.

SHOEBOX SAVER

SUPER SAVER

Year 1
$1,825

Year 1
$1,871
$46 more

Year 5
$9,125

Year 5
$10,366
$1,241 more

Year 10
$18,250

Year 10
$23,677
$5,427 more

Year 30
$54,750

Year 30
$127,077
$72,327 more!

There’s not much difference at the end of one year—but at the end of 30 years, the “Super
Saver” has more than $72,000 extra!
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Topic 4 — Save, Invest, and Build Wealth
Try an Interest Formula Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into small groups. Introduce the
formula for calculating compound interest. Explain each variable in the equation. Explain to them when
they use this formula, they should take the amount in the parentheses and take it to the “nth” power and
then multiply by P. Instruct your participants to use the formula to complete the example.
The formula for calculating compound interest is:

M = P( 1 + i )n.
•

Where M is the final amount including the principal.

•

P is the principal amount.

•

i is the rate of interest per year.

•

n is the number of years invested.

Instructions:

Have your participants use this formula to determine the final amount of money they’ll have if they invest:
•

$1000.00

•

For three years

•

With a 5% compound interest rate

M = 1000 (1 + 5%)3.
Answer Key:

Step 1: Change 5% to .05.
Equation now reads: M=1000 (1+ .05)3
Step 2: Add 1 and .05.
Equation now reads: M= 1000 (1.053)
Step 3: Cube 1.05 (1.05 x 1.05 x 1.05).
Equation now reads: M=1000 (1.15762)
Step 4: Multiply 1000 by 1.15762.
Final Answer: $1157.62

Next, if your participants want to save more money, introduce some savings tips that will really help.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SAVE, INVEST, AND BUILD WEALTH • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 20 of 85

Topic 4 — Save, Invest, and Build Wealth
Try an Interest Formula Activity.
TThe formula for calculating compound interest is:

M = P( 1 + i )n.
•

Where M is the final amount including the principal.

•

P is the principal amount.

•

i is the rate of interest per year.

•

n is the number of years invested.

Instructions:

Have your participants use this formula to determine the final amount of money they’ll have if they invest:
•

$1000.00

•

For three years

•

With a 5% compound interest rate

Final Answer:
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Topic 4 — Save, Invest, and Build Wealth
Tips for Saving More $ (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into small groups. Instruct each
group to create a list of ideas that will help them save more money. Then, have each group share their
list. Write the best of each groups’ ideas on a whiteboard/chalkboard or large piece of paper. Then, distribute this handout and focus on the key points.
Do you have enough cash to fall back on or to make big-ticket buys? Hope to retire someday? Learn
to be a better saver by following these tips.

Do you want it
or need it?
Make savings an
automatic habit.

Pay yourself first!

•

Are you buying products or services you don’t really need?

•

Save money by cutting back on eating out or buying the latest fads
and fashions. Also give some thought to items on which you could
spend less.

•

Put a portion of every paycheck into your savings account by using
direct deposit or automatic transfer. You’ll be much less likely to
spend the money that way.

•

Set aside money for savings at the beginning of each month, rather
than waiting to see what’s left at the end.

•

Decide on a percentage of your monthly income (e.g. 5–10%) to
direct deposit or transfer into your savings account.

•

If you receive a tax refund, deposit it directly into your savings account.

•
Set aside “extra”
money into savings. •
•

Save for retirement.

If you receive cash as a gift, save at least part of it.
If you have paid off a loan, keep making the monthly payments—
to yourself, in your own savings account!

•

When you pay bills on time, you avoid late fees; extra finance charges;
disconnection of (and re-connection fees for) phone, electricity, or
other services; the cost of eviction; repossession of cars or other items;
bill collectors.

•

At $10 or more for each check you cash, this can add up to several
hundred dollars per year.

•

Consider opening a checking account at a bank instead.

•

If you work for a company that has a retirement savings plan, don’t
pass up the opportunity to participate.

•

If you’re self-employed, set up a retirement savings account of
your own.

Pay your bills
on time.
Avoid checkcashing stores.

If you get a raise or bonus put the extra amount into your savings.
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Topic 4 — Save, Invest, and Build Wealth
Tips for Saving More $.
Do you have enough cash to fall back on or to make big-ticket buys? Hope to retire someday? Learn
to be a better saver by following these tips.

Do you want it
or need it?
Make savings an
automatic habit.

Pay yourself first!

•

Are you buying products or services you don’t really need?

•

Save money by cutting back on eating out or buying the latest fads
and fashions. Also give some thought to items on which you could
spend less.

•

Put a portion of every paycheck into your savings account by using
direct deposit or automatic transfer. You’ll be much less likely to
spend the money that way.

•

Set aside money for savings at the beginning of each month, rather
than waiting to see what’s left at the end.

•

Decide on a percentage of your monthly income (e.g. 5–10%) to
direct deposit or transfer into your savings account.

•

If you receive a tax refund, deposit it directly into your savings account.

•
Set aside “extra”
money into savings. •
•

Save for retirement.

If you receive cash as a gift, save at least part of it.
If you have paid off a loan, keep making the monthly payments—
to yourself, in your own savings account!

•

When you pay bills on time, you avoid late fees; extra finance charges;
disconnection of (and re-connection fees for) phone, electricity, or
other services; the cost of eviction; repossession of cars or other items;
bill collectors.

•

At $10 or more for each check you cash, this can add up to several
hundred dollars per year.

•

Consider opening a checking account at a bank instead.

•

If you work for a company that has a retirement savings plan, don’t
pass up the opportunity to participate.

•

If you’re self-employed, set up a retirement savings account of
your own.

Pay your bills
on time.
Avoid checkcashing stores.

If you get a raise or bonus put the extra amount into your savings.
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Topic 4 — Save, Invest, and Build Wealth
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Personal Goal Setting.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 4 — Save, Invest, and Build Wealth

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Reward Yourself By Saving lesson:
•

Saving is a key to financial independence and building wealth.

•

Think of saving as giving a gift, or paying a reward, to you!

•

The money you save gives you so many benefits, like cash in an emergency, and the ability to
buy big things, like a car.

•

Building up huge amounts won’t happen overnight. But it will happen if you make it a habit,
make it automatic, and stick with it over time.

•

A great place to save is in a bank savings account. It helps your money grow with interest.

•

Compounding is a powerful way to make your money grow faster.

•

The higher the APY, the more interest you receive.

•

Savings is an investment in yourself and your future.

Additional Activities.
These activities are designed to extend the new concepts presented in the Reward Yourself by Saving lesson. Use these
or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

If you don’t already, set up an automatic savings plan. Have money automatically deposited
into a savings account from every paycheck.

•

Create a list of things you’d like to buy/achieve (a special item, a trip, etc.) in the next three
months, the next six months and a year from now. What can you to do accomplish these goals?
What are the costs of each goal?

•

Research online savings accounts or see what special deals your bank offers for saving.
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Topic 4 — Save, Invest, and Build Wealth

Lesson 3: Investing Basics.
In this lesson, participants learn that investing involves taking risks for potential rewards. This lesson introduces what
they should know before they start investing, such as basic investing terminology, types of investments, how inflation erodes money and how compounding can make it grow. The lesson also covers the Rule of 72.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain the concept of risk vs. reward.

•

Explain investing basics, such as terminology, investment types and inflation.

•

Explain the Rule of 72.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Do you or your family have any investments? Are they stocks, bonds, real estate?

•

Do you think you’re in a position to begin investing? Why or why not?

•

What happens during inflation to value of money? Are we having inflation or deflation right now?

•

Has anyone heard of compound interest? How does it work?

•

Is there a difference between saving and investing? What is it? Is one better than the other?

The Basics.
•

Investing is putting money you’ve saved into things you think will increase in value over time.

•

There are lots of possible investments. Examples include stocks, bonds and real estate.

•

Buy investments when the price is low, then try to sell when the price is high. That’s how you
make a profit.

•

One big difference between saving and investing is that investing always involves risk.

•

If the value of your investment goes up, you could earn more than you would in a savings
account. But if the value goes down, you could lose some or even all of your money.

•

Never invest money that you can’t afford to lose.

•

Any time you sell an investment for a profit, your earnings are called capital gains. If you lose
money when you sell your investment, you’ll have what’s called a capital loss.

•

With investing, there’s always a risk of losing some or even all of your money if the investment
doesn’t perform well.

•

The greater the risk of a loss on an investment, the greater the potential return. The lower the
risk of loss, the lower the potential return.

•

Return on investment (ROI) is the money income that an investment produces for the investor.

•

Any time you sell an investment for a profit, your earnings are called capital gains. If you lose
money when you sell your investment, you’ll have what’s called a capital loss.
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Topic 4 — Save, Invest, and Build Wealth
Saving vs. Investing Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into small groups. Instruct them
to brainstorm the differences between savings and investing. Ask each group to share their list as you
write them on a whiteboard/chalkboard or large piece of paper. Then, use the key points below to lead
the discussion.

Instructions:

Have your participants list differences and similarities between investing and saving.
Compare some of the differences between saving and investing.
Saving.

Investing.

Short-term: Ready to go.
•
Saving is typically for smaller, shorter-term
goals in the near future (usually three years
or less) like going on vacation or having
money for an emergency.

Long-term : Achieve major goals.
•
Investing can help you reach bigger longterm goals (at least four to five years away),
like buying a house or retiring.

Ready access to cash.
•
A savings account gives you access to
ready cash when you need it.

Harder to access cash.
•
When you invest your money, it’s typically
not as easy to get your hands on it quickly
as compared to a savings account.

•

But many savings accounts do limit how
often you can take your money out. Ask at
your bank.

Minimal risk.
•
If your money is in a savings account, it’s at
minimal or no risk.

Always involves risk.
•
You may lose some or all of the money you
invest.

Earn interest.
•
You can earn interest by putting money in
a savings account, but savings accounts
generally earn a lower return than do
investments.

Potential for profit.
•
Investments have the potential for higher
return than a regular savings account.
•

Your investments may appreciate (go up
in value) over time. This increases your net
worth, which is the value of your assets
(what you own) minus your liabilities (what
you owe).

•

If you sell for higher price than you
invested initially, you make a profit.

Remember: the greater the risk of an investment, the higher potential return or loss of your money.

Next, introduce participants to different types of investments.
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Topic 4 — Save, Invest, and Build Wealth
Saving vs. Investing Activity.
Instructions:

List differences and similarities between investing and saving.
Saving.
Example: Provides ready cash for emergencies.

Investing.
Example: Can help you achieve long-term goals.

Remember: the greater the risk of an investment, the higher potential return or loss of your money.
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Topic 4 — Save, Invest, and Build Wealth
Types of Investments (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to class to discuss investment options.
Photocopy the activity handouts on the following two pages. Begin a discussion with your participants
by asking questions such as:
•
Do any of you have any investments?
•

Have your parents or other family members invested money for you?

•

What investing terms or types of investments have you heard about?

Before you invest, it’s important to understand the basics about different types of investments.

Low-risk
investments.

Certificates of
Deposit (CDs).

Money Market
Deposit Account
(MMDA).

Stocks.

•

Low-risk investments enable you to earn interest on your money while
maintaining some liquidity—flexible access to your cash.

•

The odds of losing your money through these investments are
extremely low, but they have lower potential return compared to
higher-risk investments like stocks.

•

Examples: Certificates of Deposit (CDs) and Money Market Deposit
Accounts (MMDA).

•

CDs = a low-risk investment you can open with an initial deposit of as
little as $1,000.

•

With CDs, you agree that you won’t touch the money you deposit for a
specific period of time (from a few days to a few years).

•

Generally, the longer you keep your money in the account, the greater
the return rate

•

A (MMDA) is a low-risk investment. It’s a form of savings account that
requires a larger balance than CDs or regular savings accounts, usually
$10,000 or more.

•

Compared to regular savings accounts, MMDAs offer a better interest
rate and allow you more flexible access to the funds in your account.

•

Investing in stocks is risky because their value can change daily.

•

But stocks can also have great potential for growth and total return.

•

When you invest in stocks, you’re investing in businesses. These could
be small, medium, or large companies in the U.S. or around the world.

•

Buying stock gives you part ownership in a company. That’s why you
should only buy stocks in companies you believe in, and believe you
can do well.

•

Stocks are usually bought and sold in units called shares. A share’s value, or
share price, rises and falls based on how much people will pay for a share.

What are “shares” •
and “dividends?”
•

People will pay money for the stock if they think the company will be
successful. If it is, its stock will increase in value.
Sometimes the company will also pay its investors a dividend. That’s
when the company pays the shareholders a part of its profits.
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Topic 4 — Save, Invest, and Build Wealth
Types of Investments (Instructor Copy) (continued).

Mutual funds.

Risk vs. reward
with mutual
funds.

Bonds.

Why do people
invest in bonds?

Is there risk in
buying bonds?

Real Estate.

•

A mutual fund is a professionally managed collection of money from a
group of investors.

•

A mutual fund manager decides which stocks or bonds to buy and sell
and when for everyone in the group.

•

Some mutual funds will be higher risk than others, and no mutual fund
is a sure thing.

•

Because a mutual fund invests in a variety of stocks, bonds, and other
products, there is usually greater potential reward than many low-risk
investments, and less risk than buying individual stocks and some bonds.

•

Corporations, governments and municipalities issue bonds to raise funds.

•

In return they typically repay the bond owners with interest. In this way,
a bond is like a loan.

•

When you purchase a bond, you are lending money to a corporation or
to the government for a certain period of time called a term.

•

The bond certificate is a promise from the corporation or government that
they will repay you on a specific date, usually with a fixed rate of interest.

•

The main objectives of investing in bonds are current income and the
potential for stability and future income.

•

Bond terms can range from a few months to 30 years.

•

The longer you hold your investment in bonds, the better the return—
so consider bonds a long-term investment.

•

Yes, like all investments, bonds involve risk. Government bonds are lowrisk because they are backed by the U.S. government.

•

Corporate bonds have a higher potential risk. You should research the
company before you invest to make sure it has the ability to repay the loan.

•

Many people invest in real estate, such as a home or property.

•

One positive aspect to investing in real estate is that it usually increases
in value over time without the daily ups and downs that happen in the
stock market.

•

Like stocks, you earn money when you sell real estate for more than
what you paid for it.

•

Keep in mind that it can take time to sell a home or property, and that
there are costs involved in buying, selling, and owning real estate.

The collection of investments you own is called your portfolio.
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Topic 4 — Save, Invest, and Build Wealth
Types of Investments.
Before you invest, it’s important to understand the basics about different types of investments.

Low-risk
investments.

Certificates of
Deposit (CDs).

Money Market
Deposit Account
(MMDA).

Stocks.

•

Low-risk investments enable you to earn interest on your money while
maintaining some liquidity—flexible access to your cash.

•

The odds of losing your money through these investments are
extremely low, but they have lower potential return compared to
higher-risk investments like stocks.

•

Examples: Certificates of Deposit (CDs) and Money Market Deposit
Accounts (MMDA).

•

CDs = a low-risk investment you can open with an initial deposit of as
little as $1,000.

•

With CDs, you agree that you won’t touch the money you deposit for a
specific period of time (from a few days to a few years).

•

Generally, the longer you keep your money in the account, the greater
the return rate

•

A (MMDA) is a low-risk investment. It’s a form of savings account that
requires a larger balance than CDs or regular savings accounts, usually
$10,000 or more.

•

Compared to regular savings accounts, MMDAs offer a better interest
rate and allow you more flexible access to the funds in your account.

•

Investing in stocks is risky because their value can change daily.

•

But stocks can also have great potential for growth and total return.

•

When you invest in stocks, you’re investing in businesses. These could
be small, medium, or large companies in the U.S. or around the world.

•

Buying stock gives you part ownership in a company. That’s why you
should only buy stocks in companies you believe in, and believe you
can do well.

•

Stocks are usually bought and sold in units called shares. A share’s value, or
share price, rises and falls based on how much people will pay for a share.

What are “shares” •
and “dividends?”

Mutual funds.

People will pay money for the stock if they think the company will be
successful. If it is, its stock will increase in value.

•

Sometimes the company will also pay its investors a dividend. That’s
when the company pays the shareholders a part of its profits.

•

A mutual fund is a professionally managed collection of money from a
group of investors.

•

A mutual fund manager decides which stocks or bonds to buy and sell
and when for everyone in the group.

•

Some mutual funds will be higher risk than others, and no mutual fund
is a sure thing.
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Topic 4 — Save, Invest, and Build Wealth
Types of Investments (continued).
Risk vs. reward
with mutual
funds.

Bonds.

Why do people
invest in bonds?

Is there risk in
buying bonds?

Real Estate.

•

Because a mutual fund invests in a variety of stocks, bonds, and other
products, there is usually greater potential reward than many low-risk
investments, and less risk than buying individual stocks and some bonds.

•

Corporations, governments and municipalities issue bonds to raise funds.

•

In return they typically repay the bond owners with interest. In this way,
a bond is like a loan.

•

When you purchase a bond, you are lending money to a corporation or
to the government for a certain period of time called a term.

•

The bond certificate is a promise from the corporation or government that
they will repay you on a specific date, usually with a fixed rate of interest.

•

The main objectives of investing in bonds are current income and the
potential for stability and future income.

•

Bond terms can range from a few months to 30 years.

•

The longer you hold your investment in bonds, the better the return—
so consider bonds a long-term investment.

•

Yes, like all investments, bonds involve risk. Government bonds are lowrisk because they are backed by the U.S. government.

•

Corporate bonds have a higher potential risk. You should research the
company before you invest to make sure it has the ability to repay the loan.

•

Many people invest in real estate, such as a home or property.

•

One positive aspect to investing in real estate is that it usually increases
in value over time without the daily ups and downs that happen in the
stock market.

•

Like stocks, you earn money when you sell real estate for more than
what you paid for it.

•

Keep in mind that it can take time to sell a home or property, and that
there are costs involved in buying, selling, and owning real estate.

The collection of investments you own is called your portfolio.
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Topic 4 — Save, Invest, and Build Wealth
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Articles: About Bonds, About Stocks and About Mutual Funds.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 4 — Save, Invest, and Build Wealth
Inflation Erodes Purchasing Power (Instructor Copy).
Instructor note:

Consider inviting an economics professional or an economics professor or teacher from a nearby college,
community college or high school to talk to your class about inflation.
Discuss the concept of inflation using these key points. You can use the graph and example to enhance
inflation information.

Key points:
•

This graph shows how inflation affects your money over time.

•

You’ve probably noticed that the prices for lots of things have gone up over
the years.

•

When the general price level of goods and services goes up, that means the
purchasing power of your dollar goes down.

•

It’s called inflation, and it can really eat away at your future purchasing power.

•

It’s important to understand that if your money isn’t growing at a rate at least
equal to the rate of inflation, you’re losing money.

•

Try to make sure that your money is always growing at a higher rate than the
rate of inflation. Saving and investing money can help you do that.

Example:

Let’s say you stash $1,000 in a safety deposit box and leave it there for 25 years. Assuming an inflation rate of 4%, when you take the money out, your original $1,000 would only be able to purchase
$368 worth of goods!

Next, show your participants the power of compound interest.
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Topic 4 — Save, Invest, and Build Wealth
Inflation Erodes Purchasing Power (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to talk to your class about compound interest.
Begin a discussion with your participants by asking questions such as:
•

What is compound interest?

•

How do you think compound interest can benefit you?

Then focus on these key points:
Use the chart to show the most important point of compound interest:

Compounding occurs when your earnings on an investment are added to the
amount you originally invested.
Principal in Dollars.
Annual Contributions.

$1000.
4.

Interest Rate.

4%.

Length in Years.

20.

Compounded Yearly.

2315.00.

Compounded Quarterly.

2339.60.

Compounded Monthly.

2345. 25.

Compounded Daily.

2348.00.

Key points:
•

To take advantage of the power of compounding, it pays to start investing as
soon as you can.

•

The earlier you start, the easier it will be to achieve your financial goals.

•

Compounding occurs when your earnings on an investment are added to the
amount you originally invested.

•

As your total investment grows larger, your earnings have the potential to
grow larger, too.

•

How fast an investment grows over time depends on the rate of return you
earn each year.

Get started investing as early as you can! Many investors lose out because they wait too long to
get started or invest too little. If you don’t start investing early, it can be difficult to catch up.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SAVE, INVEST, AND BUILD WEALTH • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 35 of 85

Topic 4 — Save, Invest, and Build Wealth
The Rule of 72 Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into pairs and distribute the
activity handout.
Say to participants as you write the formula on a whiteboard/chalkboard or large piece of paper:
“Let’s say you have an investment that’s earning 8% per year. Start with the number 72 and divide it by
the interest rate, eight. 72 divided by 8 equals 9. This means it would take about nine years for your original investment to double.”
Then, explain that you will be read three questions based on this formula. The first group to buzz in with
the correct answer earns one point. If a team states a wrong answer, another team can steal.

Instructions:

Have your participants complete the math problems on the page using this formula:

72 ÷ interest rate = years it will take to double your investment.
1.

Take the interest rate of your investment.

2.

Divide 72 by the interest rate.

3.

The number you come up with is how many years it will take your original investment
to double.

Scenario 1:

You have an investment that’s earning 4% per year. How many years will it take to double your
investment?
Answer:

18 years

.

Scenario 2:

You have 10 years to invest your money. What interest rate will you need to have to double your
money in that time?
Answer:

7.2%

.

Scenario 3:

Your investment earns 6%. How many years will it take to double that investment?
Answer:

12 years

.
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Topic 4 — Save, Invest, and Build Wealth
The Rule of 72 Activity

72 ÷ interest rate = years it will take to double your investment.
1.

Take the interest rate of your investment.

2.

Divide 72 by the interest rate.

3.

The number you come up with is how many years it will take your original investment
to double.

Instructions:

Listen to each scenario your instructor reads. Use the formula to come up with the correct answer.

Scenario 1:

Scenario 2:

Scenario 3:
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Topic 4 — Save, Invest, and Build Wealth

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Investing Basics lesson:
•

Investing is putting money you’ve saved into things you think will increase in value over time.

•

There are lots of possible investments. Examples include stocks, bonds and real estate.

•

Buy investments when the price is low, then try to sell when the price is high. That’s how you
make a profit.

•

One big difference between saving and investing is that investing always involves risk.

•

If the value of your investment goes up, you could earn more than you would in a savings
account. But if the value goes down, you could lose some or even all of your money.

•

Never invest money that you can’t afford to lose.

•

Any time you sell an investment for a profit, your earnings are called capital gains. If you lose
money when you sell your investment, you’ll have what’s called a capital loss.

•

With investing, there’s always a risk of losing some or even all of your money if the investment
doesn’t perform well.

•

The greater the risk of a loss on an investment, the greater the potential return. The lower the
risk of loss, the lower the potential return.

•

Return on investment (ROI) is the money income that an investment produces for the investor.

•

Any time you sell an investment for a profit, your earnings are called capital gains. If you lose
money when you sell your investment, you’ll have what’s called a capital loss.

Additional Activities.
These activities are designed to extend the new concepts presented in the Save, Invest and Build Wealth topic. Use
these or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Go online and find different investing and compound interest calculators. Experiment with different amounts of money that you think you could comfortably save. Then use these figures to
see how fast your money will grow over time.

•

Research stock prices of some of your favorite companies. Find out what the stock prices were
for these same companies a year ago, five years ago or ten years ago.

•

Make a list of companies that you think you could invest in and will do well over the long term.
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Topic 4 — Save, Invest, and Build Wealth

Lesson 4: Getting Started With Investing.
This lesson shows participants if they’re ready to invest. Participants learn how to get started with investing. The lesson
introduces valuable guidelines for smart investing: deciding when to buy and sell, diversifying to reduce risk, and more.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Determine whether or not they’re ready to invest.

•

Identify the steps they should take to get started with investing.

•

Follow guidelines for smart investing.

Start the Discussion.

To start a discussion with your participants, ask some open-ended. Here are some examples you could use:
•

When do you think you can start investing?

•

How much money do you think you’ll need before you can start?

•

Where did you come up with that figure?

•

If you are ready to invest, what is your first step?

The Basics.
•

Before you start to invest, be sure you’re prepared to cover your expenses in case of an emergency, a sudden illness, or if you lose your job.

•

There are specific steps you should take before investing.

•

There are specific guidelines you can follow to invest wisely.

Before you start the lesson, use the following scenario to get participants thinking.
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Topic 4 — Save, Invest, and Build Wealth
Scenario Activity: Jack Considers an Investment (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. Ask participants to choose the best possible option,
and then, for each option, instruct them to write a few sentences about why it was right or wrong for the
situation. After participants finish, lead a group discussion about their choices, using the consequences
and feedback provided below. Then have them share similar experiences they may have had.

Instructions:

Have participants read Jack’s story. Based on his situation, have them choose the best possible
option. Then, for each option, have them write a few sentences about why the option was right or
wrong for Jack’s situation.

Jack’s Story.
Jack’s trying to decide whether to invest in his friends’ new start-up company. He is off to a good start
financially. He has minimized his expenses, built up his savings, and started to invest. Some friends
have a fantastic new business idea and have asked him to invest, but they don’t have a business plan.
He’d have to quickly sell the investments he’s made so far to give them the money. His investments are
low-risk but haven’t earned much. Is this his chance for a huge profit? What should he do?
1.

Yes! The whole idea of investing is to make a profit. He shouldn’t pass up this opportunity.
Consequences: Jack believes in his friends. He invested everything with them, even paying fees and
taking a loss on investments he sold. He’s not sleeping well, though. This investment is too high-risk
for him. His friends have already spent most of his money, so it’s not like he can get it back right now.
Feedback: Not good advice. It’s important to decide how much risk you’re comfortable with. Overreacting to “hot” investment opportunities can put you in danger of losing your money. Dividing your
money between different types of investments, called diversifying, is a good way to reduce your risk.

2.

No, it’s too risky. He should get a cash advance on a credit card and give them 50% of the amount.
Consequences: It was a good idea to keep his other investments, but no to take a cash advance on
a credit card? Now he has to pay a huge amount of interest on the loan—way more than the return
he could get on the investment. And, if he can’t get it back, he’ll damage his credit. And the business
might not earn a profit.
Feedback: Keeping his investments was a good idea, but the cash advance was definitely not! This
advice put both Jack’s money and his credit at high risk with no guarantee of reward.

3.

No! It’s too risky without a business plan. He needs to “wait and see.” This business may fail.
Consequences: This seemed like a ‘once-in-a-lifetime’ opportunity. But if something sounds too good
to be true, it probably is. His friends are psyched, but they don’t even have a business plan yet. Jack
should divide his money between different types of investments, companies, and industries.
Feedback: Good advice! It may have been hard for him to take a pass, but Jack made the smart
choice. He’s controlling the amount of risk he wants to take. Dividing his money between different
types of investments, called diversifying his portfolio, is a good way for him to cut his risk.
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Topic 4 — Save, Invest, and Build Wealth
Scenario Activity: Jack Considers an Investment.
Instructions:

Read Jack’s story. Based on his situation, choose the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Jack’s situation.

Jack’s Story.
Jack’s trying to decide whether to invest in his friends’ new start-up company. He is off to a good start
financially. He has minimized his expenses, built up his savings, and started to invest. Some friends
have a fantastic new business idea and have asked him to invest, but they don’t have a business plan.
He’d have to quickly sell the investments he’s made so far to give them the money. His investments are
low-risk but haven’t earned much. Is this his chance for a huge profit? What should he do?
1.

Yes! The whole idea of investing is to make a profit. He shouldn’t pass up this opportunity.
Should Jack choose this option? Why or why not?

2.

No, it’s too risky. He should get a cash advance on a credit card and give them 50% of the amount.
Should Jack choose this option? Why or why not?

3.

No! It’s too risky without a business plan. He needs to “wait and see.” This business may fail.
Should Jack choose this option? Why or why not?
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Topic 4 — Save, Invest, and Build Wealth
Ready To Invest? Activity (Instructor Copy).
Instructor note:

Begin a discussion by asking questions such as:
•

Who believes they are ready to invest? Why?

•

Is there such a thing as a “good time” to invest? When would that be?

Then, pose the following question to your participants. Ask them to write down the letters of the correct
answer(s). Identify the correct answers and continue the discussion using the key points.
Which two of the following should be in place before you start investing?
A. Enough savings to cover two to six months of expenses.
B.

Debts low enough that you can comfortably pay them.

C.

Own a home with a 30-year mortgage loan.

D. You’ve repaid all of your loans on time and in full.
E.

No more than $1,000 in credit card debt.

F.

Enough savings to cover 9 to 12 months of expenses.

Key points:
•

Before you start to invest:

•

Be sure you’re prepared to cover your expenses in case of an emergency,
a sudden illness, or if you lose your job.

•

Consider working with professionals. Ask at your financial institution—many
offer investment products and guidance.
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Topic 4 — Save, Invest, and Build Wealth
How to Get Started (Instructor Copy).
Instructor note:

Begin a discussion with your participants by asking questions such as:
•
What are some things you should do before you begin investing?
•

If you’re not ready to invest right now, what do you think is holding you back?

•

How much risk can you handle?

Then, continue the discussion by focusing on these five steps.
Want to start investing? Here are the first five steps to take.

Cover your expenses.

Make sure your expenses and debts are low enough that you can
comfortably pay them. Set aside enough money in your savings
account to cover two to six months of expenses.

Set goals.

Make an investing plan. List your financial goals and how much time
you have to reach them. (For more about setting financial and life
goals, see the topic Getting Started.)

Weigh risk.

Determine how much risk you are comfortable taking.

Determine mix.

Decide on the mix of investments you want to maintain in order to
reach your goals.

Decide how much $.

Determine how much money you will invest every month and make
a commitment to follow-through.

Always research before you invest. Base your decisions on facts, not emotions. Visit Web sites that
offer investment information and news. Consider seeking guidance from investing professionals.

Next, help participants realize they should always research investments before they buy.
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Topic 4 — Save, Invest, and Build Wealth
Guidelines for Smart Investing (Instructor Copy).
Instructor note:

Consider inviting a financial professional/advisor in to talk to the class.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•
What do you think are good guidelines for investing?
•

What does buy low and sell high mean?

Then, distribute the activity handout and continue the discussion by focusing on these key points.

Buy low
and sell high.

Selling an investment for more than you paid is how you make a profit. The
idea is simple, but it’s a challenge to do it consistently. The historical trend
of a stock’s price may help indicate what might happen in the future, but
there are no guarantees. Try to avoid buying a stock at its high point. Look
for opportunities to buy stocks with good potential at low prices after a
major market down turn.

Diversify.

Divide your money among different types of investments to reduce your risk.
Have a balance of different investment types in many companies and industries.

Buy and hold.

Some investors overreact to news items or “hot stock tips.” They start trading
all the time, buying and selling investments quickly in an attempt to make
fast gains. These strategies rarely work and can jeopardize your money. Stay
objective and focus on the long term. Be an investor, not a gambler. Avoid the
impulse to react to sudden changes in the market or to buy the latest hot stock.

Decide when
to sell.

A key to successful investing is deciding when to sell investments that
are doing poorly as well as those that have increased in value. To cut your
potential losses and maximize your gains, consider setting strict guidelines
for yourself regarding the specific price, either high or low, at which you will
sell. Review your portfolio on a regular basis to see which investments have
significantly increased in value, which have dropped, and whether the time
to sell is now.

Pay attention
to costs.

Taxes, fees, inflation, and other costs can all affect your return on an investment. It’s wise to consult with an investment professional and your tax
adviser regarding the best way to minimize these costs.

Keep track.

Whether you invest online or through a professional, it’s important to keep
track of your investments. A fast and convenient way is through online
account access offered by many investment brokerage companies. This
service allows you to view balance and transaction information, transfer
money, contact customer service, and more. It’s usually provided for free.

Finally, stick with
your plan.

Periodically review your investing plan so that you don’t lose sight of your
goals. Adjust your portfolio as needed to maintain the mix of investments
you want at your target level of risk.
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Topic 4 — Save, Invest, and Build Wealth
Guidelines for Smart Investing.

Buy low
and sell high.

Selling an investment for more than you paid is how you make a profit. The
idea is simple, but it’s a challenge to do it consistently. The historical trend
of a stock’s price may help indicate what might happen in the future, but
there are no guarantees. Try to avoid buying a stock at its high point. Look
for opportunities to buy stocks with good potential at low prices after a
major market down turn.

Diversify.

Divide your money among different types of investments to reduce your risk.
Have a balance of different investment types in many companies and industries.

Buy and hold.

Some investors overreact to news items or “hot stock tips.” They start trading
all the time, buying and selling investments quickly in an attempt to make
fast gains. These strategies rarely work and can jeopardize your money. Stay
objective and focus on the long term. Be an investor, not a gambler. Avoid the
impulse to react to sudden changes in the market or to buy the latest hot stock.

Decide when
to sell.

A key to successful investing is deciding when to sell investments that
are doing poorly as well as those that have increased in value. To cut your
potential losses and maximize your gains, consider setting strict guidelines
for yourself regarding the specific price, either high or low, at which you will
sell. Review your portfolio on a regular basis to see which investments have
significantly increased in value, which have dropped, and whether the time
to sell is now.

Pay attention
to costs.

Taxes, fees, inflation, and other costs can all affect your return on an investment. It’s wise to consult with an investment professional and your tax
adviser regarding the best way to minimize these costs.

Keep track.

Whether you invest online or through a professional, it’s important to keep
track of your investments. A fast and convenient way is through online
account access offered by many investment brokerage companies. This
service allows you to view balance and transaction information, transfer
money, contact customer service, and more. It’s usually provided for free.

Finally, stick with
your plan.

Periodically review your investing plan so that you don’t lose sight of your
goals. Adjust your portfolio as needed to maintain the mix of investments
you want at your target level of risk.
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Topic 4 — Save, Invest, and Build Wealth

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Getting Started with Investing lesson:
•

Before you start to invest, be sure you’re prepared to cover your expenses in case of an emergency, a sudden illness, or if you lose your job.

•

There are specific steps you should take before investing.

•

There are specific guidelines you can follow to invest wisely.

•

Be alert to “get rich” investment scams you receive online or in the mail.

Additional Activities.
These activities are designed to extend the new concepts presented in the Getting Started with Investing lesson. Use
these or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Try to accomplish the two things you should have covered before starting to invest (have enough
savings to cover two to six months of expenses and repay all your loans on time and in full), then
make an appointment to talk with a financial professional about getting started with investing.
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Topic 4 — Save, Invest, and Build Wealth

Lesson 5: How to Build Wealth.
In this lesson, participants learn that wealth is a set of resources they can use to create and take advantage of life’s
opportunities.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Define the wealth-building pyramid to help build wealth.

•

Use the three pillars of wealth building to determine their wealth disbursement.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions.
•

In your opinion, what’s the difference between wealth and having a lot of money?

•

What are some things you’ can do to begin to start building wealth?

•

Give an example of a person who has built wealth (not through inheritance, etc.)? What traits
does this person have?

The Basics.
•

“Having money” and “building wealth” are really two different things.

•

Having income is great, but that money goes into your pocket and right back out.

•

Wealth is a set of resources—savings, property, investments—you can use to create and take
advantage of life’s opportunities.

•

Building wealth usually doesn’t happen overnight, or in a year, or even three years. It’s a series
of steps that you take over time.

•

The steps are simple to explain, but a lot harder to do. You have to discipline yourself to make
wealth-building a lifelong pattern. If you do, you’ll keep getting better at it as time goes on.
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Topic 4 — Save, Invest, and Build Wealth
The Wealth-Building Pyramid Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to label the diagram as
you walk through each stage of wealth building and take notes in the space provided.

Cash Flow (Foundation).

You must consistently generate enough income to handle month-to-month expenses and have
enough savings set aside to cover at least two months, and if possible three to six months of living expenses, in case of a financial emergency.

Assets.
Next, begin to invest in assets—investments, such as real estate or stocks. These investments will
hopefully appreciate in value over time and allow you to retire at some point in the future with a
comfortable lifestyle.
Estate.
Your estate is the wealth you’ll pass on to your family. If you’re a business owner, this could
include your business.
Legacy.

These are your legacy goals, or your philanthropic goals—the many positive ways you might
share your wealth by giving back to your community.

Remember that your wealth-building pyramid needs a solid foundation—a foundation you provide by being a good money manager, establishing credit, and managing your credit wisely.
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Topic 4 — Save, Invest, and Build Wealth
The Wealth-Building Pyramid Activity.
Instructions:

Label the diagram and take notes in the space provided as you listen to the discussion.

Cash Flow (Foundation).
Fill in the blank.
Assets.
Fill in the blank.
Estate.
Fill in the blank.
Legacy.
Fill in the blank.

Remember that your wealth-building pyramid needs a solid foundation—a foundation you provide by being a good money manager, establishing credit, and managing your credit wisely.
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Topic 4 — Save, Invest, and Build Wealth
The Three Pillars of Wealth-Building (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to label the diagram
and take notes as you lead the discussion.

The Three Pillars of Wealth-Building.
First Pillar.

Second Pillar.

Third Pillar.

The first pillar of wealth building
is “Real Property Assets” (your
personal residence and investment real estate) because in
general, real estate appreciates
in value.

The second pillar is investments—for example, a retirement account where you have
stocks and bonds.

And the third pillar, for many
people, is entrepreneurship—
owning a business of your
own.

And once you own a home,
you gain the potential to tap
into your home equity, which
means you may be able to borrow money using your home
as security. Home equity gives
people financial flexibility and
options.

For most people, 2/3 of family wealth is in the family home. Home equity can be a source of
capital for all your wealth-building goals, and a home can be a significant legacy for the next
generation.
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Topic 4 — Save, Invest, and Build Wealth
The Three Pillars of Wealth-Building.
Instructions:

Label the diagram and take notes as you listen to the discussion.

The Three Pillars of Wealth-Building.
First Pillar.

Second Pillar.

Third Pillar.

Fill in the blank.

Fill in the blank.

Fill in the blank.

For most people, 2/3 of family wealth is in the family home. Home equity can be a source of
capital for all your wealth-building goals, and a home can be a significant legacy for the next
generation.
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Topic 4 — Save, Invest, and Build Wealth
Homeownership: Benefits & Realities (Instructor Copy).
Instructor note:

Photocopy the activity handouts on the following two pages. Divide the class into two groups and have
them create lists of the benefits and realities of owning a home. Have participants share their lists and
write their findings on the whiteboard/chalkboard or large piece of paper. Then, distribute the completed
handout and lead a discussion based on these key points.

Instructions:

Have your participants write a list of benefits of owning a home and a list of the realities of owning a home.
Benefits of Owning a Home.

Realities of Owning a Home.

A place of your own.

Ongoing costs.

• Owning a home is an opportunity to settle down
and gain a sense of belonging in a community.
• It can give you a sense of personal satisfaction
to have a home of your own to share and enjoy
with family and friends.

• Homeownership is a large, long-term financial
responsibility.
• If you don’t want to commit to a mortgage,
taxes, insurance, utilities, and maintenance—or
if your future income is uncertain—owning a
home may not be practical at this time.

An investment in your future.

Less easy to move.

• The value of your home can increase over time, • If you think you may need to move in the near
making your investment grow.
future, buying a home may not be practical
because selling it could take time.
• As you pay down your mortgage loan over the
years, you can build ownership interest, called
• If you buy a home and then have to move, you
equity, which can offer financial flexibility under
could end up paying for the home you already
the right circumstances.
own, plus the added expense of a new home.
• Your home is also a legacy, financial or otherwise, for the next generation.

Manage your housing payments.

Upkeep of the home.

• In some cases, monthly mortgage payments
may be lower than rental payments.
• Many home loans, or mortgages, are fixed-rate.
This means the amount you pay stays the same
month after month, which can help you plan
your spending.

• You’ll be responsible for all utility bills, home
repairs, and maintenance, some of which can
be costly.
• You’ll also be responsible for property taxes
and homeowners insurance, costs that often
increase over time.

Tax benefits.

Increased value not guaranteed.

• Most homeowners receive tax breaks, because
interest paid on a home mortgage and real
estate taxes are almost always tax deductible.
• Consult your tax advisor regarding the deductibility of interest.

• While most homes increase in value over time,
it is possible that your home could lose some
of its value.
• You could lose money if you sell it for less than
what you paid for it.
• Even if values in your area remain steady or
increase, if you don’t keep your property wellmaintained, it could decrease in value.

A financial stepping stone.

Possibility of foreclosure.

• Paying your mortgage and other expenses on
time and in full will strengthen your credit rating.
• Managing your finances responsibly helps to
increase your financial strength and options.

• In an extreme situation, if you couldn’t make
your mortgage payments, the lender could
foreclose. This means you would lose ownership of the property.
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Topic 4 — Save, Invest, and Build Wealth
Homeownership: Benefits & Realities.
Instructions:

In the spaces provided, write a list of the benefits of owning a home and a list of the realities of
owning a home.
Benefits of Owning a Home.
Example: A place of your own.

Realities of Owning a Home.
Example: Repairs and maintenance.
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Topic 4 — Save, Invest, and Build Wealth
Homeownership: Benefits & Realities.
Benefits of Owning a Home.

Realities of Owning a Home.

A place of your own.

Ongoing costs.

• Owning a home is an opportunity to settle down
and gain a sense of belonging in a community.
• It can give you a sense of personal satisfaction
to have a home of your own to share and enjoy
with family and friends.

• Homeownership is a large, long-term financial
responsibility.
• If you don’t want to commit to a mortgage,
taxes, insurance, utilities, and maintenance—or
if your future income is uncertain—owning a
home may not be practical at this time.

An investment in your future.

Less easy to move.

• The value of your home can increase over time, • If you think you may need to move in the near
making your investment grow.
future, buying a home may not be practical
because selling it could take time.
• As you pay down your mortgage loan over the
years, you can build ownership interest, called
• If you buy a home and then have to move, you
equity, which can offer financial flexibility under
could end up paying for the home you already
the right circumstances.
own, plus the added expense of a new home.
• Your home is also a legacy, financial or otherwise, for the next generation.

Manage your housing payments.

Upkeep of the home.

• In some cases, monthly mortgage payments
may be lower than rental payments.
• Many home loans, or mortgages, are fixed-rate.
This means the amount you pay stays the same
month after month, which can help you plan
your spending.

• You’ll be responsible for all utility bills, home
repairs, and maintenance, some of which can
be costly.
• You’ll also be responsible for property taxes
and homeowners insurance, costs that often
increase over time.

Tax benefits.

Increased value not guaranteed.

• Most homeowners receive tax breaks, because
interest paid on a home mortgage and real
estate taxes are almost always tax deductible.
• Consult your tax advisor regarding the deductibility of interest.

• While most homes increase in value over time,
it is possible that your home could lose some
of its value.
• You could lose money if you sell it for less than
what you paid for it.
• Even if values in your area remain steady or
increase, if you don’t keep your property wellmaintained, it could decrease in value.

A financial stepping stone.

Possibility of foreclosure.

• Paying your mortgage and other expenses on
time and in full will strengthen your credit rating.
• Managing your finances responsibly helps to
increase your financial strength and options.

• In an extreme situation, if you couldn’t make
your mortgage payments, the lender could
foreclose. This means you would lose ownership of the property.
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Topic 4 — Save, Invest, and Build Wealth
Are You Ready? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Distribute to participants and instruct them to
complete the checklist. After they’re done, begin a discussion by asking questions such as:
•
Is owning a home important to you? Why or why not?
•
What are some things you need to accomplish before you buy a home?
•
Describe your dream home? When do you think you’ll be in a position to own a home?
•
How many of you think you’re ready to buy a house right now?

Instructions:

Have your participants read each item in the checklist. If they can check “yes” to at least six of the
items on this worksheet, they are probably in a good situation to consider buying their first home. If
they are not ready yet, they should take the necessary steps to strengthen their financial picture.
Yes √.

No √.

Situation.

Yes.

No.

I have a steady, reliable source of money coming in.

Yes.

No.

I’ve been employed on a steady basis for at least the last two years.

Yes.

No.

I pay my regular monthly bills, such as rent and utilities, on time.

Yes.

No.

I make regular payments on my debts (credit cards, car loans, etc.).

Yes.

No.

I can afford to continue to pay these debts plus pay a mortgage. (In general,
mortgage costs should not exceed 28% of your gross income.).

Yes.

No.

I’ve researched how much my other expenses are likely to be—such as
homeowners insurance, taxes, association dues, utilities, repairs, and maintenance—and feel confident that I can pay them.

Yes.

No.

I have some money saved for the purpose of buying a home.

Yes.

No.

I understand that buying a home is a major, long-term responsibility. I’m
committed to fulfilling that responsibility.

Yes.

No.

I have time to take care of a house—including responsibilities like home
repairs and yard work.

Yes.

No.

I’ve recently reviewed my credit report; I know my current credit score.

As a homeowner, your monthly house expenses may be higher than what you paid in rent, but
you’re investing in an asset that can help you build wealth and roots in a community.

Instructor Note:

Advise your participants to see Buying a Home in the Hands on Banking Adults course for much more
about home buying.
HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SAVE, INVEST, AND BUILD WEALTH • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 55 of 85

Topic 4 — Save, Invest, and Build Wealth
Are You Ready?
Instructions:

Read each item in the checklist. If you can check “yes” to at least six of the items on this worksheet,
you are probably in a good situation to consider buying your first home. If you are not ready yet,
take the necessary steps to strengthen your financial picture.
Yes √.

No √.

Situation.

Yes.

No.

I have a steady, reliable source of money coming in.

Yes.

No.

I’ve been employed on a steady basis for at least the last two years.

Yes.

No.

I pay my regular monthly bills, such as rent and utilities, on time.

Yes.

No.

I make regular payments on my debts (credit cards, car loans, etc.).

Yes.

No.

I can afford to continue to pay these debts plus pay a mortgage. (In general,
mortgage costs should not exceed 28% of your gross income.).

Yes.

No.

I’ve researched how much my other expenses are likely to be—such as
homeowners insurance, taxes, association dues, utilities, repairs, and maintenance—and feel confident that I can pay them.

Yes.

No.

I have some money saved for the purpose of buying a home.

Yes.

No.

I understand that buying a home is a major, long-term responsibility. I’m
committed to fulfilling that responsibility.

Yes.

No.

I have time to take care of a house—including responsibilities like home
repairs and yard work.

Yes.

No.

I’ve recently reviewed my credit report; I know my current credit score.

As a homeowner, your monthly house expenses may be higher than what you paid in rent, but
you’re investing in an asset that can help you build wealth and roots in a community.
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Topic 4 — Save, Invest, and Build Wealth
Retirement Planning: Start Early! (Instructor Copy).
Instructor note:

Consider inviting a financial professional or a retirement specialist to come in and talk to the class.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•
When people retire, where do they get money to live on?
•

Have you ever talked to your parents/grandparents about retirement planning or saving?

•

What things do you think you can do now to start saving for retirement?

•

When do you think you’ll be ready to retire (what age/year, etc.)?

•

Then, distribute the activity handout and continue the discussion using these key points.

There are lots of options and it’s never too early to start planning ahead. Here are steps to create the
kind of retirement you want.

Create a strategy.

Think about where and how you’d like to live in retirement. Get financial advice from your Human Resources (H.R.) Dept., financial planner,
banker, tax advisor, insurance agent, and others.

Set a $ goal.

Many experts recommend that you aim for 75–85% of your pre-retirement income after you’re retired. How much money you’ll want to have
for retirement depends on the lifestyle you’d like to enjoy.

Consider 3 key factors.

As you set your savings goal, remember that you don’t want to outlive
your savings. Consider your cost of living, how many years you’ll be
retired, and what your health care expenses are likely to be.

Be realistic.

Don’t bet on the federal government’s Social Security program to fund
your “dream” retirement. In December 2006, the average monthly benefit was $1,044. That’s just over $12,500 a year.

Use the 4% rule.

Many studies indicate that for every dollar you want to withdraw annually during retirement, you should have at least $25 in assets set aside.

The length of your retirement may equal the number of years you were in the workforce. You
may need to support yourself financially for a retirement that lasts decades!

Instructor Note:

Advise your participants to see Planning Your Future in the Hands on Banking Adults course for much
more about retirement.
Next, your participants learn about the 4% Rule.
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Topic 4 — Save, Invest, and Build Wealth
Retirement Planning: Start Early!
There are lots of options and it’s never too early to start planning ahead. Here are steps to create the
kind of retirement you want.

Create a strategy.

Think about where and how you’d like to live in retirement. Get financial advice from your Human Resources (H.R.) Dept., financial planner,
banker, tax advisor, insurance agent, and others.

Set a $ goal.

Many experts recommend that you aim for 75–85% of your pre-retirement income after you’re retired. How much money you’ll want to have
for retirement depends on the lifestyle you’d like to enjoy.

Consider
3 key factors.

As you set your savings goal, remember that you don’t want to outlive
your savings. Consider your cost of living, how many years you’ll be
retired, and what your health care expenses are likely to be.

Be realistic.

Don’t bet on the federal government’s Social Security program to fund
your “dream” retirement. In December 2006, the average monthly benefit was $1,044. That’s just over $12,500 a year.

Use the 4% rule.

Many studies indicate that for every dollar you want to withdraw annually during retirement, you should have at least $25 in assets set aside.

The length of your retirement may equal the number of years you were in the workforce. You
may need to support yourself financially for a retirement that lasts decades!
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Topic 4 — Save, Invest, and Build Wealth
The 4% Rule (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. As you begin the discussion mention the bullet
points below first. At this point, hand out the worksheet you’ve photocopied. Then, walk the participants
through the example.

Key Points:
•

Many studies indicate that if you want your retirement savings to last, you should withdraw no
more than 4% to 6% of your savings each year.

•

The exact percentage depends on many factors; including how long you live and how much
income you receive from part-time work, social security, etc.

Here’s a formula to help insure that your retirement savings last as long as you do!
In this example:
•
Jose wants $80,000 in annual income during retirement.
•

Each year, he’s going to receive $30,000 from Social Security and a pension.

•

To earn the remaining $50,000 a year on his investments (the difference between the 80,000 he
wants and the 30,000 he will get), he needs to have a portfolio of at least $1.25 million dollars
set aside by the time he retires.

•

$50,000 is 4% of $1.25 million—hence the 4% rule.

If someone has $100,000 in savings and withdraws 4% a year, that’s just $4,000 a year. With
$1,000,000 dollars in savings (at the same 4% withdrawal rate) the amount grows to $40,000 a
year…which sounds like a much nicer retirement!

Here’s another way to look at it: Assuming a withdrawal rate of 4%, for every dollar you want to
withdraw annually during retirement, you need to have $25 in assets set aside at the time you retire.
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Topic 4 — Save, Invest, and Build Wealth
The 4% Rule.
Key Points:
•

Many studies indicate that if you want your retirement savings to last, you should withdraw no
more than 4% to 6% of your savings each year.

•

The exact percentage depends on many factors; including how long you live and how much
income you receive from part-time work, social security, etc.

Here’s a formula to help insure that your retirement savings last as long as you do!
In this example:
•
Jose wants $80,000 in annual income during retirement.
•

Each year, he’s going to receive $30,000 from Social Security and a pension.

•

To earn the remaining $50,000 a year on his investments (the difference between the 80,000 he
wants and the 30,000 he will get), he needs to have a portfolio of at least $1.25 million dollars
set aside by the time he retires.

•

$50,000 is 4% of $1.25 million—hence the 4% rule.

If someone has $100,000 in savings and withdraws 4% a year, that’s just $4,000 a year. With
$1,000,000 dollars in savings (at the same 4% withdrawal rate) the amount grows to $40,000 a
year…which sounds like a much nicer retirement!

Here’s another way to look at it: Assuming a withdrawal rate of 4%, for every dollar you want to
withdraw annually during retirement, you need to have $25 in assets set aside at the time you retire.
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Topic 4 — Save, Invest, and Build Wealth
Protect Yourself With Insurance (Instructor Copy).
Instructor note:

Consider inviting an insurance professional to talk to the class about this topic.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions such as:
•

Who has their own car insurance? What type of coverage do you have? Do you
understand all the components of it? Can you explain to the rest of the class in
layman’s terms?

•

Why is insurance so important to your financial future?

•

Have any of you thought about your medical insurance for now or in the future?

•

Then, distribute the activity handout and continue the discussion based on these
key points.

Insurance can preserve wealth by protecting you from major expenses that you otherwise couldn’t afford.

Basic insurance
terminology.

Who pays what.

•

When you buy insurance, you receive an insurance policy, a document
that spells out exactly what is and isn’t covered.

•

The covered items are called your benefits.

•

The amount you pay for insurance is called the premium.

•

When you file a claim, you submit bills of your costs to your insurance
company.

•

If you file a claim, typically your insurance company will pay a portion
of the costs.

•

The amount of a claim that you must pay before the insurance company will cover the rest is called the deductible; the amount you pay
toward each medical bill is called the co-pay.

•

Typically, the higher the deductible, the less expensive the insurance
premium.

How deductible
impacts premium. •

“Save” on health
insurance?

So it’s a good strategy to get a policy with the highest deductible that
you can comfortably afford if you had to. This will minimize the cost of
your policy.

•

If you’re young and healthy, you may try to save money by not buying
health insurance.

•

But with today’s high costs of medical care, taking your chances that you’ll
stay healthy is a strategy that may have serious financial consequences.

•

One serious illness has the potential to financially wipe out you—and
your family.

•

The younger and healthier you are when buying health insurance, the
less expensive it’s likely to be.
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Topic 4 — Save, Invest, and Build Wealth
Protect Yourself With Insurance (Instructor Copy) (continued).
•

Consider life insurance regardless of your family circumstances or your age.

•

While its primary purpose is to ease the financial burden of an untimely
death, it can be an effective tool for both asset protection and wealth
accumulation.

•

Some types of life insurance can be used as a source of retirement
income or to fund a child’s education

•

Check the “financial strength rating” of an insurance company.

•

This measures their financial soundness and how capable they are of
handling the claims of their customers.

•

The highest rating is AAA, followed by AA.

•

Avoid companies without at least an A rating. You can research these
ratings on the Web with companies including AM Best, Moody’s, and
Standard & Poors.

•

The most reputable insurers receive consistently high ratings.

•

Ask insurance professionals to suggest types and how much coverage
you need.

•

A general rule: never insure something you can afford to pay for yourself.

Benefits of life
insurance.

Before you buy.

How much
coverage?

This is provided for informational purposes only and should not be construed as legal or financial advice.
Please consult your legal or financial advisor for more information.

Your credit score could impact how much insurance companies charge you in premiums. To
learn more, see the topic All About Credit.
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Topic 4 — Save, Invest, and Build Wealth
Protect Yourself With Insurance.
Insurance can preserve wealth by protecting you from major expenses that you otherwise couldn’t afford.

Basic insurance
terminology.

Who pays what.

•

When you buy insurance, you receive an insurance policy, a document
that spells out exactly what is and isn’t covered.

•

The covered items are called your benefits.

•

The amount you pay for insurance is called the premium.

•

When you file a claim, you submit bills of your costs to your insurance
company.

•

If you file a claim, typically your insurance company will pay a portion
of the costs.

•

The amount of a claim that you must pay before the insurance company will cover the rest is called the deductible; the amount you pay
toward each medical bill is called the co-pay.

•

Typically, the higher the deductible, the less expensive the insurance
premium.

How deductible
impacts premium. •

“Save” on health
insurance?

•

If you’re young and healthy, you may try to save money by not buying
health insurance.

•

But with today’s high costs of medical care, taking your chances that you’ll
stay healthy is a strategy that may have serious financial consequences.

•

One serious illness has the potential to financially wipe out you—and
your family.

•

The younger and healthier you are when buying health insurance, the
less expensive it’s likely to be.

•

Consider life insurance regardless of your family circumstances or your age.

•

While its primary purpose is to ease the financial burden of an untimely
death, it can be an effective tool for both asset protection and wealth
accumulation.

•

Some types of life insurance can be used as a source of retirement
income or to fund a child’s education

•

Check the “financial strength rating” of an insurance company.

•

This measures their financial soundness and how capable they are of
handling the claims of their customers.

•

The highest rating is AAA, followed by AA.

•

Avoid companies without at least an A rating. You can research these
ratings on the Web with companies including AM Best, Moody’s, and
Standard & Poors.

•

The most reputable insurers receive consistently high ratings.

Benefits of life
insurance.

Before you buy.

So it’s a good strategy to get a policy with the highest deductible that
you can comfortably afford if you had to. This will minimize the cost of
your policy.
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Topic 4 — Save, Invest, and Build Wealth
Protect Yourself With Insurance (continued).
How much
coverage?

•

Ask insurance professionals to suggest types and how much coverage
you need.

•

A general rule: never insure something you can afford to pay for yourself.

This is provided for informational purposes only and should not be construed as legal or financial advice.
Please consult your legal or financial advisor for more information.

Your credit score could impact how much insurance companies charge you in premiums. To
learn more, see the topic All About Credit.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • SAVE, INVEST, AND BUILD WEALTH • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 64 of 85

Topic 4 — Save, Invest, and Build Wealth
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Articles: Life Insurance and Personal Insurance.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 4 — Save, Invest, and Build Wealth
The Big Picture: Your Financial Plan (Instructor Copy).
Instructor note:

Consider inviting a financial planner/advisor in to talk to your class.
Begin a discussion with your participants by asking questions such as:
•
What is a financial plan?
•

Do you think it’s worth investing in a profession financial planner to help you create a financial plan?

•

What types of things do you think are included in a financial plan?

Then, continue the discussion using these key points.

Key points:
•

Seeing the big picture can help you reach your financial goals.

•

Professionals can help you create your plan.

•

Financial planning means creating a long-term vision and clear goals for the
future you want.

•

Creating a financial plan helps you see what you’re trying to achieve and
how all of the major pieces of your financial world add up into one complete
picture relative to your goals.

•

Major pieces of your financial plan include your job or business; your spending plan; major assets you own; debts you owe; real estate; insurance; investments; estate planning for the next generation.

•

Take advantage of professional advice. Some financial services companies will
answer basic financial questions for free, or create a basic financial plan for as
little as a few hundred dollars.

•

You may have to pay for some planning services, but financial advice doesn’t
have to be expensive.

Paying for financial planning advice now can be a bargain if it helps you make smart financial
choices that pay off in the long run.
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Topic 4 — Save, Invest, and Build Wealth

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the How to Build Wealth lesson:
•

“Having money” and “building wealth” are really two different things.

•

Having income is great, but that money goes into your pocket and right back out.

•

Wealth is a set of resources—savings, property, investments—you can use to create and take
advantage of life’s opportunities.

•

Building wealth usually doesn’t happen overnight, or in a year, or even three years. It’s a series
of steps that you take over time.

•

The steps are simple to explain, but a lot harder to do. You have to discipline yourself to make
wealth-building a lifelong pattern. If you do, you’ll keep getting better at it as time goes on.

Additional Activities.
These activities are designed to extend the new concepts presented in the How to Build Wealth lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Use some example numbers and the 4% rule formula to calculate how much money you’ll need
during retirement.
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Topic 4 — Save, Invest, and Build Wealth

Topic Summary.
Instructor note:

Summarize this topic by reviewing these key points with your participants.
Key points from the Save, Invest and Build Wealth topic.
•

Every time you get paid, make it a habit to set some money aside in savings. If you do, you’ll be
less likely to spend it and your money will grow with interest. Plus you’ll be ready for emergencies and to make major purchases.

•

Try to earn the most interest you can on the money you save. Remember that the amount of
interest you earn will depend on which account you choose and the amount you keep in the
account over time.

•

When you’re financially ready, get started with investing. Consider using the guidelines you’ve
learned to help manage your risk.

•

Building wealth is all about investing in things that will hopefully go up in value over time.
Whether it’s real estate or stocks, try to “buy low and sell high.” That’s how you make a profit.

•

Consider creating your own financial plan. Looking at the big picture of your financial situation
can help you get clear about your goals and how you’re going to reach them…including retiring some day.
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Topic 4 — Save, Invest, and Build Wealth
Test Yourself (Instructor Copy).
Instructor note:

This short quiz can be used as a pre or post test with your participants to gauge their current knowledge
on spending.
Photocopy the quiz on the next page. Distribute it to participants to test what they’ve learned about
Spending Smart.

Instructions:

Have your participants answer these questions to test their knowledge.
1.

The amount of interest you earn on money in your savings account will depend a lot on which
three factors?
a. The wind chill factor, the alignment of the stars and planets, and whether Mercury
is in retrograde.
b. The interest rate, how often you make deposits, and how the financial institution
invests your money.
c. The interest rate, how long you keep the money in your account, and how the
financial institution pays the interest
d. The prime rate, your credit rating, and how you make the deposits (cash, check, or
direct deposit).

2.

The collection of investments you own is called your
a. portfolio.
b. dividend.
c. profit margin.
d. liabilities.

3.

Many studies indicate that if you want your retirement savings to last, you should withdraw no
more of your savings each year than
.
a. 1–2%.
b. 4–6%.
c. 8–10%.
d. 10% of your age.

4.

To build wealth, try to focus on buying assets you think are likely to
a. depreciate.
b. negotiate.
c. appreciate.
d. initiate.
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.

over time.

Topic 4 — Save, Invest, and Build Wealth
Test Yourself.
Instructions:

Answer these questions to test your knowledge.
1.

The amount of interest you earn on money in your savings account will depend a lot on which
three factors?
a. The wind chill factor, the alignment of the stars and planets, and whether Mercury
is in retrograde.
b. The interest rate, how often you make deposits, and how the financial institution
invests your money.
c. The interest rate, how long you keep the money in your account, and how the
financial institution pays the interest
d. The prime rate, your credit rating, and how you make the deposits (cash, check, or
direct deposit).

2.

The collection of investments you own is called your
a. portfolio.
b. dividend.
c. profit margin.
d. liabilities.

3.

Many studies indicate that if you want your retirement savings to last, you should withdraw no
more of your savings each year than
.
a. 1–2%.
b. 4–6%.
c. 8–10%.
d. 10% of your age.

4.

To build wealth, try to focus on buying assets you think are likely to
a. depreciate.
b. negotiate.
c. appreciate.
d. initiate.
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Topic 4 — Save, Invest, and Build Wealth

Appendix.
Library Articles & Additional Topic Resources.
Use these library articles as a discussion resource or a takeaway for your participants. Remember, the online Hands on
Banking® program has dozens of additional library articles that you can use and distribute for this and other topics.
Visit www.handsonbanking.org to browse all the available articles.
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Personal Goal Setting.
Chances are, you’re working hard to “get ahead”…but where are you headed? What kinds of things would
you like to do, have, and accomplish over the next few months or years?
You probably have goals in various areas of your life, such as career, finance, education, or fitness. Some
of these may be short-term goals such as getting a promotion at work, buying new clothes, or going on a
vacation trip. Others may be long-term goals—whether it’s buying a home, starting a business, or paying
for college education.

Goals can guide you financially.

Setting financial goals can help guide your approach to saving, investing, and managing your money in
general. To determine your financial goals, Imagine your future:
•

Where do you want to live? In what kind of home? In what sort of neighborhood?

•

Will you have children (or more children)? How many?

•

What career will you have?

•

What will your lifestyle be like—both while you’re employed and in retirement?

•

In what manner would you like to provide a legacy for the next generation and give back
to your community?

Write down your goals.

To reach your goals, it can be very helpful to write them down on paper as opposed to just thinking about
them. Writing your goals can help you determine exactly what you want to accomplish, and by when. It’ll
help you see what’s really important to you and where to focus your time and effort. That’s why writing
down your goals is a great first step for moving your ideas from dreams to reality.
Use the worksheet below to describe your long-term, short-term, and immediate goals in different categories. Over time, as your personal circumstances change, your goals may change as well. Update your goals
on a regular basis and during times of major change.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Personal Goal Setting Worksheet.

As you determine your goals, consider what action steps you’ll need to take; what obstacles you may face
and how you’ll address them; what resources you’ll need; and who can help you. Update your goals on a
regular basis and during times of major change.

Immediate
(next 6 months–1 year).

Short-Term
(next 1–5 years).

Long-Term
(next 6–10 years+).
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Leisure.

Personal
Development.

Community.

Health
& Fitness.

Goal
Date.

Education.

Start
Date.

Finance.

Goals.

Career.

Categories.

About Bonds.
Corporations, governments and municipalities issue bonds to raise funds. In return they typically pay the
bond owners a fixed interest rate. In this way, a bond is like a loan. As part of a diversified portfolio, bonds
can help you manage market fluctuations and generate income.

What makes a bond price go up and down?
•

Interest rates may be the most significant factor affecting a bond’s value. When interest rates fall,
the market price of existing bonds rise because their fixed-interest rates may be more attractive
in the market than the rates for new issues. Similarly, when interest rates rise, the market price of
existing bonds with lower, fixed-interest rates tend to fall.

•

Inflation may erode the purchasing power of interest income. Generally, bonds with longer maturities are more sensitive to inflation than bonds with shorter maturities.

•

Economic conditions may cause bond values—particularly corporate bonds—to fluctuate. An
economic change that adversely affects a company’s business may reduce the perceived ability of
a company to make interest or principal payments.

How to invest in bonds.

Bonds may be traded in the market just like stocks, and you will typically pay a broker a fee if you buy or
sell a bond. There is, however, one exception; you may purchase U.S. Treasury securities directly through
the Treasury Direct program of the Federal Reserve System, in which case you do not need a broker’s services and incur no fee beyond the bond’s purchase price.
Two other ways to purchase bonds that offer diversification are bond mutual funds and unit investment
trusts (UIT).
Bond mutual funds sold through a brokerage firm may charge a sales fee, or “load.” No-load funds may
be purchased directly from the fund company. You may also purchase a variety of load or no-load funds
through most online brokerage firms. Some funds are sold on discount brokerage sites without a transaction fee, while others are subject to trading fees.
The information contained herein is being provided as-is and without representation or warranty. The
enclosed information is not intended as legal, tax or financial planning advice. Any discussion of tax or
accounting matters herein (including any attachments) should not and may not be relied on by any recipient or reader. The recipient/reader should consult his/her tax adviser, legal consultant and/or accountant
for a statement of tax and accounting rules applicable to his/her particular situation and for all other tax
and accounting advice.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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About Stocks.
Buying stock means taking an ownership or equity stake in a corporation. If you are a shareholder, you
own an undivided interest in the assets of the corporation and may be paid a proportionate share of the
company’s earnings in the form of dividends.
Stocks are usually bought and sold in units called shares. A share’s value, or share price, rises and falls
based on how much people will pay for a share. People will pay money for the stock if they think the company will be successful. If it is, its stock will increase in value.
The amount you pay per share is, at first, set by investment banks during a company’s initial public offering
(IPO), and is determined by the company’s value. For example, if a $100 million company offers 10 million shares, its shares go for $10 each. But that’s just the starting point. The price of a share can go up and
down over time.
Stocks are generally considered to be a riskier investment than bonds or cash. Stock prices tend to fluctuate more sharply—both up and down—than other types of asset classes. However, stocks can help you
build long-term growth into your overall financial plan. History has repeatedly demonstrated that stocks,
as an asset class, have outperformed every other type of investment over long periods of time.
Be sure to research a company before investing in its stock. You should understand its products or services,
its market, as well as whether it has a sound balance sheet, cash-flow management, and competent directors and managers. You should also consider analysts’ projected earnings estimates.

What makes a stock price go up and down?
There are many factors, including:
•

How the company offering the stock is doing: Good news from a company, such as a new product
launch or exceeding quarterly financial projections, tends to make a stock’s price go up. Bad news,
such as a product recall or lawsuits against the company, generally can cause the price to drop.

•

World events: Major political shifts, natural disasters, wars and social unrest can all affect a stock’s
price. When people are uncertain about what’s happening in the world, they’re less likely to take
on the high risk associated with stocks, so less money is put into the stock market.

•

The U.S. economy: When the government enacts policies that seem to help the economy, such
as tax breaks to spur consumer spending, stock prices are apt to rise. Policies that may hurt the
economy, such as the Federal Reserve raising interest rates, can cause stock prices to decline.

•

Market conditions: When people are optimistic about the economy and investing more money, a
bull market can occur. During this time, stock prices rise faster than usual and people experience
positive returns on their investments. But when people are pessimistic about the economy, a bear
market can ensue, which brings falling stock prices.
Hands on Banking® • The Library • Version 5.1 • www.handsonbanking.org
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC
Page 75 of 85

Hands on Banking
Library Article: About Stocks

About Stocks (continued).
What makes a stock price go up and down? (continued)
•

Supply and demand: A company offers a limited number of shares—that’s the supply. People who
want to buy the stock create the demand. When demand is high and supply is low (because shareholders are not selling), the stock’s price goes up. When there is low demand and high supply, a
stock’s price goes down.

If you want to be a savvy investor, you can’t just watch the ups and downs of your individual stocks (collectively known as your portfolio). You should also monitor the market’s overall performance.

Stock exchanges.

Places where stocks are bought and sold are called stock exchanges. The Dow, S&P 500, and NASDAQ Composite Index are stock indexes that are used to measure the upward or downward trends of stock values. The
Dow consists of about 30 very large U.S. companies. The S&P 500 is 500 of the largest publicly traded U.S.
corporations. In order to be traded, a stock has to be listed on an exchange. Different stocks list on different
exchanges. The stocks of approximately 3,200 companies are traded on the NASDAQ exchange.
There are a number of Web sites where you can check stock prices for free. Keep in mind that information
from the stock markets is not posted in real-time. There may be a short time delay, often as much as 20
minutes. These sites usually feature other information that can help you make investment decisions, such
as interactive charts and recent company news. Many daily newspapers also list the closing stock prices
from the previous day.

Getting started.

In order to buy or sell stocks, known as making trades, you must go through a licensed broker. As a first
step, you need to set up a brokerage account by contacting a brokerage firm and filling out an application.
Every time you buy or sell a stock, your brokerage firm will typically charge you a service fee.
You can invest independently using an online discount brokerage firm. These firms will give you access to
research tools to help you decide what stocks to buy, but will not provide advice or recommendations. This
helps to keep the service fees low. Alternatively, you can invest with the guidance of a professional broker
who will monitor your portfolio and give advice on what stocks you should invest in—but this help typically comes with higher fees.
But before you invest in stocks, consider visiting one of the many Web sites offering tools to research,
select, and track stocks.

How do you make money in the stock market?

There is no guaranteed method for making money with stocks. Making your investments pay off takes a
lot of work. You need to follow the financial news, use the Dow and S&P 500 to watch market trends, and
thoroughly research companies you want to invest in.
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About Stocks (continued).
How do you make money in the stock market? (continued)

One way to earn money is to look for companies that pay dividends, which is a payment given to shareholders based on the company’s profit. The amount of your individual dividend payment is based on the number
of shares you own. So if the dividend pays $5 a share and you own 250 shares, you’ll receive a dividend payment of $1,250. You can choose to keep the money or reinvest it to buy more shares of the company.
The basic goal is to buy low and sell high. The difference between your purchase price and your sale price
is your capital gain—and that’s your profit.
While it may be tempting, don’t jump into buying a stock just because it looks cheap. Find stocks that are
of good value, or even slightly undervalued (as recommended by your research), and buy as many shares
as you can. Hold onto those stocks, watching their performance over time, and sell when the price is higher
than what you paid for it. Sounds easy—but it takes strategy, diligence and time to master the technique.
Some investors use a strategy called dollar cost averaging, which can be implemented as a “constant dollar
plan.” With this practice, dollar cost averaging means adding the same amount of money to an investment account on a regular basis. By doing this, you purchase fewer shares when the share price is high,
and more when the price is low. This generally results in a lower average cost per share than purchasing a
constant number of shares at the same periodic intervals. However, dollar cost averaging does not ensure a
profit or protect against loss.
Keep in mind that you will pay taxes on all the money you make in the stock market, whether you earn it
from dividends or from capital gains.

The information contained herein is being provided as-is and without representation or warranty. The enclosed
information is not intended as legal, tax or financial planning advice. Any discussion of tax or accounting matters herein (including any attachments) should not and may not be relied on by any recipient or reader. The
recipient/reader should consult his/her tax adviser, legal consultant and/or accountant for a statement of tax
and accounting rules applicable to his/her particular situation and for all other tax and accounting advice.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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About Mutual Funds.
A mutual fund is an investment that pools the money of many individual investors. This money is then
managed by experienced professionals who can buy or sell a diversified or well-mixed number of stocks,
bonds, or money market securities for the fund. As a mutual fund investor, you own shares in a portfolio
made up of as many as several hundred different securities.
Mutual funds are designed to offer the individual investor diversification and professional money management,
even with low investment amounts. Mutual funds may be an appropriate investment option to consider if
you’re a beginning investor, if you don’t have a lot to invest, or if you want diversification in your portfolio.

How do mutual funds work?
•

A mutual fund pools money from its many investors to purchase securities for the fund’s
portfolio. As a result, investors typically own a portion of a portfolio that includes many more
investments than they could afford to purchase individually. The value of the investor’s share of
that portfolio increases or decreases based on the value of the investments in the portfolio.

•

Every mutual fund has a specific investment objective. Most mutual funds invest in stocks, bonds,
cash equivalents, or a combination of these. Within those categories, a stock fund may emphasize
domestic or foreign stocks or stocks from a particular industry sector. A bond fund may concentrate
on investments with either long- or short-term maturities, or on government or corporate securities.

•

A mutual fund distributes its income and capital gains. As the fund buys and sells investments
within its portfolio, it distributes any income received from stock dividends or bond interest to the
shareholders along with any capital gains from the sale of securities.

How risky are mutual fund investments?

ALL investments involve risk. However, as with any investment, risk and rate of return are related. Generally, as the risk of an investment increases, the potential return increases as well. In order to become a
successful investor, you must match the mutual fund’s risk level to your own risk tolerance and match your
objectives with that of the fund (for example, selecting a fund with an objective of long-term growth if
your target retirement date is 15 or more years away).

Be sure to read the prospectus before investing.

The prospectus tells you how the fund will invest, how you may purchase shares, how the fund will be
administered, and what it will cost you in fees and other expenses.
The information contained herein is being provided as-is and without representation or warranty. The enclosed
information is not intended as legal, tax or financial planning advice. Any discussion of tax or accounting matters herein (including any attachments) should not and may not be relied on by any recipient or reader. The
recipient/reader should consult his/her tax adviser, legal consultant and/or accountant for a statement of tax
and accounting rules applicable to his/her particular situation and for all other tax and accounting advice.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Avoid Common Investing Mistakes.

Here are some common sense guidelines to help you invest successfully and avoid common mistakes.

Decide if you’re ready.

Most financial advisors recommend that you have enough savings on-hand to cover two to six months of
expenses before starting to invest. That way, you’ll be prepared to cover your expenses in case of an emergency, a sudden illness, or if you lose your job. Once you’ve built up enough savings—and your debts are
low enough that you can comfortably pay them—you’re ready to consider investing.

Start investing as soon as you can.

The earlier you start, the easier it will be to achieve your financial goals. Many investors lose out because
they wait too long to get started or invest too little. If you don’t start early, it can be difficult to catch up.

Understand the basics.

Before you actually invest any money, it’s important to understand the basics about different types of
investments, such as stocks, bonds, and time accounts. One of the keys to success will be dividing your
money among these types.

Consider your risk-tolerance.

Investing involves taking some level of risk in exchange for potential reward. Consider your current financial situation and goals. Determine how much risk are you comfortable taking.

Diversify.

Divide your money among different types of investments to reduce your risk. Have a balance of different
types of investments in a variety of companies and industries.

Have a plan.

Before you invest, create an overall plan of what you are trying to accomplish. Set financial goals and
determine how much time you have to reach them. Taking your tolerance for risk into account, decide how
much money you need to invest every month and the mix of investments you want to maintain.

Research before you invest.

Research is critical to investing success. Always do research before investing. Most online brokerages offer
research and financial news in addition to stock and mutual fund quotes. Base your decisions to invest on
facts, not emotions. Be as objective as you can about the risks and potential rewards. View “hot tips” about
investments with skepticism. Always do your research.
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Avoid common investing mistakes (continued).
Buy low and sell high.

Selling an investment for more than you paid is how you make a profit. The idea is simple, but it’s a challenge to do it consistently. The historical trend of a stock’s price may help indicate what might happen in
the future, but there are no guarantees. When you research possible investments, experts recommend
that you focus on the investment’s objective (in other words, whether the goal is to give investors income,
growth, safety, or some combination of the three), risk profile, and how well it fits into your overall portfolio. Try to avoid buying a stock at its high point. Look for opportunities to buy stocks with good potential at
low prices after a major market downturn.

Buy and hold.

Some investors overreact to news items they read or “hot stock tips.” They start trading all the time, buying and selling investments very quickly in an attempt to make quick gains. These strategies rarely work
and can put you in serious danger of losing your money. Stay objective and focus on the long term. Be an
investor, not a gambler. Avoid the impulse to react to sudden changes in the market or to buy the latest
hot stock.

Decide when to sell.

One of the keys to successful investing is deciding when to sell investments that are doing poorly as well as
those that have increased in value. Most professional investors set strict guidelines for themselves regarding
the specific price, either high or low, at which they will sell. To cut your potential losses and maximize your
gains, consider adopting the same approach. Review your portfolio on a regular basis to see which investments have significantly increased in value, which have dropped, and whether the time to sell is now. You
may also want to consider the tax consequences of selling a particular asset at a particular time.

Pay attention to costs.

Taxes, fees, inflation, and other costs can all affect your return on an investment. It’s wise to consult with an
investment professional and your tax adviser regarding the best way to minimize these costs.

Keep track.

Whether you trade online or invest though a professional, it’s important to keep track of your investments. A fast and convenient way is through online account access offered by many investment brokerage
companies. This service allows you to view balance and transaction information, transfer money, contact
customer service, and more. It’s usually provided for free.

Understand market and limit orders.

Unlike most things you buy, the prices of most stocks change very frequently. This means you need to tell
the broker, that is the person or company handling your transaction, the price you agree to pay. Market
orders are filled at the price a stock is trading when the order is received. If the stock price is volatile that
day, you might pay more than you planned to. With limit orders, you set the buy or sell price, but you run
the risk of not getting your order executed. Review your broker’s trading guide before getting started to
be sure you pick the order type that’s right for you.
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Avoid common investing mistakes (continued).
Be accurate.

If you trade online, make sure you type accurately. Check and double-check the order you type in. Have
you entered the right stock symbol and number of shares? If you’re rushed or distracted, you could make a
serious mistake.

Stick with your plan.

Periodically review your investing plan so that you don’t lose sight of your goals. Adjust your portfolio as
needed to maintain the mix of investments you want at your target level of risk.
The material provided above is for information only and is not intended to provide specific investment advice to
any individual for any particular purpose. For advice related to your personal situation, you should consult an
investment and tax professional.
The information contained herein is being provided as-is and without representation or warranty. The enclosed
information is not intended as legal, tax or financial planning advice. Any discussion of tax or accounting matters herein (including any attachments) should not and may not be relied on by any recipient or reader. The
recipient/reader should consult his/her tax adviser, legal consultant and/or accountant for a statement of tax
and accounting rules applicable to his/her particular situation and for all other tax and accounting advice.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Life Insurance.
Life insurance terminology.
Beneficiary: The person or organization designated by a policy holder to receive the proceeds from an insurance policy.
Policy proceeds: The money that is paid to a beneficiary as a result of an insurance policy.
Term: The period of time for which insurance coverage is provided under a policy, usually
5 to 30 years.

Life Insurance: Peace of Mind is Priceless.

There is nothing more reassuring than knowing your loved ones will be taken care of after you are gone.
Often people are uncomfortable acknowledging that they need life insurance simply because they are
uneasy thinking about the concept of death—especially in relation to their own. But while discussing
death can be difficult, planning ahead and purchasing life insurance is one of the most loving ways you
can provide for your family, friends and others you care about.
If you have significant financial obligations, a spouse or dependents, you should seriously consider life
insurance. Without adequate life insurance coverage for yourself, your loved ones could be left swimming
in a sea of debt after you are gone. The next time you sit down to pay bills with your partner, consider:
Who would pay for your portion of the mortgage in the event of your death? What about your child’s
activities, clothes, health care and possible college tuition? Life insurance provides a means to cover these
expenses, in addition to medical bills, funeral costs, taxes and more. This type of coverage also allows you
to leave a legacy in the form of an inheritance to your children or other beneficiary, such as a charitable
organization, after your death.
There are two basic types of life insurance—temporary and permanent. Term life is considered temporary life
insurance as it provides flexible, lower-cost coverage for people who need coverage for a period of time—
generally from 5 to 30 years. Whole life insurance, on the other hand, is referred to as permanent insurance
because it builds up a cash value and affords continuous protection for as long as the premiums are paid.
When compared to whole life insurance, term life insurance offers the most amount of protection for the
least amount of money. Term life insurance can also be a less expensive option for families with limited
budgets. The basic idea behind term life insurance is pretty simple: If you die during the time frame specified in your policy, your beneficiaries will receive your policy’s proceeds.
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Life Insurance (continued).
Review Your Policy.

Over the course of your lifetime, you may want to combine shorter- and longer-term policies to accommodate your family’s changing needs. To ensure you have enough coverage, review your life insurance
policy with an insurance agent each time you make a significant change in your lifestyle—not just when
your term expires or your policy is up for renewal. Here are some specific life events that may require an
increase or decrease in your life insurance coverage:
•

The birth or adoption of a child.

•

Marriage or divorce.

•

Buying a home or downsizing to a smaller residence.

•

Changing jobs.

With Internet scams and mail fraud on the rise, it’s becoming increasingly important that you do your
homework when dealing with unfamiliar insurance companies. If you receive a life insurance offer that
sounds too good to be true, chances are, it is. Most insurance companies have financial strength ratings
from independent organizations such as A. M. Best Company, Standard & Poor’s and Moody’s Investor
Services. To verify insurers’ authenticity, look for companies with “A” ratings or better. Or, check prospective
insurance companies’ complaint records with your state department of insurance.
It’s never easy to talk about dying—particularly your own death. But you may find that the subject of mortality is much easier to face when you know that your affairs are in order. In fact, many find great comfort
in planning the legacy they will leave for loved ones.
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Personal Insurance.
Personal Insurance Terminology.

Here are some commonly used terms you may encounter when exploring personal insurance.
Agent: A professional licensed by the state who represents one insurance company or several (commonly referred to as an independent agent), and sells insurance; commissions are
paid by the insurance companies, whereas a broker’s fees are paid by his or her customers.
Assets: Property owned by a policy holder including but not limited to money in savings
or checking accounts, stocks, bonds and real estate.
Broker: A licensed insurance professional who works on behalf of buyers to find suitable
insurance; fees are paid by the customers, whereas an agent receives commissions paid by
the insurance companies it represents.
Limit: The maximum amount of money an insurance company will pay out for a covered
loss, such as medical care or auto repair costs due to a covered car accident.
Policy holder: The individual who owns and controls an insurance contract.
Premium: The cost of insurance coverage for a specific risk provided by an insurer for a set
length of time.
Provider: A company that supplies insurance; sometimes referred to as an insurance carrier.
Rate: The per-unit price of insurance; this amount is used when calculating premiums and
is generally based on state regulations and historical losses for comparable risks.
Risk: A peril or event that could potentially cause loss to a policy holder.

Insurance: Protect All You Value.

Designed to reduce financial losses, policy holders pay insurance companies premiums to cover personal
property in exchange for financial protection against specific events, including fire, flood or theft. Insurance is essential because it protects you from loss. Without the protection that insurance provides, you
may be vulnerable to risks that could destroy your financial stability, such as:
• The cost to repair or replace damaged or stolen items.
• Temporary relocation expenses if you should become displaced as a result of a storm or fire.
• Income lost when you can’t go to work because of an accident.
• Lawsuits and legal fees.

Make More Informed Decisions About Insurance.

Before you ask yourself “Is insurance worth it?” consider how much it would cost to replace your personal
property, home and other assets if you were to suffer a devastating loss, such as a fire, flood, car accident
or home invasion. While insurance premiums may stretch your budget from time to time, their costs are
relatively low when compared against the actual expenses involved with replacing everything you’ve
worked hard to buy or build.
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Personal Insurance (continued).
Make More Informed Decisions About Insurance (continued).

Choosing whether or not to have insurance isn’t always optional. Some types of protection, like auto insurance, are required by law. Insurance requirements vary from state to state, however, generally motorists who
own, lease or drive a vehicle must be insured. Homeowners insurance is another example where coverage is
mandatory; if you finance your home, your mortage lender will require you to have homeowners insurance.

Get Expert Advice.

Your protection needs are as unique as your fingerprints. Take your home, for example: While the design or
structure of your house may look similar to your next-door neighbor’s, its contents are entirely distinct.
Since insurance plans vary from company to company, finding the precise amount of protection you need at
a price you can afford can be challenging. However, if you work with an insurance agent, you could save time
and money—especially if you bring your existing insurance policies and a list of questions to discuss, such as:
• Does the insurance company offer a multi-policy discount for bundling several different insurance
policies (such as auto and homeowners) into one contract?
• What are my deductible options?
• What are my state’s specific insurance coverage limits?
• Am I eligible for discounts?
• Do I need to take out a special insurance rider to cover valuables such as art, jewelry or antiques?
• Can you compare several insurance companies for me?

Review Your Policies.

Whether you are moving into your first new home or planning for retirement, review your policies frequently and fine-tune your coverages as needed through every stage of your life—not just at renewal. To
ensure that you are getting the best rates and that your coverage is keeping pace with your needs, reexamine your policies when you:
• Get married or divorced.
• Welcome a new baby to your family.
• Send a child off to college.
• Buy a vacation home or cabin.
• Begin a home remodeling project.
• Plan on retiring in the near future.
• Make another significant change to your lifestyle.
Knowing your home and belongings are properly protected against loss provides peace of mind.
The information contained herein is being provided as-is and without representation or warranty. The enclosed
information is not intended as legal, tax or financial planning advice. Any discussion of tax or accounting matters herein (including any attachments) should not and may not be relied on by any recipient or reader. The
recipient/reader should consult his/her tax adviser, legal consultant and/or accountant for a statement of tax
and accounting rules applicable to his/her particular situation and for all other tax and accounting advice.
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Topic 5 — All About Credit

Topic Overview.
The All About Credit topic teaches participants the basics of credit. It explains credit scores, credit reports, credit
cards, loans and how to deal with debt. Throughout the topic, participants are introduced to good and bad credit
and learn how to build good credit and avoid too much debt.
The topic includes:
1.

Before you borrow.

2.

Credit basics.

3.

Your credit score.

4.

Your credit report.

5.

Credit cards.

6.

Loans.

7.

Dealing with debt.

These lessons include a number of hands-on participant activities. Use these activities to help simulate real-world
scenarios and activities with your participants.
This instructor guide is based on and follows the structure of the online Hands on Banking® program. We invite you to
use and experience the online program as it is an excellent resource that will support your instructional efforts and
enhance your participants’ experience. It includes a variety of interactive lessons and many helpful resource library
articles to augment this guide. Visit www.handsonbanking.org to access the program. Should you require a CD
ROM to access the program you may request a free copy at HOBCD@wellsfargo.com.
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Topic 5 — All About Credit

Glossary.
Instructor note:

The Glossary contains definitions and descriptions of valuable terms and phrases related to this topic. Encourage your participants to use the Glossary during and after the class to become more familiar and comfortable with the terminology.
Photocopy the glossary on the next page and hand it out to your participants.
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Topic 5 — All About Credit

Glossary.
Annual fee.

The fee a credit card company charges a credit card holder to use the card for a year. Or,
the fee a lender charges a borrower for the use of a line of credit for a year.

Annual percentage rate
(APR).

A measurement used to compare different loans, the APR takes into account a loan’s
interest rate, term, and fees to illustrate the total cost of credit expressed as a yearly rate.
The lower the APR, the lower the total cost of the loan.

Asset.

Anything of value owned by a person or company. For example, a person’s assets might
include cash, a house, a car, and stocks. A business’s assets might include cash, equipment, and inventory.

Bad credit.

A situation in which lenders believe that, due to a borrower’s poor history of repaying his
or her debts, further loans to this person would be especially risky.

Bankruptcy.

To legally declare yourself unable to repay your debts. A bankruptcy remains on a person’s credit history for up to seven years. Depending on the type of bankruptcy, it could
stay on a person’s credit history for up to ten years.

Capacity.

A borrower’s ability to make monthly loan payments. When reviewing loan applications,
lenders look at a borrower’s income and debts to determine his or her capacity to repay.

Capital.

The assets a borrower owns, for example a car, or cash in a savings account minus your
liabilities. If a borrower is unable to make his or her loan payments, a lender might use
these assets to pay the debt. Capital is also known as collateral or assets.

Cardmember
agreement .

Are the Terms and Conditions of your credit card account. It includes information such as
the rate, fees, and other cost information associated with the account.

Character.

The financial steadiness and stability of a borrower. For example, when reviewing your
loan application, a lender may look at how long you’ve lived at your current address or
worked at your current job.

Collateral.

Any assets of a borrower (for example, a home) that a lender has a right to take ownership of if the borrower doesn’t repay the loan as agreed.

Collection agency.

A business that specializes in collecting past due debts.

Conditions

Eligibility requirements that may be required by a lender to secure a loan or product.

Credit.

When a bank or business allows its customers to purchase goods or services on the
promise of future payment. Also used to describe any item that increases the balance in
a bank account. Deposits and interest payments are both examples of credits.

Credit bureau.

A company that gathers information on consumers who use credit. These companies
send this information to lenders and other businesses in the form of a credit report. The
three largest bureaus are Equifax, Experian, and TransUnion.

Credit counselor

A professional advisor who specializes in helping people with debt and credit problems.
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Topic 5 — All About Credit

Glossary.
Credit history.

A written record of a person’s use of credit, including applying for credit, and using credit
or loans to make purchases. Also called a credit record.

Credit limit.

The maximum dollar amount the lender is willing to make available to the borrower according to the agreement between them. For example, if you have a credit card, the credit agreement will usually specify the maximum amount of money you’re allowed to charge.

Credit rating.

An evaluation of an individual’s or business’s financial history and the ability to pay
debts. Lenders use this information to decide whether to approve a loan. The credit rating is usually in the form of a number or letter.

Credit record.

Also known as your credit history when provided by a credit bureau to a lender or other
business.

Credit report.

A report issued by an independent credit agency that contains information concerning a
loan applicant’s credit history and current credit standing.

Credit score

A numerical rating that indicates an individual’s creditworthiness based on a number of
criteria. Credit scores are used by lenders in the loan approval decision process. (FICO)

Creditor.

A business that makes money available for others to borrow.

Creditworthiness.

A lender’s measure of an individual or company’s ability to pay debt.

Debt.

Money, goods, or services you owe to others.

Debt-to-income ratio.

A percentage that is calculated by dividing a loan applicant’s total debt payments to his
or her gross income.

E-mail alerts

An online message service you can sign-up for with your financial institution to
receive timely account alerts.

Equal Credit Opportunity A federal law to ensure that all consumers are given an equal chance to obtain credit.
Act (ECOA).
This doesn’t mean all consumers who apply for credit get it; factors such as income,
expenses, debt, and credit history are considerations for creditworthiness.
Establishing credit.

Giving lenders the trust and confidence to make loans to you based on a good history of
paying your debts.

Fees

Charges for services by a financial institution or lender.

Finance charge.

The amount of money a borrower pays to a lender for the privilege of borrowing money,
including interest and other service charges.

Good credit.

A situation in which lenders are willing to make loans to an individual, due to his or her
good history of repaying debts.

Grace period .

The length of time, as defined in the cardmember agreement, between the use of
credit to make a purchase and the start of the interest on the amount charged.
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Topic 5 — All About Credit

Glossary.
Guarantee

A lender may require an additional signature on a loan to insure that this person will pay
the loan if you do not.

Installment credit,
installment loan.

A loan that is repaid to the lender in equal amounts, over a fixed period of time.

Installment payment.

An amount of money repaid to a lender according to the terms of an installment loan.

Interest.

The amount of money paid by a borrower to a lender in exchange for the use of the
lender’s money for a certain period of time. For example, you earn interest from a bank if
you have a savings account and you pay interest to a lender if you have a loan.

Interest rate.

The amount of interest paid per year divided by the principal amount (that is, the
amount loaned, deposited, or invested). For example, if you paid $500 in interest per year
for a loan of $10,000, the interest rate is 500 divided by 10,000, or five percent (5%).

Late fees.

The charge or fee that is added to a loan or credit card payment when the payment is
made after the due date.

Lender.

A business that makes money available for others to borrow.

Loan.

An agreement between a borrower and a lender, where the borrower agrees to repay
money with interest over a period of time.

Long-term loan.

A loan that can be paid back over a period of more than one year, usually requiring interest payments.

Net income.

For a business, the amount of money earned after all expenses and taxes. For an individual, total take-home pay after all deductions (taxes, social security, etc.). Also called after
tax income or net salary.

Net worth

The value of a company or individual’s assets. Including cash, less total liabilities.

Outstanding balance.

The amount still owed on a bill, loan, or credit line.

Phishing

Is usually a two-part scam involving email and spoof websites. Fraudsters, also known as
phishers, send email to a wide audience that appears to come from a reputable company
requesting personal information accounts numbers. This is known as a phish email.

Principal.

The total amount of money borrowed, loaned, invested, etc., not including interest or
service charges.

Required payment.

The least amount of money to be repaid on a loan or credit card in order to keep the
account in good standing.
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Topic 5 — All About Credit

Glossary.
Revolving credit.

A type of credit allowing an individual to borrow up to a certain amount of money, repay
the money borrowed with interest when it is due, and then borrow the money again. The
most popular kind of revolving credit account is the credit card.

Secured credit card.

A credit card secured by a savings account. The money in the savings account is collateral and may be claimed by the company issuing the card if the account holder fails to
make the necessary payments. Using a secured credit card, and paying according to the
terms of the agreement, can be a good first step for individuals or businesses that want
to establish or rebuild their credit.

Statement.

A monthly accounting document sent to you by your bank that lists your account balance at the beginning and end of the month, and all of the checks you wrote that your
bank has processed during the month. Your statement also lists other deposits, deductions, and fees, such as service charges.

Term.

A period of time over which a loan is scheduled to be repaid. For example, a home mortgage may have a 30-year term, meaning it must be repaid within 30 years.

Unpaid balance.

The amount that is still owed on a loan or credit card debt.
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Topic 5 — All About Credit

Lesson 1: Before You Borrow.
In this lesson, participants test their knowledge of credit.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Understand some key terms related to credit.

The Basics.
•

Having the ability to borrow money when you need it can give you flexibility and help you
meet your goals.

•

Trust is a key ingredient. Lenders are only going to loan you money if they trust you to pay
them back.

•

If you understand how credit works, use it wisely and avoid having too much debt, credit can
help you to reach your goals.

A little basic vocabulary: Those who lend you money are called lenders or creditors. The money you
owe is called debt.

Next, test your participants to see what they already know about credit.
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Topic 5 — All About Credit
Credit Quiz (Instructor Copy).
Instructor note:

Write all the credit terms on a chalkboard/whiteboard or large piece of paper. Divide your class into
groups. Tell your participants that you will read a partial definition of each term. Each group’s spokesperson will have fifteen seconds to state the correct term once you stop reading the definition. Each correct
answer earns one point. If a group cannot answer, another group can steal. Then, go through each term
and mention the key points from the chart below.
Feel free to add other definitions and terms to this list.

Instructions:

Have participant groups state the correct term for the definition that’s read.
Credit.
Credit score.

The ability to borrow money when you need it.
When you borrow from a lender, you promise to pay it back.
Numerical rating lenders use to make loan approval decisions.
This is a number that indicates how reliable you are at paying back
your debts.

Installment credit.

A loan repaid in equal amounts, over a fixed period of time.
If you have an installment loan, you borrow the money and just once
and repay the lender in equal amounts, over a fixed period of time.)

APR.

The total cost of credit expressed as a yearly rate.
Annual Percentage Rate (APR) is a measurement you can use to compare the cost of different loans. The lower the APR, the lower the total
cost of the loan.

Revolving credit.

Detractor.

Credit history.

Detractor.

Secured loan.

Detractor.
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Topic 5 — All About Credit

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Before You Borrow lesson:
•

Having the ability to borrow money when you need it can give you flexibility and help you
meet your goals.

•

Trust is a key ingredient. Lenders are only going to loan you money if they trust you to pay
them back.

•

If you understand how credit works, use it wisely and avoid having too much debt, credit can
help you to reach your goals.
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Lesson 2: Credit Basics.
This lesson provides an easy-to-understand introduction to credit, how it can benefit participants and the risks they
should watch out for. Participants learn the differences between good and bad credit, how to build credit and the
“five C’s”—how lenders evaluate credit worthiness.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Define credit.

•

Describe how credit can benefit them.

•

List risks to be aware of when dealing with credit.

•

Explain the differences between good and bad credit.

•

Explain how to build good credit.

•

Define the 5 C’s—how lenders evaluate credit worthiness.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

How can having credit benefit you?

•

How would you describe good credit? Bad credit? How has having this good credit helped you?

•

What are the risks of using credit cards or taking out a loan?

•

How can you minimize these risks?

•

Do you know your “credit worthiness”?

The Basics.
•

Credit is the ability to borrow money.

•

There are lots of situations where people borrow money: car loans, credit cards, student loans,
etc. In each case, you’re borrowing money from a lender with a promise to pay it back.

•

The lender makes money by charging you an extra amount in interest and fees over and above
the amount of the loan itself.

•

The cost of borrowing money mostly depends on three things: How much you borrow, called
the principal; how long you take to pay the money back, known as the term and the interest
rate you’re being charged.

•

Lenders will only loan you money if they have trust and confidence that you’re able to pay them
back. Earning their trust is called establishing credit.

•

Every time you borrow money and keep your promise to pay it back, you strengthen your ability
to borrow again the next time. That’s called building a good credit record, or a good credit history.

•

Using credit can help you reach your goals, but remember: credit has benefits and risks.
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Topic 5 — All About Credit
Credit risks vs. benefits (Instructor Copy).
Instructor note:

Divide the class into two groups—one will list real-world examples of credit risks and the other will list
examples of credit benefits. Give the class five minutes to create their lists. When they are finished, write
their examples on a whiteboard/chalkboard or large piece of paper, then lead a discussion by focusing
on the key points below.

Benefits:
•

Having good credit makes it easier to rent an apartment and get service from
local utility companies.

•

Good credit also gives the option of buying things now (like a sound system
and cell phone) and paying the money back over time, rather than having to
wait.

•

With good credit, it’s easier to buy what you want, when you want it.

•

You have the financial flexibility to make major purchases that take more
money than you have on hand.

•

Good credit is giving me the chance to act on life opportunities such as going
to college.

•

To avoid debt problems, never let your credit card debt exceed 20% of your
yearly net income. Also, keep your credit card debt low enough so that your
required payments are no more than 10% of my monthly income.

•

Credit makes it too easy to spend—it can become a struggle to pay it back,
and if you pay a few things late, you can lose money on late fees too.

•

Not making loan payments can really hurt your credit record. You can miss out
on an apartment or get turned down for a job because of it!

•

A low credit rating makes it tougher for me to get loans or credit the next
time. Even if you’re able to borrow you’ll have to pay a higher interest rate.

Risks:

Borrowing too much money and being unable to pay it back is a huge problem in the United States.

Now, compare good credit and bad.
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Good credit vs. bad (Instructor Copy).
Instructor note:

Divide the class into two groups—good credit and bad credit. Each group will list the signs and results of
good or bad credit. When they are finished, write each sign and result on the whiteboard/chalkboard or
large piece of paper and lead a discussion using the key points below.

Key points:
•

Credit = Ability to borrow $.

•

Establishing credit = Gaining trust of lenders.

•

Borrowing = Responsibility to repay (loan payments, interest, fees).

•

Your goal = Good credit history.

•

Costs depend on interest rate & how long you take to repay.

•

Good credit means that you make your payments in full and on time.

•

Bad credit is just the opposite.

Good Credit Signs:
•
Paying at least the minimum required
payment.

Bad Credit Signs:

•

Paying on time.

•

Never missing a payment.

•

Staying within your credit limit.

Result:
•
Easier to borrow money.
•

No additional penalty fees.

•

Paying too little.

•

Paying too late.

•

Missing payments.

•

Going over your credit limit.

•

Having too much debt .

Result:
•
Difficult to borrow money.
•

You lose money on late fees.

If you want to have good credit, and reduce the amount of interest you’ll pay, it’s a good idea
to pay more than the minimum amount due on your credit card each month, up to the total
amount if you can.
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Topic 5 — All About Credit
Steps to Establish Credit (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to talk to your class about building credit.
Begin a discussion with your participants by asking questions such as:
•
What are some ways you can build credit?
•

Why should you consider getting a credit card if it could lead to debt accumulation?

•

Other than taking out a loan or getting a credit card, what are other easy ways to build credit?

Then, focus on these key points.
Want to get started building credit? Here are good steps to take:
•

Open your own bank accounts and manage them well.

•

Never spend more than you have in your bank accounts.

•

Get a gas/store credit card; always pay your bills on time.

•

Take out a small loan; repay it monthly in full and on time.

•

Get a secured credit card linked to a savings account (See the Credit Cards
lesson to learn more.)

Here’s another good way to establish credit: put your apartment lease and utility bills in your
name and always pay your rent and bills on time..

Now, you’ll teach participants how to discover how lenders decide whether or not to loan you money.
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Topic 5 — All About Credit
The “Five Cs” of Credit Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to match each of the 5
C’s with its correct description. After they are finished, walk through each “C.”
How do lenders decide whether or not to loan you money? The 5 C’s of course—character, capacity,
capital, collateral and conditions. Some lenders develop their own loan decision “scorecards” using
aspects of the 5 C’s and other factors.

Instructions:

Have your participants read the descriptions in the right hand column of the table. Then, instruct them
to write in the right “C” for each description—character, capacity, capital, collateral or conditions.

Which “C?”
•

When lenders evaluate this “C”, they look at stability—for example, how
long you’ve lived at your current address, how long you’ve been in your
current job, and whether you have a good record of paying your bills
on time and in full.

•

If you want a loan for your business, the lender may consider your
experience and track record in your business and industry to evaluate
how trustworthy you are to repay.

•

Your other debts and expenses could impact ability to repay the loan.

•

Creditors evaluate your debt-to-income ratio, that is, how much you
owe compared to how much you earn.

•

The lower your ratio, the more confident creditors will be in your ability
to repay the money you borrow.

•

This term refers to your net worth—the value of your assets minus your
liabilities.

•

In simple terms, how much you own (for example, car, real estate, cash,
and investments) minus how much you owe.

•

This refers to any asset of a borrower (for example, a home) that a
lender has a right to take ownership of and use to pay the debt if the
borrower is unable to make the loan payments as agreed.

•

Some lenders may require a guarantee in addition to this.

•

A guarantee means that another person signs a document promising
to repay the loan if you can’t.

•

Lenders consider a number of outside circumstances that may affect
the borrower’s financial situation and ability to repay, for example
what’s happening in the local economy.

•

If the borrower is a business, the lender may evaluate the financial
health of the borrower’s industry, their local market, and competition.

Character.

Capacity.

Capital.

Collateral.

Conditions.

Some lenders develop their own loan decision “scorecards” using aspects of the 5 C’s and other
factors. Example: borrower’s credit used vs. credit available..
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Topic 5 — All About Credit
The “Five Cs” of Credit Activity.
How do lenders decide whether or not to loan you money? The 5 C’s of course—character, capacity,
capital, collateral and conditions. Some lenders develop their own loan decision “scorecards” using
aspects of the 5 C’s and other factors.

Instructions:

Read the descriptions in the right hand column of the table. Then, write in the right “C” for each
description—character, capacity, capital, collateral or conditions.

Which “C?”
•

When lenders evaluate this “C”, they look at stability—for example, how
long you’ve lived at your current address, how long you’ve been in your
current job, and whether you have a good record of paying your bills
on time and in full.

•

If you want a loan for your business, the lender may consider your
experience and track record in your business and industry to evaluate
how trustworthy you are to repay.

•

Your other debts and expenses could impact ability to repay the loan.

•

Creditors evaluate your debt-to-income ratio, that is, how much you
owe compared to how much you earn.

•

The lower your ratio, the more confident creditors will be in your ability
to repay the money you borrow.

•

This term refers to your net worth—the value of your assets minus your
liabilities.

•

In simple terms, how much you own (for example, car, real estate, cash,
and investments) minus how much you owe.

•

This refers to any asset of a borrower (for example, a home) that a
lender has a right to take ownership of and use to pay the debt if the
borrower is unable to make the loan payments as agreed.

•

Some lenders may require a guarantee in addition to this.

•

A guarantee means that another person signs a document promising
to repay the loan if you can’t.

•

Lenders consider a number of outside circumstances that may affect
the borrower’s financial situation and ability to repay, for example
what’s happening in the local economy.

•

If the borrower is a business, the lender may evaluate the financial
health of the borrower’s industry, their local market, and competition.

Some lenders develop their own loan decision “scorecards” using aspects of the 5 C’s and other
factors. Example: borrower’s credit used vs. credit available.
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Topic 5 — All About Credit

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Credit Basics lesson:
•

Credit is the ability to borrow money.

•

There are lots of situations where people borrow money: car loans, credit cards, student loans,
etc. In each case, you’re borrowing money from a lender with a promise to pay it back.

•

The lender makes money by charging you an extra amount in interest and fees over and above
the amount of the loan itself.

•

The cost of borrowing money mostly depends on three things: How much you borrow, called
the principal; how long you take to pay the money back, known as the term and the interest
rate you’re being charged.

•

Lenders will only loan you money if they have trust and confidence that you’re able to pay them
back. Earning their trust is called establishing credit.

•

Every time you borrow money and keep your promise to pay it back, you strengthen your ability
to borrow again the next time. That’s called building a good credit record, or a good credit history.

•

Using credit can help you reach your goals, but remember: credit has benefits and risks.

Additional Activities.
These activities are designed to extend the new concepts presented in the Credit Basics lesson. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

If you do not have any credit, or very little, determine what steps you can begin to take to
establish your credit history. Consider opening a checking or savings account or apply for a
very small loan. Or apply for a gas credit card that you will pay off in full every month. After a
period of time (6 to 9 months) order your credit report from www.annualcreditreport.com.

•

Make an appointment with a banker or financial professional to discuss credit card options,
rates, penalties and fees, etc. Do some comparison shopping on fees and rates.
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Lesson 3: Your Credit Score.
This lesson shows participants how their credit score can affect their life and financial options. They learn how their
credit score is determined and what they can do to help improve it.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Describe how their credit scores can affect their lives and financial options.

•

Understand how their credit scores are determined.

•

Use tips and techniques to improve their credit score.

Start the Discussion.

To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Do you know what your credit score is?

•

Have you ever thought about checking your credit score? How would you go about finding it?

•

How do you know if your credit score is excellent, very good, good, or poor?

•

Which is better a low credit score or no credit history at all? Why do you think that way?

•

Name some ways that you have—or could—improve your credit score.

The Basics.
•

In addition to your credit history, almost all lenders look at your credit score.

•

This is a number that indicates how reliable you are at paying back your debts.

•

A computer program analyzes your entire credit history and generates a single number or
score, usually ranging from 300 to 850.

•

This score helps lenders decide if you’re a good credit risk or not. The higher the score, the
lower the risk.

•

The higher your credit score, the better the interest rate lenders are likely to offer you—which
could mean more money in your pocket!

•

The three largest credit bureaus in the United States are Equifax, Experian, and TransUnion.

•

Here’s how credit scores might be grouped.
720—850 = Excellent
680—719 = Good
640—679 = Fair
350—639 = Poor
< 349 = No Credit
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Your Credit Score and How It’s Determined (Instructor Copy).
Instructor note:

Divide the class into two groups. Explain that you will be conducting a Quiz Show. Each group will be
asked one question at a time with three possible answers. The group spokesperson must answer the
question within 10 seconds. If one team cannot answer in time, the other team has the opportunity to
answer. Remember to mention the key points listed below some answers. Each correct answer is worth
one point. The team with the most points at the end of the game wins!
1.

Lenders always want to know the _______of people who ask them for credit cards and loans.
a. Credit history.
b. Employer’s address.
c. Social security number.
Key point: Your credit history includes things like how many credit cards you have, how much you
owe; whether you pay bills on time; where you work and how long you’ve worked there.

2.

How do lenders find your credit history?
a. From bank records.
b. From employer records.
c. From credit bureaus.
d. From the IRS.

3.

Name at least one of the largest credit bureaus in the United States?
a. Equifax.
b. Experian.
c. TransUnion.
Key point: Offer extra points for naming the other two credit bureaus.

4.

In addition to your credit history, almost all lenders look at your:
a. Credit line.
b. Credit cards.
c. Credit intentions.
d. Credit score.
Key point: This is a number that indicates how reliable you are at paying back your debts. A computer program analyzes your entire credit history and generates a single number or score.

5.

A credit score helps lenders decide if you’re a:
a. Good credit risk.
b. Good credit card holder.
c. Person with a good employment history.

6.

A credit score indicates:
a. How many credit cards you have.
b. How reliable you are at paying back your debts.
c. How often you are late per month.
d. How many times you’ve changed jobs.
Key point: If your credit score is between 720 to 850, it is excellent. If it is 680 to 719, it is good. If it is
640 to 679 it is fair. If it is 350 to 639 it is poor, and below 349 means no credit.
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How Your Credit Score Can Impact You (Instructor Copy).
Instructor note:

Please note, this activity and the one on the following page should be done together.
Divide the class into two groups. Explain that you will alternate asking each group to state how their
credit score can impact them. For example: the amount of insurance premiums. Each team will have ten
seconds to name a factor. If one team doesn’t answer, the other team can “steal.” Every correct factor
earns one point.
Write each correct factor on a whiteboard/chalkboard or large piece of paper, and then use this list to
add to the ones your participants provided.

Your credit score can impact:
•

Your ability to get a credit card.

•

Your ability to purchase a home.

•

Whether a landlord will rent you an apartment.

•

The interest rate lenders are likely to offer you.

•

The amount of your insurance premiums.

•

Your ability to borrow money.

•

Whether you can get service from utility companies.

Keep the same groups and keep the same rules, but transition into “How You Can Impact Your
Credit Score” game.
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How You Can Impact Your Score (Instructor Copy).
Instructor note:

Divide the class into two groups. Explain that you will alternate asking each group to state how they can
impact their credit scorer. Each team will have ten seconds to name a factor. If one team doesn’t answer,
the other team can “steal.” Every correct factor earns one point.
Write each correct action on a whiteboard/chalkboard or large piece of paper, and then use this list to
add to the ones your participants provided.
These actions will improve your credit score:
•

Consistently pay your bills on time.

•

Keep credit card balances 70% or less of your spending limit.

•

Only apply for new credit accounts when you need them.

•

Have high income relative to how much you owe.

•

Have a good credit history for a long period of time.

These actions may hurt your credit score:
•

Pay some bills late

•

Have credit cards balances near your maximum spending limit

•

Apply for new credit cards frequently, whether needed or not

•

Have a very brief credit history

•

Exceed your credit card spending limit

Another way to help improve your credit score is to have a mix of revolving credit (e.g., credit
cards) and installment credit (e.g., a car loan).

In the next section, participants will learn about their credit report.
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Lesson Summary
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Your Credit Score lesson:
•

In addition to your credit history, almost all lenders look at your credit score.

•

This is a number that indicates how reliable you are at paying back your debts.

•

A computer program analyzes your entire credit history and generates a single number or
score, usually ranging from 300 to 850.

•

This score helps lenders decide if you’re a good credit risk or not. The higher the score, the
lower the risk.

•

The higher your credit score, the better the interest rate lenders are likely to offer you—which
could mean more money in your pocket!

Additional Activities.
These activities are designed to extend the new concepts presented in the Your Credit Score lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Visit www.annualcreditreport.com to request your credit report and which includes your
credit score.
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Lesson 4: Your Credit Report.
In this lesson, participants learn about credit reports—what it is and what it describes. They learn how to obtain a
credit report, how to read it, and how to correct it if there is a mistake.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Obtain their credit reports.

•

Read their credit reports.

•

Correct their credit reports if there is a mistake.

•

Describe who else might have access to their credit reports and why.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Have you ever looked at your credit report? Describe how you obtained it. Any surprises?

•

Why should you check your credit report?

•

Why would an employer or a landlord check your credit report?

•

How many times a year should you check your credit report?

The Basics.
•

Your credit report is the complete written version of your credit history.

•

You should review your credit report at least once a year to check for errors or fraud and definitely before making a big purchase like a house or a car.

•

You give others permission to look at your credit report when you do things like fill out a credit
card application or apply to rent an apartment.

•

Many landlords do a credit check to decide if they can count on you to pay your rent. And some
lenders study your credit report to decide whether or not to offer you credit.

•

An employer might check your credit rating when you apply for a job. If you have a good credit
score it shows them that you’re responsible—and more likely to be responsible on the job.

Before you start the lesson, use the following scenario to get participants thinking.
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Scenario: Finding an Error Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. Ask participants to choose the best possible option,
and then, for each option, instruct them to write a few sentences about why it was right or wrong for the
situation. After participants finish, lead a group discussion about their choices, using the consequences
and feedback provided below.

Instructions:

Have participants read Rachael’s story and select the best possible option. Then for each option,
have them write a few sentences about why the option was right or wrong for Rachael’s situation.

Rachael’s Story.
Two months from now, Rachael plans to move out of her sister’s house and rent an apartment of
her own. She realizes that any potential landlord will probably review a copy of her credit report.
So Rachael requests a free copy to review herself. As she studies the report, she sees that it contains
a major error. It says that she’s 120 days late in paying $1,275 to a national chain clothing store…
where she’s never shopped! Given Rachael’s situation, which decision do you think is best for her?
1.

Don’t worry about the error. The credit bureau will fix it. Meanwhile, she can explain it.
Consequences: Rachael thought the credit bureau would fix this on their own, but they didn’t. She
should have taken more responsibility because now the landlord thinks she can’t pay her bills.
Feedback: It was a good idea for Rachael to request the credit report, and it was smart to review it
carefully. But when she found an error, she needed to take personal responsibility for getting the
mistake corrected by contacting the credit bureau and the creditor right away.

2.

Contact the manager of the local clothing store. Ask her for a letter to show potential landlords.
Consequences: It took Rachael two weeks to track down the local store manager in-person.
Although she agreed she’d never seen Rachael shop there, a letter from her won’t solve anything.
Rachael could have saved time by just calling the credit bureau first.
Feedback: Sorry, this wasn’t the best advice. It was great for Rachael to take personal responsibility for correcting the error, but the best choice when you discover a mistake is to contact the credit
bureau and the creditor in question.

3.

Contact the credit bureau immediately! Also contact the billing department of the clothing company.
Consequences: Rachael called the credit bureau and filled out the dispute form on their site. She
called the national customer service number for the store and it turned out they had her account
confused with someone else by the same name. Everything is straightened out now.
Feedback: Great advice! Rachael took personal responsibility for correcting the error and took action
right away. Your suggestion helped her solve her problem and protect her good credit history.

If you’re having difficulties getting an error on your credit report corrected, consider contacting
a credit counselor—an experienced credit professional—to assist you.
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Scenario: Finding an Error Activity.
Instructions:

Read Rachael’s story and select the best possible option. Then for each option, write a few sentences about why the option was right or wrong for Rachael’s situation.

Rachael’s Story.
Two months from now, Rachael plans to move out of her sister’s house and rent an apartment of
her own. She realizes that any potential landlord will probably review a copy of her credit report.
So Rachael requests a free copy to review herself. As she studies the report, she sees that it contains
a major error. It says that she’s 120 days late in paying $1,275 to a national chain clothing store …
where she’s never shopped! Given Rachael’s situation, which decision do you think is best for her?
1.

Don’t worry about the error. The credit bureau will fix it. Meanwhile, she can explain it.
Should she choose this option? Why or why not?

2.

Contact the manager of the local clothing store. Ask her for a letter to show potential landlords.
Should she choose this option? Why or why not?

3.

Contact the credit bureau immediately! Also contact the billing department of the clothing company.
Should she choose this option? Why or why not?

If you’re having difficulties getting an error on your credit report corrected, consider contacting
a credit counselor—an experienced credit professional—to assist you.
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What is a Credit Report? (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional in to talk with the class about credit reports and how
they use them in their profession. Ask them to detail what they look for when reviewing a credit applicant’s credit report.
Begin a discussion with your participants by asking questions such as:
•

How would you describe a credit report?

•

How often should you review your credit report?

•

Who looks at your credit report and why?

•

What does your credit report show lenders or other people giving you credit?

Then focus on these key points.

Key points:
•

Your credit report is the complete written version of your credit history.

•

You should review your credit report at least once a year to check for errors or
fraud and definitely before making a big purchase like a house or a car.

•

You give others permission to look at your credit report when you do things
like fill out a credit card application or apply to rent an apartment.

•

Many landlords do a credit check to decide if they can count on you to pay
your rent. And some lenders study your credit report to decide whether or not
to offer you credit.

•

An employer might check your credit rating when you apply for a job. If you
have a good credit score it shows them that you’re responsible—and more
likely to be responsible on the job.

Next, your participants will learn how to get a free copy of your own credit report.
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How to Obtain Your Credit Report Discussion (Instructor Copy).
Instructor note:

Use the questions below to facilitate a group discussion about obtaining the credit reports. Use the information below each question to guide the discussion.
Where can I get my credit report?
The three largest credit bureaus in the United States are Equifax, Experian, and TransUnion.
How often can I receive a copy of my credit report?
A federal law called the Fair Credit Reporting Act allows you to receive one free copy of your credit
report from each of these three companies once a year.
Can I request my credit report online?
To get a free report online, go to www.annualcreditreport.com and follow the directions. This is
the Web site that provides your free annual report. It is run jointly by Equifax, Experian, and TransUnion.
What about all these Web sites advertising free credit reports?
Be wary of the many Web sites that advertise free credit reports! Many consumers get tricked into
paying for reports and services they don’t really need. Be careful—you will need to pay a fee.
What should I look for when I receive my credit report?
When you receive your report, check for mistakes in your name, social security number, former
addresses, accounts you didn’t open, and errors in your history. If you see any errors, contact your
lender and the credit bureau immediately.
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How to Read Your Credit Report (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. Discuss each section of the credit report.
This is a sample credit report.

Section A shows information about you—your name, current and previous address, Social Security
number, date of birth, and other information to identify you.
Section B is called Public Record Information. In this area, you’ll see any information that is listed
about you in the records of local, state, or federal courts. In this example you see a bankruptcy.
Section C shows collection agency account information. If you fail to pay back one of your creditors, they may hire a collection agency to contact you. This is a company that specializes in collecting money to pay off debts.
Section D shows your credit history. This is a list of all the places where you have credit—or used to
have credit. These are called your accounts. The credit history section is divided into twelve columns.
Section E, the last section of the credit report, is called Inquiries. This is a list of the companies that
have requested a copy of your credit report for their review.
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How to Read Your Credit Report.
This is a sample credit report.

Section A shows information about you—your name, current and previous address, Social Security
number, date of birth, and other information to identify you.
Section B is called Public Record Information. In this area, you’ll see any information that is listed
about you in the records of local, state, or federal courts. In this example you see a bankruptcy.
Section C shows collection agency account information. If you fail to pay back one of your creditors, they may hire a collection agency to contact you. This is a company that specializes in collecting money to pay off debts.
Section D shows your credit history. This is a list of all the places where you have credit—or used to
have credit. These are called your accounts. The credit history section is divided into twelve columns.
Section E, the last section of the credit report, is called Inquiries. This is a list of the companies that
have requested a copy of your credit report for their review.
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Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Your Credit Report lesson:
•

Your credit report is the complete written version of your credit history.

•

You can review your own credit report and you give others permission to look at it when you
apply for a loan or fill out a credit card application.

•

Employers can also check your credit report.

•

Review your credit report at least once a year to check for errors or fraud.

•

If you need assistance, consider contacting a credit counselor—an experienced credit professional.

Additional Activities.
These activities are designed to extend the new concepts presented in the Your Credit Report lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Order your free credit report from www.annualcreditreport.com. Take a close look at it. Check
for errors and potential fraud. Then, see if you can find places to improve your credit.

•

If your credit report reveals you have a lot of debt, or if you feel you need help, make an
appointment with a credit counselor.
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Lesson 5: Credit Cards.
In this lesson, participants learn valuable tips for using credit cards the smart, safe and responsible way. They can see
how to avoid too much credit card debt and learn steps to take if debt is already a problem.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain valuable tips for using credit cards the smart, safe and responsible way.

•

Understand that using a credit card is actually borrowing money, in essence taking out a loan.

•

Comparison shop for the credit card that is best for them.

•

Take steps to improve their credit if debt is already a concern.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Do you have a credit card(s)? What kinds of things do you buy with it?

•

Why did you get a credit card?

•

When you applied for your credit card, did you understand the concept of interest?

•

What things have you learned since you’ve had your card for awhile?

•

What are some tips that you can share about using a credit card wisely?

•

Do you read the fine print of your credit card statement? If so, what types of things surprised you?

The Basics.
•

Lots of financial institutions offer credit cards and some will charge you an annual fee to have one.

•

When you apply for a card, they’ll check your credit history and decide whether or not to give
you a card.

•

They’ll also decide how much you’re allowed to borrow, or “charge.” This is called your credit limit.

•

If the credit card company issues you a card, they’ll let you know what your credit limit will be.

•

Credit cards are called revolving credit because as you pay the money back, your credit
becomes available for you to use again and again.

•

Be sure to shop around for the best credit card offer that fits your need and with the lowest APR.

Before you introduce the basics of credit cards, use the following scenario to get participants thinking.
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Scenario: Pay now or pay later? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. After participants finish the activity, lead a group
discussion about their choices, using the consequences and feedback provided below.

Instructions:

Have participants read Ryan’s story. Based on his situation, have them select the best possible
option. Then, for each option, they will write a few sentences about why the option was right or
wrong for Ryan’s situation.

Ryan’s Story.
Ryan’s been working to save money for school next fall. While he’s at work, his motorcycle gets
clipped by a pickup and crashes over. Result: a bent foot peg, a broken lever, a smashed signal, and
scratched paint. It can all be fixed, but it isn’t in his budget, unless he pays some bills late. He needs
his motorcycle to get to work and school. Given his circumstances and these three choices, how
would you advise him to pay? Given Ryan’s situation, which decision do you think is best for him?
1.

Use his debit card and pay his other bills late. He needs to get to work and not take on debt.
Consequences: Ryan got his bike fixed, but ran short on cash. He had to pay a few bills late which
hurt his credit rating. He should have used his credit card and paid it back over time. He would have
paid interest, but the overall cost would have been less than he paid this way.
Feedback: This advice hurt Ryan more than it helped. He lost cash on late fees. Having a lower credit
score could penalize him in many other ways, too. He needed to take his whole spending plan into consideration. Paying by credit card could have helped him pay back this unexpected expense over time.

2.

Use his credit card so he can get it fixed fast, keep working, and earn money to pay it back.
Consequences: This was a good time for Ryan to borrow money. He figured out in advance how
quickly he could pay off his credit card balance so that he could still pay other bills on time and minimize the interest. He didn’t have to use savings that he’s been building up. He got his bike back right
away and didn’t miss work.
Feedback: Good advice! This was an emergency situation because his loss of transportation meant
he couldn’t get to work and earn money. He was smart to get his bike fixed right away then pay off
the charge quickly.

3.

Use the money he’s saved so far. Savings are for unexpected emergencies like this.
Consequences: Ryan thought it would be better to avoid borrowing money. He got the bike fixed, but
then had a real emergency and couldn’t work for four weeks. He didn’t have time to build his savings
before school started, so he used his credit card for stuff like concerts. He should have used the card
just for the bike and paid it off quickly.
Feedback: This advice would work if he’d had enough savings to cover the repairs and the month off
work. He should have considered using a combination of cash, credit, and savings. But his biggest
mistake came later: using his credit card for things he really couldn’t afford.

Consider your options when it’s time to pay. You might want to pay with cash, credit, or savings—
or some combination of these. How will your choice affect your overall spending plan?
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Topic 5 — All About Credit
Scenario: Pay now or pay later?
Instructions:

Read Ryan’s story. Based on his situation, select the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Ryan’s situation.

Ryan’s Story.
Ryan’s been working to save money for school next fall. While he’s at work, his motorcycle gets
clipped by a pickup and crashes over. Result: a bent foot peg, a broken lever, a smashed signal, and
scratched paint. It can all be fixed, but it isn’t in his budget, unless he pays some bills late. He needs
his motorcycle to get to work and school. Given his circumstances and these three choices, how
would you advise him to pay? Given Ryan’s situation, which decision do you think is best for him?
1.

Use his debit card and pay his other bills late. He needs to get to work and not take on debt.
Is this the best option for Ryan? Why or why not?

2.

Use his credit card so he can get it fixed fast, keep working, and earn money to pay it back.
Is this the best option for Ryan? Why or why not?

3.

Use the money he’s saved so far. Savings are for unexpected emergencies like this.
Is this the best option for Ryan? Why or why not?

Consider your options when it’s time to pay. You might want to pay with cash, credit, or savings—
or some combination of these. How will your choice affect your overall spending plan?
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Topic 5 — All About Credit
The basics of credit cards (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Begin a discussion with your participants by asking questions, such as:
•
How do you pay for things when you shop or pay bills—cash, debit card or credit card?
•
How would using a credit card possibly make your overall cost higher?
•
How can you avoid these extra costs?
Then, distribute the activity handout and lead a discussion with these key points:

Applying for
a card.

When you apply for a credit card, the financial institution will check your credit history and decide
whether or not to give you a card. They’ll also decide how much you’re allowed to borrow, or
“charge.” This is called your credit limit.

How credit
cards work.

Every time you use a credit card, you’re actually borrowing money from the financial institution that
issued you the card. The financial institution pays the debt to the store for what you bought. You
then pay the money back to the financial institution. (Remember: debit cards work differently! When
you use a debit card at a store, you may have the option of selecting “debit” and entering your PIN,
or “credit” and signing your name. Either way, the money is deducted from your checking account.)

Interest and
interest rates.

Interest is the amount of money paid by a borrower to a lender in exchange for the use of the lender’s money for certain period of time. (You earn interest from a bank if you have a savings account
and you pay interest to a lender if you have a loan.) The interest rate is the amount of interest paid
per year divided by the principal amount (the amount loaned). Example: if you paid $500 in interest
per year for a loan of $10,000, the interest rate is 500 divided by 10,000, or five percent (5%).

Revolving
credit.

Credit cards are called revolving credit because as you pay the money back, your credit becomes
available for you to use again and again. (A second type of credit is installment credit. If you have an
installment loan, you borrow the money and just once and repay the lender in equal amounts, over
a fixed period of time.)

Secured vs.
unsecured
cards.

A secured credit card is a credit card backed by a savings account. The money in the savings account
is collateral, which means it may be claimed by the company issuing the card if the account holder
fails to make the necessary payments. Using a secured credit card and paying according to the
terms of the agreement can be a good first step for individuals or businesses that want to establish
or rebuild their credit.

Annual fee,
finance
charge,
grace period.

Financial institutions may charge an annual fee for their credit cards. This is the amount they
charge you to use the card for a year. “Finance charges” are the amount of money you pay to a
lender for the privilege of borrowing money, including interest and other service charges. The
grace period is the length of time, as defined in the cardmember agreement, between the use of
credit for purchases and the start of interest on the amount charged.

Statements
and e-mail
alerts.

Every month, your credit card company will send you a monthly accounting document that lists
all of your charges and payments, finance charges, the total amount you owe, and the minimum
amount due. Every time you use your card, save your receipt. Every month, compare your receipts
to your statement. Many companies let you check your transactions and make payments online,
and offer e-mail alerts so you know when it’s close to your credit limit and payment due dates.

For more information on Credit Card Regulations, please visit www.federalreserve.gov/consumerinfo/consumercredit.htm

Consider your options when it’s time to pay. You might want to pay with cash, credit, or savings—
or some combination of these. How will your choice affect your overall spending plan?
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Topic 5 — All About Credit
The basics of credit cards.
To use credit cards the smart way, you need to know the basics of what they are and how they work.
Applying for
a card.

When you apply for a credit card, the financial institution will check your credit
history and decide whether or not to give you a card. They’ll also decide how
much you’re allowed to borrow, or “charge.” This is called your credit limit.

How credit
cards work.

Every time you use a credit card, you’re actually borrowing money from the financial institution that issued you the card. The financial institution pays the debt
to the store for what you bought. You then pay the money back to the financial
institution. (Remember: debit cards work differently! When you use a debit card
at a store, you may have the option of selecting “debit” and entering your PIN,
or “credit” and signing your name. Either way, the money is deducted from your
checking account.)

Interest and
interest rates.

Interest is the amount of money paid by a borrower to a lender in exchange for the
use of the lender’s money for certain period of time. (You earn interest from a bank if
you have a savings account and you pay interest to a lender if you have a loan.) The
interest rate is the amount of interest paid per year divided by the principal amount
(the amount loaned). Example: if you paid $500 in interest per year for a loan of
$10,000, the interest rate is 500 divided by 10,000, or five percent (5%).

Revolving
credit.

Credit cards are called revolving credit because as you pay the money back, your
credit becomes available for you to use again and again. (A second type of credit
is installment credit. If you have an installment loan, you borrow the money and
just once and repay the lender in equal amounts, over a fixed period of time.)

Secured vs.
unsecured
cards.

A secured credit card is a credit card backed by a savings account. The money in
the savings account is collateral, which means it may be claimed by the company
issuing the card if the account holder fails to make the necessary payments. Using
a secured credit card and paying according to the terms of the agreement can
be a good first step for individuals or businesses that want to establish or rebuild
their credit.

Annual fee,
finance
charge,
grace period.

Financial institutions may charge an annual fee for their credit cards. This is the
amount they charge you to use the card for a year. “Finance charges” are the
amount of money you pay to a lender for the privilege of borrowing money,
including interest and other service charges. The grace period is the length of
time, as defined in the cardmember agreement, between the use of credit for
purchases and the start of interest on the amount charged.

Statements
and e-mail
alerts.

Every month, your credit card company will send you a monthly accounting document that lists all of your charges and payments, finance charges, the total amount
you owe, and the minimum amount due. Every time you use your card, save your
receipt. Every month, compare your receipts to your statement. Many companies let
you check your transactions and make payments online, and offer e-mail alerts so
you know when it’s close to your credit limit and payment due dates.

For more information on Credit Card Regulations,
please visit www.federalreserve.gov/consumerinfo/consumercredit.htm

Consider your options when it’s time to pay. You might want to pay with cash, credit, or savings—
or some combination of these. How will your choice affect your overall spending plan?
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Topic 5 — All About Credit
Go Low and Repay Fast Activity (Instructor Copy).
Instructor note:

Please note this content varies slightly from the online Hands on Banking program.
Use this example to highlight the importance of interest and repayment time. Photocopy the activity handout on the following page. Walk your participants through the first two points of the example (what Sally
and Bob paid for the TV). Then ask your participants who they think paid more in the long run and why.
Then, reveal the total interest and total price each person paid and lead a discussion using the key points
below the chart.
This example shows how to save on interest.
1.

Sally bought a television for $500 with her credit card. Her credit card has 8% interest. She paid
it off within six months.

2.

Bob bought the same television for $500 with his credit card. His credit card has 18% interest.
He paid it off within 24 months.

Who do you think paid more in the long run? Why?
Answer: Bob ended up paying $99 in interest, while Sally only paid $10.
Bob.

Sally.

Price of product.

$500.

$500.

Interest rate for card.

18%.

8%.

Time to pay off.

24 months.

6 months.

Total interest (APR).

$99.09.

$10.25.

Total price.

$599.09.

$510.25.

Key points:
•

Credit card companies will send you a monthly bill, or statement, showing how much you’ve
borrowed.

•

It is a good idea to get a credit card with a low interest rate and pay off your bill as quickly as you can.

•

If you pay off purchases by paying your first credit card statement in full, you’ll pay no interest,
plus you’ll have your full credit limit available to use again.

•

If you decide to repay over time, you’ll be charged interest on the unpaid balance each month
(the amount you still owe).

•

With interest, the total amount you end up spending on things may be higher!

•

Shop for a card with a low APR and pay your statement balance in full every month.
Annual Percentage Rate (APR) expresses the total cost of credit as a yearly rate, taking into account
a loan’s interest rate, term, and fees. The lower the APR, the lower the total cost of borrowing.
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Topic 5 — All About Credit
Go Low and Repay Fast Activity.
This example shows how to save on interest.
1.

Sally bought a television for $500 with her credit card. Her credit card has 8% interest. She paid
it off within six months.

2.

Bob bought the same television for $500 with his credit card. His credit card has 18% interest.
He paid it off within 24 months.

Who do you think paid more in the long run? Why?
Answer: Bob ended up paying $99 in interest, while Sally only paid $10.
Bob.

Sally.

Price of product.

$500.

$500.

Interest rate for card.

18%.

8%.

Time to pay off.

24 months.

6 months.

Total interest (APR).

$99.09.

$10.25.

Total price.

$599.09.

$510.25.

Key points:
•

Credit card companies will send you a monthly bill, or statement, showing how much you’ve
borrowed.

•

It is a good idea to get a credit card with a low interest rate and pay off your bill as quickly as you can.

•

If you pay off purchases by paying your first credit card statement in full, you’ll pay no interest,
plus you’ll have your full credit limit available to use again.

•

If you decide to repay over time, you’ll be charged interest on the unpaid balance each month
(the amount you still owe).

•

With interest, the total amount you end up spending on things may be higher!

•

Shop for a card with a low APR and pay your statement balance in full every month.

Annual Percentage Rate (APR) expresses the total cost of credit as a yearly rate, taking into account
a loan’s interest rate, term, and fees. The lower the APR, the lower the total cost of borrowing.
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Topic 5 — All About Credit
Killer Credit Card Tips! (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class up into two groups. Instruct them
to list at least seven tips for avoiding credit card nightmares. Have each group present their list. Then
distribute the activity handout and reveal that the team who came up with the most tips that match the
handout wins! Then lead a discussion that focuses on the key points and tips below.

Key points:
•
•
•
•

•

Most people spend more when they use credit cards instead of cash, so it can be easy to drown
yourself with credit card debt before you know it.
Have a budget in mind before you spend and don’t spend what you can’t pay back.
When you use your debit card, money is deducted directly from your checking account. With
credit cards, you borrow the money. Before charging, think through how you’re going to repay.
To keep your credit card spending under control, start out by selecting just one category to
charge at first, like gas or groceries. Don’t add a new category until you’re sure that every
month you can repay what you borrow.
Keep your credit card debt low enough so that your required payments are no more than 10%
of your monthly income.

Get a credit card with a low annual fee and interest rate. Read the cardholder
Look for lowagreement—it spells out fees and finance charges. Call the card company’s
fee, low-interest.
customer service with questions.
Pay off as much
as you can.

Always make at least the minimum payment each month, but pay as much as
you can each month. Pay off the entire balance whenever you can. This will
reduce the finance charges you pay.

Be sure you can
afford it.

Don’t use your credit cards to buy things you really can’t afford. Follow your
spending plan.

Keep within
your limit.

Track your credit card charges throughout the month. Stay within your credit
limit to avoid damaging your credit rating. Try to keep your credit card balance below 70% of your limit at all times. That will help you build credit by
showing lenders that you can control how much credit you use, and it leaves
enough credit available in case of an emergency.

Pay on time.

Pay your credit card bills on time. This is one of the best ways to build good
credit because it shows lenders that you’re reliable. It also helps you avoid
late fees. Check your statement each month for the payment due date. It’s not
always the same date.

Avoid cash
advances.

Some credit card companies may offer you a cash advance. Avoid this option except
in emergencies. You’ll be charged a fee and the interest rate is usually much higher!

Get debt help
early.

If you’re in trouble with debt, get help early. Contact your lender. Try to work
out a repayment plan that works for both of you. Consider talking with a credit
counselor, an experienced professional, who can help you get out of debt.

Consider starting out with just one credit card with a low spending limit. This will help you get
comfortable with using credit and repaying, and help you avoid big trouble with debt.
Next, your participants will learn how to read their credit card statement.
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Topic 5 — All About Credit
Killer Credit Card Tips!
Follow these tips to avoid credit card nightmares!
Get a credit card with a low annual fee and interest rate. Read the cardholder
Look for lowagreement—it spells out fees and finance charges. Call the card company’s
fee, low-interest.
customer service with questions.
Pay off as much
as you can.

Always make at least the minimum payment each month, but pay as much as
you can each month. Pay off the entire balance whenever you can. This will
reduce the finance charges you pay.

Be sure you can
afford it.

Don’t use your credit cards to buy things you really can’t afford. Follow your
spending plan.

Keep within
your limit.

Track your credit card charges throughout the month. Stay within your credit
limit to avoid damaging your credit rating. Try to keep your credit card balance below 70% of your limit at all times. That will help you build credit by
showing lenders that you can control how much credit you use, and it leaves
enough credit available in case of an emergency.

Pay on time.

Pay your credit card bills on time. This is one of the best ways to build good
credit because it shows lenders that you’re reliable. It also helps you avoid
late fees. Check your statement each month for the payment due date. It’s not
always the same date.

Avoid cash
advances.

Some credit card companies may offer you a cash advance. Avoid this option except
in emergencies. You’ll be charged a fee and the interest rate is usually much higher!

Get debt help
early.

If you’re in trouble with debt, get help early. Contact your lender. Try to work
out a repayment plan that works for both of you. Consider talking with a credit
counselor, an experienced professional, who can help you get out of debt.

Consider starting out with just one credit card with a low spending limit. This will help you get
comfortable with using credit and repaying, and help you avoid big trouble with debt.
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Topic 5 — All About Credit
How to Read Your Credit Card Statement (Instructor Copy).
Instructor note:
Photocopy the activity handout on the following page. Lead a discussion about how to read a credit
card statement.
Credit card statement formats vary, but take a look at this sample.
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Topic 5 — All About Credit
How to Read Your Credit Card Statement (Instructor Copy) (continued).
A. Here is your credit card account number. Remember to keep it a secret, or others can use your
account.
B.

This is the closing date of the statement. It’s the date the credit card company created this
statement.

C.

This is the amount of your credit line, in other words your spending limit.

D. This is your available credit. That means the amount of your credit that you haven’t borrowed
yet, so it’s still available to you.
E.

In the Transactions section, you’ll see a list of each charge and payment you made in date order.

F.

Your transactions are summarized here, in the Account Summary section. You’ll also see totals
for fees and interest charged for this month.

G. Here’s the Payment Information. This shows the total amount you now owe, called your New
Balance.
H. This is the Minimum Payment. Each month, you must pay at least this portion of what you owe.
You may pay more than the minimum, up to the total amount, if you can. If you want to have
good credit, and reduce the amount of interest you’ll pay, it’s a good idea to pay more than the
minimum payment each month.
Your statement shows how long it will take to pay off your balance if you make only the minimum payment due each month.
Contact information for credit counseling services is provided.
I.

Here’s the Due Date of the statement. Unless your credit card company receives your payment
by this date, they will begin charging you interest on the amount you owe. Most companies will
also charge you a late fee. They may also increase your interest rate.
Your statement will also include a Late Payment Warning, explaining what may happen if you
don’t pay on time.

J.

In this section, Rate Information, you’ll see how the interest and fees are being calculated yearto-date.

K.

Here’s the Payment Coupon. It repeats your current payment information. Include this coupon
with your check if you pay by mail, and be sure to write in your new address if you’ve moved.

Remember: With a savings account you earn interest; when you borrow you pay interest.
The interest rate a lender charges you depends on how good they believe your credit is—
your creditworthiness.
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Topic 5 — All About Credit
How to Read Your Credit Card Statement.
Credit card statement formats vary, but take a look at this sample.
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Topic 5 — All About Credit
How to Read Your Credit Card Statement (continued).
A. Here is your credit card account number. Remember to keep it a secret, or others can use your
account.
B.

This is the closing date of the statement. It’s the date the credit card company created this
statement.

C.

This is the amount of your credit line, in other words your spending limit.

D. This is your available credit. That means the amount of your credit that you haven’t borrowed
yet, so it’s still available to you.
E.

In the Transactions section, you’ll see a list of each charge and payment you made in date order.

F.

Your transactions are summarized here, in the Account Summary section. You’ll also see totals
for fees and interest charged for this month.

G. Here’s the Payment Information. This shows the total amount you now owe, called your New
Balance.
H. This is the Minimum Payment. Each month, you must pay at least this portion of what you owe.
You may pay more than the minimum, up to the total amount, if you can. If you want to have
good credit, and reduce the amount of interest you’ll pay, it’s a good idea to pay more than the
minimum payment each month.
Your statement shows how long it will take to pay off your balance if you make only the minimum payment due each month.
Contact information for credit counseling services is provided.
I.

Here’s the Due Date of the statement. Unless your credit card company receives your payment
by this date, they will begin charging you interest on the amount you owe. Most companies will
also charge you a late fee. They may also increase your interest rate.
Your statement will also include a Late Payment Warning, explaining what may happen if you
don’t pay on time.

J.

In this section, Rate Information, you’ll see how the interest and fees are being calculated yearto-date.

K.

Here’s the Payment Coupon. It repeats your current payment information. Include this coupon
with your check if you pay by mail, and be sure to write in your new address if you’ve moved.

Remember: With a savings account you earn interest; when you borrow you pay interest.
The interest rate a lender charges you depends on how good they believe your credit is—
your creditworthiness.
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Topic 5 — All About Credit
Credit Card Safety (Instructor Copy).
Instructor note:

Divide the class into two teams. Read a question to a team. They will have 10 seconds to respond. Each
correct answer earns one point. If a team answers incorrectly, the other team can steal. Then, distribute
the activity handout and discuss each tip.
1.

To help you respond quickly if your credit cards are stolen, you should create a chart that
includes four things—the name of the credit card, the financial institution, the customer service
phone number and:
a. The balance on the card.
b. The total amount owed.
c. The account number.

2.

When you receive your credit card, what is the first thing you should do?
a. Go shopping!
b. Sign the card on the signature panel.
c. Write down the number and expiration date and file it away.

3.

A high percentage of credit card thefts are from:
a. Car glove compartments.
b. Mailboxes that don’t have a lock.
c. Subways.

4.

When you shop with your credit card, what should you avoid doing?
a. Buying too many things in one day.
b. Offering personal information.
c. Keeping the sales receipt.

5.

How can you avoid fraud?
a. Always monitor your credit card accounts online.
b. Don’t use your credit card when you’re out of the country.
c. Get your credit report twice a year.

6.

Which of the following can erase information stored on your credit card/
a. Ultraviolet light.
b. Airport x-ray machines.
c. Magnets.

Watch out! Criminals can easily steal your account information by running a debit, credit, or
ATM card through a small hand-held device called a “skimmer.”

Instructor note:

If any of your participants indicate they may have too much credit card debt, advise them to see the
Dealing with Debt lesson for helpful tips.
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Topic 5 — All About Credit
Credit Card Safety.
Follow these tips to stay safe when using your credit cards.

Report loss
or theft!

Sign your card.

Report lost or stolen credit cards immediately to the company that issued
you the card. To help you respond quickly in case your cards or ID are lost
or stolen, make a chart like this one. Be sure to store the list in a safe place.
Never carry it with you.
Credit card
name

Financial
institution

Account
number

24-hour
customer service #

Sign your card on the signature panel as soon as you receive it.

Treat cards
like cash.

Protect your cards as if they were cash—never let them out of your possession or control. Don’t leave your credit cards in your car’s glove compartment. A high percentage of credit card thefts are from car glove
compartments. Don’t lend your cards or card numbers—credit, debit, or
ATM—to anyone. You are responsible for their use. Don’t let your credit
cards be used by others, even family or friends. Cut up and toss out old and
canceled cards.

When shopping.

When shopping, make sure that you get your card back after every purchase. Check that sales vouchers are for the correct purchase amount
before you sign them. Always keep copies of your sales vouchers and credit
card receipts. Don’t volunteer any personal information when you use your
credit card, other than by displaying personal identification as requested by
a merchant.

Monitor your
accounts.

To avoid fraud, monitor your accounts online—including when you’re away
traveling. Some financial institutions offer tools and services to help you
monitor and manage your accounts, such as email alerts, automatic payments, and online reports that track your spending into budget categories.

Avoid magnets.

Keep your cards away from things with magnets, which can erase the information stored on the card.

Watch out! Criminals can easily steal your account information by running a debit, credit, or
ATM card through a small hand-held device called a “skimmer.”

Note: Too much credit card debt? See the Dealing with Debt lesson for helpful tips.
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Topic 5 — All About Credit
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Articles: About Credit Cards and Managing Your Credit.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 5 — All About Credit
Scenario: How Should Ryan Respond? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. After participants finish the activity, lead a group
discussion about their choices, using the consequences and feedback provided below.

Instructions:

Have participants read Ryan’s story. Based on his situation, have them select the best possible
option. Then, for each option, they will write a few sentences about why the option was right or
wrong for Ryan’s situation.

Ryan’s Story.
A few days ago, Ryan was browsing online for discount airfares. He followed a pop-ad to a Web site
and entered his email address to receive special sale updates. Today he received an email telling
him he would win some cool luggage plus qualify for a for a free 3-night trip to Cancun just by
emailing back his customer profile information including credit card number. Given Ryan’s situation,
which decision do you think is best for him?
1.

Provide the information. He’s already won, and they can’t charge to his card without his permission.
Consequences: He shouldn’t have replied to that email. It seemed so easy to win those prizes, but
then he found out the email was a “phishing” scam and he gave his credit card number to criminals,
not a travel company!
Feedback: This isn’t good advice. It’s never safe to put your financial information in an email. Also,
Ryan didn’t know for sure whether the company was legitimate. If you’re not sure whether you’re
actually communicating with a company that you know and trust, don’t respond.

2.

Don’t email back. This looks like a scam.
Consequences: Not responding was the right way to go. One of the ways criminals commit fraud is
by directing people to phony Web sites that look real and “phishing” for credit card numbers. Ryan
should only buy from businesses he knows are legitimate. Unless he initiated the communication, he
shouldn’t respond.
Feedback: You’re right! It’s never a good idea to provide financial info in an email. If Ryan had, he
would likely have been the victim of fraud. This wasn’t a company Ryan knew and trusted, so he was
smart not to respond.

3.

It’s not safe to reply by email. Call the company and provide the information by phone.
Consequences: Ryan made a mistake. The site and 800# seemed legitimate, but he had a bad feeling
about it after he gave his information. He called his credit card company. The Web site was phony
and the email was an example of “phishing.” His identity and some money may have been stolen.
Feedback: You were smart to advise Ryan not to email his info. But he should never give his credit
card number over the phone either, unless he initiated the call. If you’re not sure whether you’re actually communicating with a company that you know and trust, don’t respond.

Never provide your credit card number in an email! Never give out your credit card number
over the phone unless you initiated the call.
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Scenario: How Should Ryan Respond?
Instructions:

Read Ryan’s story. Based on his situation, select the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Ryan’s situation.

Ryan’s Story.
A few days ago, Ryan was browsing online for discount airfares. He followed a pop-ad to a Web site
and entered his email address to receive special sale updates. Today he received an email telling
him he would win some cool luggage plus qualify for a for a free 3-night trip to Cancun just by
emailing back his customer profile information including credit card number. Given Ryan’s situation,
which decision do you think is best for him?
1.

Provide the information. He’s already won, and they can’t charge to his card without his permission.
Should Ryan choose this option? Why or why not?

2.

Don’t email back. This looks like a scam.
Should Ryan choose this option? Why or why not?

3.

It’s not safe to reply by email. Call the company and provide the information by phone.
Should Ryan choose this option? Why or why not?

Never provide your credit card number in an email! Never give out your credit card number
over the phone unless you initiated the call.
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Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Credit Cards lesson:
•

Lots of financial institutions offer credit cards and some will charge you an annual fee to have one.

•

When you apply for a card, they’ll check your credit history and decide whether or not to give
you a card.

•

They’ll also decide how much you’re allowed to borrow, or “charge.” This is called your credit limit.

•

If the credit card company issues you a card, they’ll let you know what your credit limit will be.

•

Credit cards are called revolving credit because as you pay the money back, your credit
becomes available for you to use again and again.

•

Be sure to shop around for the best credit card offer that fits your need and with the lowest APR.

Additional Activities.
These activities are designed to extend the new concepts presented in the Credit Card lesson. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

If you have too much credit card debt, make a list of ways you can stop using the card until you
have paid it off or lower your balance significantly.

•

If you are paying a high interest rate on your credit card(s), shop around and see if you can
transfer the balance to another company with lower interest rates. Start with your current credit
card company to see if they can lower the interest rate.

•

Review your last three months of credit card statements. What are you buying? Are these
impulse items? Large ticket items? Everyday expenses? Try to identify the expenses that you
can pay for with cash instead of credit.

•

Read the fine print of your credit card statement. Be sure and read about the cost for late payments and cash advances.
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Lesson 6: Loans.
This lesson teaches participants the essentials of loans and the lending process. It provides helpful information for
finding a responsible lender and what they can do if their loan is not approved and how to manage it if it is. Finally
they’ll learn what information they need before they sign a loan agreement.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain the essentials of loans and the lending process.

•

Explain how to shop for a responsible lender.

•

Determine their next course of action if their loan isn’t approved.

•

Explain how to manage a loan when it is approved.

•

List information they’ll need before they sign a loan agreement.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Does anyone have a loan? Explain the process you went through to get your loan. Was it difficult? What things did you learn?

•

If you have a loan, did you shop around first, or go to your bank and talk with a loan professional? Did you research interest rates beforehand?

•

What types of purchases do you think you’ll need a loan for?

•

What reasons would a bank have for turning down a loan application?

•

What types of loans do you think you’ll need in the future? Do you think you’ll be approved
right away, or are there things you need to work on?

The Basics.
•

Loans are a very common way to borrow money.

•

Millions of people apply for loans to pay for something big like a car or education.

•

With a loan, you receive all the money the lender has approved for you in one lump sum—
the principal.

•

To pay the lender back, you make equal monthly payments called installments, for a fixed
period of time, until it is paid off.

•

The lender will charge you extra money over the amount you borrow. This is called interest.
Some lenders may charge you a fee for the loan.

•

How much interest you’ll pay for your loan depends on three things—how much you’re borrowing (principal), the interest rate, and the term of the loan (how long it will take you to pay it back).

Before you start the lesson, use the following scenario to get participants thinking.
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Jordan’s Motor Scooter (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page and distribute it to participants. Then, introduce
the scenario and instruct your participants to choose the best loan for Jordan based on his requirements.
Then discuss the key points below the chart.

Jordan’s story:

Jordan wants to borrow $10,000 to buy a motor scooter.
His goal?
•

To achieve the lowest total cost of credit.

•

Keep his monthly payments under $400.

•

Pay off the loan as soon as possible.

Instructions:

Have your participants look at the chart below and choose the best loan option for Jordan.
Term.

Rate.

Payments.

Total Costs.

24 month.

12.25%.

$472.00.

$11,326.

36 months.

14.50%.

$344.00.

$12,392.

48 months.

16.75%.

$287.00.

$13,788.

Key points:
•

Between these three alternatives, Jordan’s best choice is to get the loan with
the 36-month term.

•

With the 24-month term his monthly payments will be too high, and the
36-month term will cost less in interest than the 48-month.

•

Remember: the longer the term, the lower the monthly payments, but the
higher the amount of interest over the life of the loan.

•

Also, notice that lenders will usually offer you a lower interest rate for a
shorter term loan.

Remember: Annual Percentage Rate (APR) is a measurement you can use to compare the cost
of different loans. The lower the APR, the lower the total cost of the loan.
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Jordan’s Motor Scooter.
Jordan’s story:

Jordan wants to borrow $10,000 to buy a motor scooter.
His goal?
•

To achieve the lowest total cost of credit.

•

Keep his monthly payments under $400.

•

Pay off the loan as soon as possible.

Instructions:

Use the chart below to choose the best loan option for Jordan.
Term.

Rate.

Payments.

Total Costs.

24 month.

12.25%.

$472.00.

$11,326.

36 months.

14.50%.

$344.00.

$12,392.

48 months.

16.75%.

$287.00.

$13,788.

Key points:

Remember: Annual Percentage Rate (APR) is a measurement you can use to compare the cost
of different loans. The lower the APR, the lower the total cost of the loan.
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How Loans Work (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to the class to discuss the basics of loans.
Begin a discussion with your participants by asking questions such as:
•

What are some common terms that apply to loans (example: principal)?

•

Other than the monthly payment, what other fees are involved with getting a loan?

•

What does interest depend on?

•

Then lead a discussion by mentioning these key points:

Key points:
•

With a loan, you receive all the money the lender has approved for you in one
lump sum. This is called the principal.

•

Then, to pay the lender back, you need to make equal monthly payments,
called installments, for a fixed period of time, until the loan is paid off.

•

The lender may also charge you fees for giving you the loan.

•

On top of repaying the principal, you’ll also have to pay the lender interest.

•

How much interest you’ll pay for your loan depends on three main factors:
how much you’re borrowing, the interest rate, and how long it will take you to
pay the money back. This is called the term of the loan.

Before you apply for a loan, consider your overall spending plan. How much of a monthly payment can you comfortably manage to repay every month?

The next lesson will teach participants more about how the term and interest rate affect the cost of credit.
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Term and Rate Affect Loan Costs (Instructor Copy).
Instructor note:

Please note: this activity combines two screens from the online program—Term Affects Loan Costs and
Interest rate affects loan costs.
Photocopy the activity handout on the following page and distribute to participants. Walk through
each example.
Check out this example: with the longer-term loan, the total cost is more than $1,100 higher
because you’re paying more in interest.
25-month term.

49-month term.

Loan amount.

$10,000.

$10,000.

Term.

25 months.

49 months.

Monthly payment.

$450
(final payment may vary).

$250
(final payment may vary).

Total cost of loan.

$11,106.

$12,215.

Total interest paid.

$1,106.

$2,215.

Now look at out this example: By getting a 5% interest rate vs. 15%, this borrower would save over
$3,000 in interest over five years!
5% Interest Rate.

15% Interest Rate.

Loan amount.

$10,000.

$10,000.

Term.

5 years.

5 years.

Interest rate.

5%.

15%.

Monthly payment.

$188.77
(final payment may vary).

$237.90
(final payment may vary).

Total interest over 5 years.

$1,236.92.

$4,271.08.

Lenders will often offer you options for the term. You might consider a longer term loan to get
a lower monthly payment that you can comfortably manage to pay.

Always try to get a loan with the lowest interest rate you can. Remember: A strong credit score
may help you qualify for a lower interest rate.
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Term and Rate Affect Loan Costs.
Check out this example: with the longer-term loan, the total cost is more than $1,100 higher
because you’re paying more in interest.
25-month term.

49-month term.

Loan amount.

$10,000.

$10,000.

Term.

25 months.

49 months.

Monthly payment.

$450
(final payment may vary).

$250
(final payment may vary).

Total cost of loan.

$11,106.

$12,215.

Total interest paid.

$1,106.

$2,215.

Now look at out this example: By getting a 5% interest rate vs. 15%, this borrower would save over
$3,000 in interest over five years!
5% Interest Rate.

15% Interest Rate.

Loan amount.

$10,000.

$10,000.

Term.

5 years.

5 years.

Interest rate.

5%.

15%.

Monthly payment.

$188.77
(final payment may vary).

$237.90
(final payment may vary).

Total interest over 5 years.

$1,236.92.

$4,271.08.

Lenders will often offer you options for the term. You might consider a longer term loan to get
a lower monthly payment that you can comfortably manage to pay.

Always try to get a loan with the lowest interest rate you can. Remember: A strong credit score
may help you qualify for a lower interest rate.
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Loans Step-by-Step (Instructor Copy).
Instructor note:

Begin a discussion about applying for a loan by asking questions such as:
•
If you have a loan, did you “shop” for one? What did that entail?
•
Was there anything that you didn’t quite understand that you wish you’d asked about before signing
the loan documents?
•
How will you decide which lender, or bank, or financial institution to go to find a loan?
•
What things do you need to consider before you decide to take out a loan?
Then, distribute the handout and discuss these steps.

Applying for a loan? Here are the steps in the process.

Comparison
shop.

• Take some time to comparison shop for your loan. When you compare loans,
it can be hard to see which one will cost you the least.
• To make it easier, lenders are required to tell you a loan’s annual percentage
rate, or APR.
• The APR is a number that combines the interest rate, the term, and the fees to
show you the total cost of the loan.
• The lower the APR, the lower the total cost.
• Remember, the loan with the smallest monthly payment may not have the
lowest cost overall.

Choose a
responsible
lender.

• Always be careful when selecting a lender.
• A responsible lender can help you gain financial flexibility and achieve your goals.
• To find a responsible lender, look for an established company with a good
reputation.
• Ask a money-savvy friend, family member, your employer or bank for a referral.
• Only work with lenders who answer all your questions, put everything in writing,
and give you time to shop and compare before you sign a loan agreement.

Discuss the
costs and the
options.

• Discuss the costs and the options with your lender.
• Carefully study the monthly payment and the APR. Then decide if you can
really afford the loan.
• You want to be sure the monthly loan payment is an amount you can afford,
but minimize the total cost of your loan if you can.

Understand
before you
sign.

• Before you sign any loan agreement, be sure to read it, including the fine
print. Make sure you understand the terms and the costs.
• Signing a loan agreement is a serious financial responsibility. You’ll have to
live up to the terms that you agree to, so it’s critical that you understand
exactly what you’re signing.

Unsure?
Don’t sign!

• It’s very important to be comfortable with your lender and make sure you fully
understand everything about your loan before you sign.
• If you’re unsure, don’t sign. Seek advice.

How long
before they
decide?

• It often takes a few days for a decision to be made about your loan application.
• However, a bank legally has up to 30 days to respond.

The federal Equal Credit Opportunity Act gives you legal rights as a borrower without regard to
race, color, religion, national origin, gender, marital status, or age. Click on Library to learn more.
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Loans Step-by-Step.
Applying for a loan? Here are the steps in the process.

Comparison
shop.

• Take some time to comparison shop for your loan. When you compare loans,
it can be hard to see which one will cost you the least.
• To make it easier, lenders are required to tell you a loan’s annual percentage
rate, or APR.
• The APR is a number that combines the interest rate, the term, and the fees to
show you the total cost of the loan.
• The lower the APR, the lower the total cost.
• Remember, the loan with the smallest monthly payment may not have the
lowest cost overall.

Choose a
responsible
lender.

• Always be careful when selecting a lender.
• A responsible lender can help you gain financial flexibility and achieve your goals.
• To find a responsible lender, look for an established company with a good
reputation.
• Ask a money-savvy friend, family member, your employer or bank for a referral.
• Only work with lenders who answer all your questions, put everything in writing,
and give you time to shop and compare before you sign a loan agreement.

Discuss the
costs and the
options.

• Discuss the costs and the options with your lender.
• Carefully study the monthly payment and the APR. Then decide if you can
really afford the loan.
• You want to be sure the monthly loan payment is an amount you can afford,
but minimize the total cost of your loan if you can.

Understand
before you
sign.

• Before you sign any loan agreement, be sure to read it, including the fine
print. Make sure you understand the terms and the costs.
• Signing a loan agreement is a serious financial responsibility. You’ll have to
live up to the terms that you agree to, so it’s critical that you understand
exactly what you’re signing.

Unsure?
Don’t sign!

• It’s very important to be comfortable with your lender and make sure you fully
understand everything about your loan before you sign.
• If you’re unsure, don’t sign. Seek advice.

How long
before they
decide?

• It often takes a few days for a decision to be made about your loan application.
• However, a bank legally has up to 30 days to respond.

The federal Equal Credit Opportunity Act gives you legal rights as a borrower without regard to
race, color, religion, national origin, gender, marital status, or age. Click on Library to learn more.
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Warning Signs to Watch For (Instructor Copy).
Instructor note:

Consider inviting a reputable lender to come in and talk with the class about predatory lending.
Photocopy the activity handout on the following page. Ask the class to come up with signs that should
warn them about predatory lending practices. Write each sign on the chalkboard/whiteboard or large
piece of paper. Then, distribute the activity handout and walk through each warning sign.

Watch out! Predatory lenders try to cheat borrowers through fraud or deception.
1. Encouragement
to include false
information.

If a lender has changed any of your income or expense information or
leaves your income blank, do not sign the loan application.

2. Blank loan
documents.

Never sign a blank loan document or work with a lender who asks you to.

3. “Bait and
switch” sales
tactics.

When a lender makes promises in order to make the sale, but then backs
out on the promises after the sale. To avoid this, it’s critical to carefully read
and understand the agreement before you sign. Question anything in the
document that is not consistent with what you were told. Don’t sign the
agreement if anything in it is unclear or not as promised.

4. Equity
stripping.

Let’s say you don’t have much monthly income but you have built up equity
in your home. If a lender encourages you to inflate your income on your
application form to help get the loan approved, watch out! A predatory
lender doesn’t care if you can’t keep up with the monthly payments, because
as soon as you can’t, the lender will foreclose—taking your home and stripping you of the equity you have spent years building.

5. Loan flipping.

This is when a lender persuades a borrower to repeatedly refinance a
loan, often within a short time frame, charging high points and fees each
time. This is not in your best interest because it costs you money and
postpones the loan principal from being reduced.

6. A high fee
for bi-weekly
payments.

Some lenders will offer you the option to pay your loan bi-weekly.
Although this type of payment plan can reduce the finance charge and
length of a loan, predatory lenders may charge you $1,000 for the “privilege” of paying biweekly. In reality, such accounts can often be set up for
free or a few hundred dollars at most.

7. Required deed
signing.

If you are behind on your mortgage payments, a predatory lender may offer
to help find new financing. But first you are asked to deed your property over
to the lender as a temporary measure to prevent foreclosure. But then the
promised loan never comes, and you no longer own your home.

8. Advertisements
promising
“No Credit?
No Problem!”

These are often warning signs of scams. Consumers responding to such
ads are guided through a phony application process and may even
receive fake loan approval documents. To receive the approved loan, they
are told to pay money up-front for fees or services—and instead end up
losing their money.

9. Promises to refinance the loan
to a better rate
in the future.

No one can make you that promise. Instead, ask what you can do now to
get a better rate. If you’re working with a local bank, for example, there
may be a rate discount for making automatic monthly payments from
your checking account.

Balloon payments are large, lump-sum payments due at the end of the term. Before you sign a
loan agreement that requires one, make sure you fully understand and are prepared to pay it.
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Warning Signs to Watch For.
Watch out! Predatory lenders try to cheat borrowers through fraud or deception.
1. Encouragement
to include false
information.

If a lender has changed any of your income or expense information or
leaves your income blank, do not sign the loan application.

2. Blank loan
documents.

Never sign a blank loan document or work with a lender who asks you to.

3. “Bait and
switch” sales
tactics.

When a lender makes promises in order to make the sale, but then backs
out on the promises after the sale. To avoid this, it’s critical to carefully read
and understand the agreement before you sign. Question anything in the
document that is not consistent with what you were told. Don’t sign the
agreement if anything in it is unclear or not as promised.

4. Equity
stripping.

Let’s say you don’t have much monthly income but you have built up equity
in your home. If a lender encourages you to inflate your income on your
application form to help get the loan approved, watch out! A predatory
lender doesn’t care if you can’t keep up with the monthly payments, because
as soon as you can’t, the lender will foreclose—taking your home and stripping you of the equity you have spent years building.

5. Loan flipping.

This is when a lender persuades a borrower to repeatedly refinance a
loan, often within a short time frame, charging high points and fees each
time. This is not in your best interest because it costs you money and
postpones the loan principal from being reduced.

6. A high fee
for bi-weekly
payments.

Some lenders will offer you the option to pay your loan bi-weekly.
Although this type of payment plan can reduce the finance charge and
length of a loan, predatory lenders may charge you $1,000 for the “privilege” of paying biweekly. In reality, such accounts can often be set up for
free or a few hundred dollars at most.

7. Required deed
signing.

If you are behind on your mortgage payments, a predatory lender may offer
to help find new financing. But first you are asked to deed your property over
to the lender as a temporary measure to prevent foreclosure. But then the
promised loan never comes, and you no longer own your home.

8. Advertisements
promising
“No Credit?
No Problem!”

These are often warning signs of scams. Consumers responding to such
ads are guided through a phony application process and may even
receive fake loan approval documents. To receive the approved loan, they
are told to pay money up-front for fees or services—and instead end up
losing their money.

9. Promises to refinance the loan
to a better rate
in the future.

No one can make you that promise. Instead, ask what you can do now to
get a better rate. If you’re working with a local bank, for example, there
may be a rate discount for making automatic monthly payments from
your checking account.

Balloon payments are large, lump-sum payments due at the end of the term. Before you sign a
loan agreement that requires one, make sure you fully understand and are prepared to pay it.
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Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Loans lesson:
•

Loans are a very common way to borrow money.

•

Millions of people apply for loans to pay for something big like a car or education.

•

With a loan, you receive all the money the lender has approved for you in one lump sum—
the principal.

•

To pay the lender back, you make equal monthly payments called installments, for a fixed
period of time, until it is paid off.

•

The lender will charge you extra money over the amount you borrow. This is called interest.
Some lenders may charge you a fee for the loan.

•

How much interest you’ll pay for your loan depends on three things—how much you’re borrowing (principal), the interest rate, and the term of the long (how long it will take you to pay it back).

Additional Activities.
These activities are designed to extend the new concepts presented in the Loans lesson. Use these or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Visit a few local banks (or go to their website) and find out what their current rate is for auto
loans or small personal loans. You will see how rates and terms vary—it is important to shop
around before you take on a loan.

•

If you currently have a loan, consider ways you can pay it off faster to avoid paying more in interest.
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Lesson 7: Dealing With Debt.
In this lesson, your participants learn to recognize the signs of having too much debt and learn how to deal with debt
problems.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain how to use credit responsibly.

•

Recognize the warning signs of too much debt.

•

Explain how to deal with debt problems.

Start the Discussion.

To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

Have you ever felt like you had too much debt?

•

What are some resources you can use to help pay down your debt?

•

What are some signs of having too much debt?

•

What are some steps people can take to pay down their debt?

The Basics.
•

Borrowing money gives you financial flexibility but if you’re not careful you may buy more
things and spend more than you would otherwise.

•

Owing people more than you can repay is painful. And it can negatively affect your money situation for years.

•

The best defense is to avoid too much debt to begin with.

Before you start the lesson, use the following scenario to get participants thinking.
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Scenario: One more loan? (Instructor Copy).
Instructor note:

Photocopy the activity handout on the next page. After participants finish the activity, lead a group
discussion about their choices, using the consequences and feedback provided below.

Instructions:

Have participants read Elena’s story. Based on her situation, have them select the best possible option.
Then, for each option, they will write a few sentences about why the option was right or wrong for Elena’s situation. Then use this activity to lead a discussion on what to consider before you take out a loan.

Elena’s Story.

Elena just completed a 2-year technical training program. She’s off to a successful start working as an
independent contractor, paying off her student loan and a second loan to buy a van. She just landed
a project that requires specialized equipment. She planned to rent the equipment, but the vendor
has offered her a good deal to buy it instead. She’d need a 3-year loan to buy it, but she could use the
equipment on future jobs, too. Given Elena’s situation, which decision do you think is best for her?

1.

Rent. Before taking on any more debt, make sure she can handle all her new expenses.
Consequences: Elena is so glad she didn’t borrow more money. She’s getting a lot of work, but
her expenses are higher than she thought. If she borrowed more money, it may have been
tough to repay her other loans. She has to pay her bills on time to keep a good credit history
and avoid late fees and bad credit rating.
Feedback: Great decision! Elena was smart to make sure she could handle her new monthly
expenses before taking on more debt. By renting the equipment for now, she can handle the
project and earn money without taking on more risk.

2.

Apply for the new loan and see if she gets approved. This equipment will help her make more money.
Consequences: Between my new loan payments and other expenses, borrowing more money
was probably the last thing she should’ve done! If she doesn’t pay the bills on time, she’ll have
to pay late fees too! Her credit rating might go down. She could sell the equipment to repay the
loan, but that might take some time.
Feedback: This wasn’t a good time for Elena to take on more debt. Even if she can sell the
equipment, it won’t be worth as much as she paid for it. If she can’t make her loan payments,
she should call her lender immediately to discuss what to do.

3.

Determine the new loan payment amount. Only proceed if it fits her budget.
Consequences: She thought she could handle this equipment loan, but she was wrong. She
didn’t figure in all the extra costs of running the equipment, including an hourly helper. Now
she’s struggling to pay bills on time and cutting back on things. The loan is for three years, but
the technology will probably be outdated by next year. Elena should have waited before borrowing
more to buy now.
Feedback: Elena was smart to analyze her current budget, but forgot to consider the additional
expenses of the new equipment. Avoiding more debt would have been a smarter choice for now.
Remember: If you’re having trouble making loan payments, contact your lender immediately
to discuss your situation and how you can work with them to repay.
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Scenario: One more loan?
Instructions:

Read Elena’s story. Based on her situation, select the best possible option. Then, for each option,
write a few sentences about why the option was right or wrong for Elena situation.

Elena’s Story.

Elena just completed a 2-year technical training program. She’s off to a successful start working as an
independent contractor, paying off her student loan and a second loan to buy a van. She just landed
a project that requires specialized equipment. She planned to rent the equipment, but the vendor
has offered her a good deal to buy it instead. She’d need a 3-year loan to buy it, but she could use the
equipment on future jobs, too. Given Elena’s situation, which decision do you think is best for her?

1.

Rent. Before taking on any more debt, make sure she can handle all her new expenses.
Should Elena choose this option? Why or why not?

2.

Apply for the new loan and see if she gets approved. This equipment will help her make more money.
Should Elena choose this option? Why or why not?

3.

Determine the new loan payment amount. Only proceed if it fits her budget.
Should Elena choose this option? Why or why not?

Remember: If you’re having trouble making loan payments, contact your lender immediately
to discuss your situation and how you can work with them to repay.
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Using Credit Wisely (Instructor Copy).
Instructor note:

Consider inviting a credit counselor to talk with your class about using credit wisely and avoiding debt.
Photocopy the activity handout on the following page. Divide the class into three groups. Instruct them
to create a list of ways to avoid debt or deal with too much debt. When they’re finished, distribute the
activity handout and lead a discussion using the key points and the chart.

Key Points.
•
•
•
•

Being able to borrow money when you need it can give you financial flexibility.
You may end up buying more things, and spending more for them, than you would if you paid
in cash.
Having too much debt can damage your money situation for years.
The best defense is to avoid too much debt to begin with.

Shop for
credit.

Shop around for credit cards with low interest rates and low or no annual fee.
Look closely at credit card offers that use the word “free.” Usually, everything
has a price. Avoid loans and credit cards with high interest rates. Don’t take on
monthly loan payments you can’t afford.

Plan your
shopping.

Don’t use your credit cards to buy things you really can’t afford. Let your budget
be your guide. Resist impulse buying!

Set limits.

Don’t go wild! Don’t exceed your credit card spending limit and try to keep your
balance 70% or less of your limit. Avoid having monthly credit card payments
that exceed 10% of your monthly net income. Don’t let the total amount you
charge to your credit cards exceed 20% of your yearly net income. Maintaining a
number of credit accounts over a long period of time can actually improve your
credit score—but only if you limit your credit use.

Keep track.

Track your credit card charges throughout the month. Save your receipts and
check them against your statement. If you have Internet access to your credit
card balance, track the charges made on your credit card online, before you
even receive the bill in the mail.

Pay on time.

Pay on time and pay off credit card balances monthly if you can. If you can’t pay
off your credit card balance in full, pay more to your high-interest accounts every
month while paying at least the minimum to lower-interest accounts. At the very
least, pay the minimum payment to every account, every month, on time.

Contact your
creditors.

If you can’t pay the minimum due on your credit card, call your creditor and ask
for an extension or to set up a payment plan. Try to have your APR lowered, too,
which may reduce your payment. If nothing can be done, look for money in your
overall spending plan that you can put toward your payment.

Get help
early.

If you’re getting into trouble with debt, get help early. Contact your lender. Try
to work out a repayment plan that works for both of you. You may also want to
consider talking with a credit counselor, an experienced professional, who can
help you get out of debt.

The key to financial freedom is living within your income. That means not borrowing more than
you can comfortably afford to repay.
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Using Credit Wisely.
Shop for
credit.

Shop around for credit cards with low interest rates and low or no annual fee.
Look closely at credit card offers that use the word “free.” Usually, everything
has a price. Avoid loans and credit cards with high interest rates. Don’t take on
monthly loan payments you can’t afford.

Plan your
shopping.

Don’t use your credit cards to buy things you really can’t afford. Let your budget
be your guide. Resist impulse buying!

Set limits.

Don’t go wild! Don’t exceed your credit card spending limit and try to keep your
balance 70% or less of your limit. Avoid having monthly credit card payments
that exceed 10% of your monthly net income. Don’t let the total amount you
charge to your credit cards exceed 20% of your yearly net income. Maintaining a
number of credit accounts over a long period of time can actually improve your
credit score—but only if you limit your credit use.

Keep track.

Track your credit card charges throughout the month. Save your receipts and
check them against your statement. If you have Internet access to your credit
card balance, track the charges made on your credit card online, before you
even receive the bill in the mail.

Pay on time.

Pay on time and pay off credit card balances monthly if you can. If you can’t pay
off your credit card balance in full, pay more to your high-interest accounts every
month while paying at least the minimum to lower-interest accounts. At the very
least, pay the minimum payment to every account, every month, on time.

Contact your
creditors.

If you can’t pay the minimum due on your credit card, call your creditor and ask
for an extension or to set up a payment plan. Try to have your APR lowered, too,
which may reduce your payment. If nothing can be done, look for money in your
overall spending plan that you can put toward your payment.

Get help
early.

If you’re getting into trouble with debt, get help early. Contact your lender. Try
to work out a repayment plan that works for both of you. You may also want to
consider talking with a credit counselor, an experienced professional, who can
help you get out of debt.

The key to financial freedom is living within your income. That means not borrowing more than
you can comfortably afford to repay.
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Warning Signs of Too Much Debt (Instructor Copy).
Instructor note:

Divide the class into two teams. Write these ten words or phrases on a whiteboard/chalkboard or large
piece of paper:
Bills (3).
Checkbook (2).
Paycheck (2).
Credit cards (4).
Calendar (2).

Savings (1).
Family (2).
Shopping (2).
Everyday expenses (1).
Telephone (1).

The numbers in parentheses tell the teams how many warning signs are available in each category.
Teams will choose a category and then give one warning sign of too much debt. Each correct answer
earns one point. If a team passes, the other team can steal. The team with the most points wins.
Bills.
1. You’re always late in paying your bills.
2. It takes you 60 or even 90 days to cover bills you once could pay monthly.
3. You juggle payments to keep creditors satisfied.
Check book.
1. Checking account is frequently overdrawn.
2. You can make only minimum payments on your revolving charge accounts.
Paycheck.
1. You race to deposit your paycheck because you’ve written checks that require money in your
paycheck.
2. A small reduction in your income or an unusual expense makes you unable to pay all of your
monthly bills.
Credit cards.
1. Your credit accounts are usually at their maximum limits.
2. You apply for more credit cards because you have reached the limit on the ones you have.
3. You spend more than 20% of your take-home pay on credit payments (excluding rent or mortgage).
4. Your loan or credit card balances stay the same or go up each month.
Calendar.
1. You’re still paying off purchases you made a year ago.
2. You put off medical and dental visits because you cannot pay the bill.
Savings.
1. You don’t have a savings account, or have stopped making deposits to it.
Family.
1. You are always worried about your debts.
2. You argue with your family members, spouse, or partner over bills.
Shopping.
1. You sometimes wonder why you made certain purchases.
2. You feel free to spend more after clearing up a debt.
Everyday expenses.
1. You use savings or credit cards to cover everyday living expenses, such as groceries.
Telephone.
1. You ignore the telephone or mail to avoid dealing with creditors.
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Tips for Dealing with Debt (Instructor Copy).
Instructor note:

Consider inviting a credit counselor into the class to discuss tips for dealing with debt.
Divide the class into groups. Give each group three minutes to create a list of at least seven things they
should do if their debt is at an uncomfortable level. Then, have each group present their list. When they’re
finished distribute the activity handout to see who has the most correct answers. Lead a discussion using
the key points.
If the amount you owe others is at an uncomfortable level, here are some powerful tips for lowering
your debt.

Ask for help.

Many nonprofit debt counseling centers across the country will advise you
for a low fee or at no charge. Some lenders will recommend debt counselors to you. Contact a customer service representative at your lender for
referrals. Or, contact the Consumer Credit Counseling Service in your area.
(Check the White Pages in your phone book.) They can often help you work
out a repayment plan with your creditors.

Make a
written plan.

Make a list of all your bills and their amounts. Figure out when each bill can
be paid.

Contact your
creditors.

Contact your credit card company or other creditors to try to get your rate
lowered or a different payment plan worked out.

Pay more than
the minimum.

Make more than the minimum monthly payment on credit cards. You will save
lots of money on interest and reduce or eliminate your debt much sooner.

Don’t take on
any new debt.

Stop using your credit cards. Say no to offers for credit cards, debt consolidation, and second mortgages. Only get a cash advance when it’s
absolutely necessary! The interest rates are usually higher (than for card
purchases), and the rates are put into effect immediately, without a thirtyday grace period. Most banks also charge a service fee based on how much
cash you’re withdrawing. The same applies to personalized “checks” some
credit card companies may send you.

Minimize rates
and fees.

Educate yourself about the annual fees, current interest rates, finance
charges, cash-advance fees, and any other fees tied to your card. This can
help you make better decisions about which card to use and how to manage your credit. Transfer balances to cards with lower interest rates or to
cards offering the same (or lower) interest rates that also offer the benefit of
a low introductory rate (usually for six months).

Don’t give up.

Reducing your debt is challenging, but don’t stop trying. It’s one of the
most important things you can do for a better financial future.
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Tips for Dealing with Debt (Instructor Copy).
If the amount you owe others is at an uncomfortable level, here are some powerful tips for lowering
your debt.

Ask for help.

Many nonprofit debt counseling centers across the country will advise you
for a low fee or at no charge. Some lenders will recommend debt counselors to you. Contact a customer service representative at your lender for
referrals. Or, contact the Consumer Credit Counseling Service in your area.
(Check the White Pages in your phone book.) They can often help you work
out a repayment plan with your creditors.

Make a
written plan.

Make a list of all your bills and their amounts. Figure out when each bill can
be paid.

Contact your
creditors.

Contact your credit card company or other creditors to try to get your rate
lowered or a different payment plan worked out.

Pay more than
the minimum.

Make more than the minimum monthly payment on credit cards. You will save
lots of money on interest and reduce or eliminate your debt much sooner.

Don’t take on
any new debt.

Stop using your credit cards. Say no to offers for credit cards, debt consolidation, and second mortgages. Only get a cash advance when it’s
absolutely necessary! The interest rates are usually higher (than for card
purchases), and the rates are put into effect immediately, without a thirtyday grace period. Most banks also charge a service fee based on how much
cash you’re withdrawing. The same applies to personalized “checks” some
credit card companies may send you.

Minimize rates
and fees.

Educate yourself about the annual fees, current interest rates, finance
charges, cash-advance fees, and any other fees tied to your card. This can
help you make better decisions about which card to use and how to manage your credit. Transfer balances to cards with lower interest rates or to
cards offering the same (or lower) interest rates that also offer the benefit of
a low introductory rate (usually for six months).

Don’t give up.

Reducing your debt is challenging, but don’t stop trying. It’s one of the
most important things you can do for a better financial future.
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Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Debt Warning Signs and Tips.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.

HANDS ON BANKING® • INSTRUCTOR GUIDE • YOUNG ADULTS • ALL ABOUT CREDIT • VERSION 5.1
©2003, 2013 Wells Fargo Bank, N.A. All rights reserved. Member FDIC www.handsonbanking.org
Page 70 of 85

Topic 5 — All About Credit

Lesson Summary.
Instructor note:

Summarize this lesson by reviewing these key points with your participants.
Key points from the Dealing with Debt lesson:
•

Borrowing money gives you financial flexibility but if you’re not careful you may buy more
things and spend more than you would otherwise.

•

Owing people more than you can repay is painful. And it can negatively affect your money situation for years.

•

The best defense is to avoid too much debt to begin with.

Additional Activities.
These activities are designed to extend the new concepts presented in the Dealing with Debt lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Make a list of all your debts. Create an action plan to reduce it as much as you can. Try to pay off
debts with high interest rates first.

•

If you have too much debt and feel stressed about it, make an appointment to talk to a credit
counselor.

•

Analyze your debt—see if you can transfer balances to cards with a lower interest rate or call
your current credit card company to see if they can offer any help.
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Topic Summary.
Instructor note:

Summarize this topic by reviewing these key points with your participants.
Key points from the All About Credit Topic:
•

Credit is the ability to borrow money. Good credit can give you financial flexibility and options.

•

Shop for a credit card with a low annual fee and a low interest rate. Every month, pay at least the
minimum payment due and more whenever you can. Pay off your balance as quickly as you can.

•

If you apply for a loan, shop around. Look for a lender with a good reputation. Understand the
terms of the loan agreement before you sign.

•

Order a free credit report and find out your credit score. One of the best ways to improve your
score is to always pay your bills on time.

•

Remember that the key to financial freedom is living within your income. Never borrow more
than you can manage to repay.

•

If you find yourself in trouble with debt, take action early. Call your lender and work with them
to decide your next steps.

Next, test your participants on what they’ve learned about credit.
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Test Yourself (Instructor Copy).
Instructor note:

This short quiz can be used as a pre- or post test with your participants to gauge their current knowledge
on credit.
Photocopy the quiz on the next page. Distribute it to participants to test what they’ve learned about credit.

Instructions:

Have your participants answer these questions to test their knowledge.
1.

The cost of borrowing money depends on the
a. credit union.
b. rate of return.
c. interest rate.
d. way the wind is blowing.

.

2.

All of the following are good ways to establish a good credit record except:
a. don’t write a check for more money than you have in your account.
b. pay your bills in full and on time.
c. use your credit card to buy something you can’t really afford.
d. always keep your promises to repay the money you borrow.

3.

The first thing you should do if your credit or debit card is lost or stolen is
a. chalk it up to a “bad hair day.”
b. open your mouth and scream.
c. run like crazy after whoever took it.
d. call the card issuer’s #800 immediately to report it.

.

4.

Companies that keep track of everyone’s credit history are called
a. collection agencies.
b. credit bureaus.
c. credit unions.
d. Big Brother.

.

Remember: To get a free copy of your credit report once a year, visit www.annualcreditreport.com
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Test Yourself.
Instructions:

Answer these questions and test your knowledge.
1.

The cost of borrowing money depends on the
a. credit union.
b. rate of return.
c. interest rate.
d. way the wind is blowing.

.

2.

All of the following are good ways to establish a good credit record except:
a. don’t write a check for more money than you have in your account.
b. pay your bills in full and on time.
c. use your credit card to buy something you can’t really afford.
d. always keep your promises to repay the money you borrow.

3.

The first thing you should do if your credit or debit card is lost or stolen is
a. chalk it up to a “bad hair day.”
b. open your mouth and scream.
c. run like crazy after whoever took it.
d. call the card issuer’s #800 immediately to report it.

.

4.

Companies that keep track of everyone’s credit history are called
a. collection agencies.
b. credit bureaus.
c. credit unions.
d. Big Brother.

.

Remember: To get a free copy of your credit report once a year, visit www.annualcreditreport.com
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Appendix.
Library Articles & Additional Topic Resources.
Use these library articles as a discussion resource or a takeaway for your participants. Remember, the online Hands on
Banking® program has dozens of additional library articles that you can use and distribute for this and other topics.
Visit www.handsonbanking.org to browse all the available articles.
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About Credit Cards.
Types of cards.
There are basically three types of credit cards:
•

Bank cards are issued by banks. Examples include Visa®, MasterCard® and Discover® Card.

•

Travel and entertainment (T&E) cards, for example, American Express® and Diners® Club

•

House/Private Label cards are good only in one chain of stores. Examples include national and
local department stores, oil and phone companies.

No one card is right for everyone. As a general rule, the right card for you is one that’s accepted where you
shop and charges you the least amount of money (for example, in interest and fees) for the services you
use. The terms and conditions for credit cards vary, so it’s important to educate yourself about the costs for
any credit card offer you’re considering. Be sure to carefully read the read the terms and conditions, legal
disclosures, and credit card agreement.

How bank credit card processing works.

When you make a purchase using a bank credit card, the cashier usually swipes your credit card through
a reader that automatically phones in the information stored on the black magnetic stripe on the back of
your card. This process allows the credit card company to verify information such as:
•

Merchant identification.

•

Valid card number .

•

Expiration date.

•

Available credit limit .

•

Card usage .

Once the sale is approved, the bank credits the account of the merchant and records the charges to be
billed to you, the cardholder, at the end of the billing period, which is typically monthly. You then pay the
bank either the entire balance or in monthly installments, with interest.
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About credit cards (continued).
Shopping for credit cards.

To be a smart money manager, compare credit card offers just as you would car loans or home mortgages.
There can be a lot of features and fees to compare.
Here are some tips to help you get started:
Do some research. There are plenty of places, both online and offline, where you can read about credit
card offers and how they compare. Since rates and plans change often, call the companies with the
offers you’re interested in. Confirm what they offer and ask about plans that might work for you.
Make a list. Make a list of credit card features that fit your financial needs. Rank the features
according to how you plan to use the card and pay your monthly bill.
Review the plans. Review all of the information you’ve gathered on different plans. Pay special
attention to the annual percentage rate (APR). You want a low rate, but not necessarily the lowest.
This is because, depending on your lifestyle and payment habits, you might benefit more from a
card that offers cash rebates, discounts, or frequent flier miles—even though it may have a slightly
higher rate than another card option.
Compare plans. If you already have a credit card, be sure that you’re making a good move before
you swap cards. If you are a current cardholder and have a good credit rating, see if the institution
that issued your card will lower your current rate.

Canceling credit cards.

If you want to cancel a credit card, contact the issuer of the card directly and request their instructions for
notifying them of your intent to cancel. Simply not using the card will not cause it to cancel.

Truth in Lending Act.

Enacted in 1968, this federal law says that creditors have to give consumers complete and accurate information about credit costs and terms. The Truth in Lending Act requires credit card companies to provide
consumers with the following information:
•

Finance charges in dollars and as an annual percentage rate (APR).

•

Credit issuer or company providing the credit line.

•

Size of the credit line.

•

Length of the grace period, if any, before payment must be made.

•

Minimum payment required.

•

Annual fees, if applicable.

•

Fees for credit insurance (if any), which pays off your loan if you die before the debt is fully repaid.
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About credit cards (continued).
Variable vs. fixed-rate credit cards.

Whether the credit card plan uses a variable- or fixed-rate in charging interest can have a significant effect
on what you pay to use your card.
Variable-rate plans may offer a lower interest rate than fixed, but keep in mind that the interest
rate can go up or down. Credit card companies offering variable-rate plans adjust the interest rate
you pay based on changing economic statistics issued by the federal government.
With a fixed-rate plan, you have the advantage of knowing what your rate will be. The Truth in
Lending Act requires lenders to provide at least 15 days notice before raising the rate, and in some
states, even more notice is required.
Some financial experts argue that because a fixed-rate can be increased with only a 15-day notice, this
plan is not that different from a variable-rate plan, which can change at any time. They advise looking
closely at both plans. If you do choose a variable-rate card, check to see if there are limits on how high or
how low your interest rate can go.

About “pre-approved” credit card offers.

Be cautious about any “pre-approved” card offers you get in the mail. Sometimes the fine print will show
an extremely high interest rate. Some offers may state that, by accepting the offer, you agree to transfer
the entire balance of your other credit-card account to the new, high-interest account. Some offers may
suggest this balance transfer, although they don’t require it.
Shred any offers you don’t want before you toss them into the garbage. This will help prevent someone
from stealing it and trying to obtain credit in your name, which is a crime called identity theft.
For more information on Credit Card Regulations, please visit www.federalreserve.gov/consumerinfo/consumercredit.htm
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Managing Your Credit..
Tips for using credit wisely..
•

Avoid loans and credit cards with high interest rates.

•

Don’t take on monthly loan payments you can’t afford.

•

Stay within your credit limit. Track your credit card charges throughout the month.

•

If you have Internet access to your credit card account, track your account activity online, even
before you receive the bill in the mail.

•

Don’t use your credit card to buy things you really can’t afford. Let your budget be your guide.

•

If you’re getting in trouble with debt, get help early. Consider talking with a credit counselor—an
experienced professional who can help you get out of debt.

•

Shop around for credit cards with low interest rates and low or no annual fee.

•

Look closely at credit card offers that use the word “free.” Usually, everything has a price.

•

Resist impulse buying!

•

Pay on time and pay off credit card balances monthly if you can. If you can’t pay off your credit
card balance in full, try to pay more than the minimum payment. At the very least, pay the minimum payment every month, on time.

•

Avoid having monthly credit card payments that exceed 10% of your monthly net income.

•

Do not let the total amount you charge to your credit cards exceed 20% of your yearly net income.

•

Keep track of what you buy with your credit card. Save your receipts and check them against your
statement.

•

Don’t go wild! Limit your credit card use and don’t have too many credit cards.
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Managing Your Credit (continued).
Be careful when selecting a lender.

Predatory lenders try to cheat borrowers through fraud or deception. Watch out for these nine predatory
lending practices:
1. Encouragement to include false information. If a lender has changed any of your income or
expense information or leaves your income blank, do not sign the loan application.
2. Blank loan documents. Never sign a blank loan document or work with a lender who asks you to.
3. “Bait and switch” sales tactics, when a lender makes promises in order to make the sale, but then
backs out on the promises after the sale. To avoid this, it’s critical to carefully read and understand
the agreement before you sign. Question anything in the document that is not consistent with
what you were told. Don’t sign the agreement if anything in it is unclear or not as promised.
4. Equity stripping. Let’s say you don’t have much monthly income but you have built up equity
in your home. If a lender encourages you to inflate your income on your application form to help
get the loan approved, watch out! A predatory lender doesn’t care if you can’t keep up with the
monthly payments, because as soon as you can’t, the lender will foreclose—taking your home and
stripping you of the equity you have spent years building.
5. Loan flipping. This is when a lender persuades a borrower to repeatedly refinance a loan, often
within a short time frame, charging high points and fees each time. This is not in your best interest
because it costs you money and postpones the loan principal from being reduced.
6. A high fee for bi-weekly payments. Some lenders will offer you the option to pay your loan biweekly. Although this type of payment plan can reduce the finance charge and length of a loan,
predatory lenders may charge you $1,000 for the “privilege” of paying biweekly. In reality, such
accounts can often be set up for free or a few hundred dollars at most.
7. Required deed signing. If you are behind on your mortgage payments, a predatory lender may
offer to help find new financing. But first you are asked to deed your property over to the lender as
a temporary measure to prevent foreclosure. But then the promised loan never comes, and you no
longer own your home.
8. Advertisements promising “No Credit? No Problem!” These are often warning signs of scams.
Consumers responding to such ads are guided through a phony application process and may even
receive fake loan approval documents. To receive the approved loan, they are told to pay money
up-front for fees or services—and instead end up losing their money.
9. Promises to refinance the loan to a better rate in the future. No one can make you that promise. Instead, ask what you can do now to get a better rate. If you’re working with a local bank, for
example, there may be a rate discount for making automatic monthly payments from your checking account.
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Managing your credit (continued).
Be careful when selecting a lender (continued).
•

Don’t take the first loan you are offered; shop and compare.

•

Don’t give in to sales pressure. Don’t be rushed. Remember, you can always say you have to check
with someone else before you can make a decision.

•

Don’t sign a blank document or anything the lender promises to “fill in later.”

•

Don’t sign anything you don’t like or understand, even if they cancel the loan offer.

•

Ask a lot of questions.

•

Always check the numbers!

•

Remember, a low monthly payment isn’t always a good deal. Look at the total cost of the loan.

If the bank says no to your loan.

It often takes a few days for a decision to be made about your loan application. However, a bank legally
has up to 30 days to respond. If a lender turns you down, do not take it personally; lenders cannot grant or
deny credit based on personality.
Here are few possible reasons a loan may not be granted:
•

Irregular employment.

•

Not enough income to repay the loan.

•

Poor credit history (slow repayment of other loans).

•

Lack of credit history.

•

Too short a time at residence.

•

Insufficient down payment.

Here are steps you can take to have the bank reconsider your loan request:
•

Find out if all sources of income were considered in evaluating your application.

•

Pay off some of your existing debt.

•

Find a reliable co-signer who is acceptable to the bank.

•

Offer to make a larger down payment if possible.

•

Establish credit by applying for a credit card with a low credit limit.

•

If you have no credit history, find out if alternative payment history could be considered, for
example, rent, or utility bills.

•

Contact the credit bureau used by the bank to find out if there are any errors in the information
they provided the bank.
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Managing your credit (continued).
How to repair your credit history.
1. Order a copy of your credit report. To obtain a free credit report you can order online www.annualcreditreport.com. When you receive your report review it and make sure it is accurate.
2. Challenge incorrect or outdated information on your credit report. Ask the credit bureau (Equifax,
Experian or TransUnion) in writing to remove the incorrect information. The bureau must then
contact the creditor that reported the incorrect information. If the creditor does not verify the
negative item within 30 days, the bureau must remove the item and send you a corrected report.
If the creditor states that the information is correct, you have the legal right to insert a 100-word
statement in your credit report explaining why you dispute this information.
3. Pay your current loans on time and as agreed.
4. Contact your creditors and ask if they’re willing to arrange a new payment schedule. Stress your
desire to make full payment over time.
5. If you have had past credit problems, share this information with the bank when you apply. Have
a letter prepared that you can include with your application explaining any extraordinary circumstances or reasons for past credit problems.
6. Contact a credit counseling service in your area. (Check the White Pages in your phone book.) They
can often help you work out a repayment plan with your creditors.
For more information on Credit Card Regulations, please visit www.federalreserve.gov/consumerinfo/
consumercredit.htm
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Debt Warning Signs & Tips.
Twenty warning signs of financial trouble.
1. You’re always late in paying your bills.
2. Your checking account is frequently overdrawn.
3. You race to deposit your paycheck because you’ve already written checks that require the money
in your paycheck.
4. A small reduction in your income or an unusual expense would make you unable to pay all of your
monthly bills.
5. Your credit accounts are usually at their maximum limits.
6. You apply for more credit cards because you have reached the limit on the ones you have.
7. You are spending more than 20% of your take-home pay on credit payments (not counting your
rent or mortgage).
8. Your loan or credit card balances stay the same or go up each month.
9. You can make only minimum payments on your revolving charge accounts.
10. It takes you 60 or even 90 days to cover bills you once could pay monthly.
11. You don’t have a savings account, or have stopped making deposits to it.
12. You are always worried about your debts.
13. You argue with your spouse or partner over bills.
14. You’re still paying off purchases you made a year ago.
15. You use savings or credit cards to cover everyday living expenses, such as groceries.
16. You sometimes wonder why you made certain purchases.
17. You juggle payments to keep creditors satisfied.
18. You ignore the mail or telephone to avoid dealing with creditors.
19. You put off medical and dental visits because you cannot pay the bill.
20. You feel free to spend more after clearing up a debt.
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Debt warning signs & tips (continued).
Reducing your debt.

If the amount you owe others is at an uncomfortable level, you’re not alone. Millions of Americans have
spent too much on credit and then learned—the hard way—how difficult it can be to pay it off. If you find
you’re having difficulty making payments, here are some tips for lowering your debt and getting your
finances under control:
•

Contact your creditors. Contact your creditors and discuss payment schedules that you can
afford. Try to get your rate lowered or a different payment plan worked out. Creditors will want to
work with you to find a payment solution. Follow-through on your commitment by making your
payments on time, as agreed.

•

Don’t take on any new debt. Stop using your credit cards. Say no to offers for credit cards, debt
consolidation, and second mortgages.

•

Make a written plan. Make a list of all your bills and their amounts. Review your budget and
determine the total amount you can afford to repay each month. Set a date when each bill can
be paid. Remember, even though it pays to get out debt quickly, keep sufficient savings to cover
several months of living expenses in case of an emergency.

•

Pay off your highest interest rate debts first. To get out of debt more rapidly, first pay down the balances of loans or credit cards that charge the highest interest, while paying at least the minimum due
on your other debts. Once the highest interest debt is paid off, start on the next highest, and so on.

•

Make more than the minimum monthly payment on credit cards. You will save lots of money
on interest and reduce or eliminate your debt much sooner.

•

Be aware of credit card rates and fees. Educate yourself about the annual fees, current interest
rates, finance charges, cash-advance fees, late fees, penalty pricing and any other fees tied to your
card. This knowledge can help you make better decisions about which card to use and how to
manage your card.

•

Cash advances can be trouble! Only get a cash advance when it is absolutely necessary. Higher
interest rates (than you’re paying for card purchases) are usually charged, and the rates are put into
effect immediately, without a 30-day grace period. Most banks also charge a service fee based on
how much cash you’re withdrawing. The same applies to personalized “checks” some credit card
companies may send you.

•

Transfer balances to cards with lower interest rates. Find credit cards that offer a low introductory rate (usually for six months), and transfer the balance from your previous credit card to that
credit card. Before you take this step, however, make sure that, after the introductory rate has
expired, the new card offers the same (or lower) interest rate as your current card.

•

Ask for help. Many nonprofit debt counseling centers across the country will advise you for a low
fee or at no charge. Contact the Consumer Credit Counseling Service in your area. (Check the White
Pages in your phone book.) They can often help you work out a repayment plan with your creditors.

•

Don’t give up. Reducing your debt is challenging, but don’t stop trying. It’s one of the most
important things you can do for a better financial future.
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Debt warning signs and tips (continued).
How different debt-reduction strategies compare.

Where will you find the money to pay down your debts, especially high interest credit cards? There are
advantages and disadvantages to tapping different sources of funds. Here’s a comparison of four possible
strategies:
Stop spending.
Advantages: This is the surest strategy for climbing out of debt as quickly as possible. You’ll have more
money available for paying off your debts and learn to live within your means.
Disadvantages: Making debt repayment your priority will probably mean postponing or doing without
some other purchases.
Home equity loans.
Advantages: The interest rate is usually lower than credits cards and the interest is tax-deductible.
Monthly payments are much lower because the term of the loan is spread out over a long term.
Disadvantages: Remember, home equity loans are secured by your home. If you fail to make your
payments, you could lose your home! Additionally, home equity loan balances reduce the amount of
money you’ll receive when you sell your home. Because payments are spread out over a long term,
you’ll be in debt for a long time, too.
Debt consolidation loans.
Advantages: Debts from several credit cards are consolidated into a single payment, often at a lower
interest rate. This can make it easier to keep track of monthly bills.
Disadvantages: Watch out for predatory lenders who may try to take advantage of you. Some companies that promise to negotiate with credit card companies on your behalf charge enormous fees and
can’t get a better interest rate than you could by simply calling the company yourself!
Transfer balance to another card.
Advantages: Many credit card companies will let you transfer balances and charge no interest for six
months or even a year, allowing you to save on interest charges.
Disadvantages: Before you transfer a balance, be sure to read the fine print in the disclosure statements: there could be hidden finance charges. Remember that the introductory rate your being
offered is only temporary: if you can’t pay off the balance before the permanent interest rate kicks in,
you may end up with higher payments than you had before. Also, be sure to close your old credit card
account. Otherwise, the balance transfer may tempt you to pile on even more debt in the old account.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
wellsfargo.com or any Wells Fargo store.
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Topic Overview
The School & $ topic teaches participants how continuing their education after high school can reward them in several
ways. Participants will learn how education affects earning power and receive specific information about financial aid
for college, management money while in school and how to repay student loans.
This topic includes five lessons:
1.

Investing in yourself.

2.

Education & earning power.

3.

The money you’ll need & where to find it.

4.

Making it happen: your action plan.

5.

Managing $ in school & after.

These lessons include a number of hands-on participant activities. Use these activities to help simulate real-world
scenarios and activities with your participants.
This instructor guide is based on and follows the structure of the online Hands on Banking® program. We invite you to
use and experience the online program as it is an excellent resource that will support your instructional efforts and
enhance your participants’ experience. It includes a variety of interactive lessons and many helpful resource library
articles to augment this guide. Visit www.handsonbanking.org to access the program. Should you require a CD
ROM to access the program you may request a free copy at HOBCD@wellsfargo.com.
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Instructor’s Guide — Young Adults.
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Glossary.
Instructor note:

The Glossary contains definitions and descriptions of valuable terms and phrases related to this topic. Encourage your
participants to use the Glossary during and after the class to become more familiar and comfortable with the terminology.
Photocopy the glossary on the next page and hand it out to your participants.
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Glossary..
529 Plan.

A program set up to allow an adult to either prepay, or contribute to an account
established for paying a student’s qualified education expenses at an eligible
educational institution.

Alternative student loan, A student loan from a bank or private lender for students enrolled less than half-time
private loan.
or not completing the FAFSA form. See FAFSA.
Cost of Attendance
(COA).

The total amount it will cost to go to school, usually expressed as a yearly figure. For
full-time and half-time students, it includes the average cost of instruction, known as
tuition; registration fees, books, and supplies; and housing and meals, also called room
and board.

Default.

Failure to repay a credit agreement according to its terms.

Deferment.

A limited period of time during which you may postpone your federally guaranteed loan.
The interest on unsubsidized loans continues to accrue during deferment and is
capitalized (added to the principal balance) when the deferment ends.

Earning power.

The amount of money a person is able to make from his or her work.

Education Savings
Account.

An investment account designed to assist with paying for education-related expenses.
Contributions grow tax-deferred and distributions are not taxed if used for qualified
expenses. Withdrawals for non-qualified educational expenses are subject to income tax
and a 10% IRS penalty. Distributions may be taxable.

Federal work-study
program.

A U.S. government program that provides funding for jobs for undergraduate and
graduate students with financial need.

Financial aid package.

The total amount of financial aid (federal and nonfederal) a student receives, as
determined by the student’s educational institution.

Forbearance.

A period of time at the lender’s discretion when you’re allowed to postpone or
temporarily reduce the amount of your student loan payment due to temporary financial
hardship. Interest continues to accrue on the loan during the forbearance period and is
capitalized (added to the principal balance) when the forbearance ends.

Free Application for
Federal Student Aid
(FAFSA).

The FAFSA is the form you must fill out to determine which federal loans and other
federal financial aid you are eligible for. The application takes about two hours to
complete and asks for detailed personal and financial information about the student
and the parents of dependent students. Find out more and complete it online at
www.fafsa.ed.gov.

Garnishment.

A court order requiring a portion of the debtor’s wages to be paid to the lender.

Gross income.

For an individual, the full amount of money earned during a specific time period. For a
business, the pre-tax net sales minus the cost of goods sold.

Institutional Student
Information Record
(ISIR).

A document that the Department of Education, after they have reviewed a student’s Free
Application for Federal Student Aid (FAFSA), sends to educational institutions for evaluation by financial aid officers.
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Glossary..
Net income.

For a business, the amount of money earned after all expenses and taxes. For an individual, total take-home pay after all deductions (taxes, social security, etc.). Also called after
tax income or net salary.

Principal Expected
Family Contribution
(EFC).

The amount hat your family can afford to pay for your education determined by
the Department of Education by using your FAFSA application.

Promissory note.

A general term for any kind of paper or document signed by a borrower that is
an acknowledgement of the debt, and is, by inference, a promise to pay.

Student Aid Report
(SAR).

A document that the Department of Education sends to a student's family after they
have evaluated the student's Free Application for Federal Student Aid (FAFSA).
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Lesson 1: Investing in Yourself.
This lesson shows participants how continuing their education after high school can reward them in many ways.

Learning Objectives.

After completing this lesson, participants will be able to:
•

Explain why education beyond high school is a great investment in themselves.

Start the Discussion.
To start a discussion with your participants, ask some open-ended questions about small businesses. Here are some
examples you could use:
•

If you are thinking of attending college, why do you think it’s a good fit for you?

•

What other options are available to you other than college?

•

Have you discussed attending college with your family? How did that affect your perspective?

The Basics.
•

Education beyond high school can give you skills that you’ll use for the rest of your life, no matter
where you live or what job you do.

•

More education may also help you earn a lot more money.

•

Think of education beyond high school as an investment in you.

•

A college education can broaden your understanding of the world around you, but a four-year
college degree may not be right for everyone.

•

A community or junior college, trade school, or technical training are other valuable options to
consider.

•

If you’re serious about getting more education, discuss it with your family. Their support, financial
and otherwise, can be a major help to reaching your goal.
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Reaching Higher (Instructor Copy).
Instructor note:.

Please note: the introductory quiz for this lesson from the online Hands on Banking® program is not
included in this Instructor Guide.
Lead a discussion with your participants about education beyond high school and its benefits. Begin a
discussion by asking questions such as:
•

Are you planning on going to college, trade school, community college?

•

What benefits do you think these places may offer you?

•

How do you think getting this additional education will affect you in 10 years? In 20
years?

•

What kind of financial support do you think is available for pursuing your career,
advanced education, etc?

Then mention these key points.

Key Points:.
•

Education beyond high school can give you skills that you’ll use for the rest of
your life, no matter where you live or what job you do.

•

More education may also help you earn a lot more money.

•

Think of education beyond high school as an investment in you.

•

A college education can broaden your understanding of the world around you,
but a four-year college degree may not be right for everyone.

•

A community or junior college, trade school, or technical training are other
options to consider.

•

If you’re serious about getting more education, discuss it with your family. Their
support, financial and otherwise, can be a major help to reaching your goal.
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Lesson Summary.
Instructor note:.

Summarize this lesson by reviewing these key points with your participants.

Key Points from the Are You Ready? lesson:.
•

Education beyond high school can give you skills that you’ll use for the rest of your life, no matter
where you live or what job you do.

•

More education may also help you earn a lot more money.

•

Think of education beyond high school as an investment in you.

•

A college education can broaden your understanding of the world around you, but a four-year
college degree may not be right for everyone.

•

A community or junior college, trade school, or technical training are other options to consider.

•

If you’re serious about getting more education, discuss it with your family. Their support, financial
and otherwise, can be a major help to reaching your goal.

Additional Activities.
These activities are designed to extend the new concepts presented in the Investing in Yourself Lesson. Use these or
similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Interview or talk to friends or family who attend college or trade school. Ask them the top three
benefits of this.

For high school students:
•

Set-up a meeting with your school counselor to begin a discussion and to develop a plan for
your next steps after high school (depending on your career or education path)

•

Go online and research options for financial aid.

For college students:
•

Make an appointment with a financial aid officer on your campus (or the campus that you hope
to attend). Discuss your career goals and what it will cost, in terms of education.
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Lesson 2: Education and Earning Power.
In this lesson, participants learn how more education can increase their job options and earning power.

Learning Objectives..

After completing this lesson, participants will be able to:
•

Explain why more education may provide more choices of jobs and careers

•

Describe how the level of education they achieve can make a huge difference in how much
money they can earn

Start the Discussion..
To start a discussion with your participants, ask some open-ended questions about small businesses. Here are some
examples you could use:
•

Why might a four year college not be right for everyone?

•

What kind of careers interest you and how do you think those salaries match up with your financial
goals?

•

What do you see as an advantage of additional training or education beyond high school?

The Basics..
•

For some jobs, you don’t need specialized education or training beyond what you learned in high
school. But lots of jobs do require it. And there are lots of options for getting it: trade school, technical school, or college.

•

Education beyond high school can give you the kind of knowledge and skills that lead to more
options of jobs and careers.

•

After you’ve identified some careers that interest you, see what kind of education and training is
required and how the salaries in those jobs match up with your financial goals.

•

The level of education you achieve can make a significant difference in how much money you’re
able to earn.

•

Everyone’s situation and goals in life are a little different. A four-year college degree may not be right
for everyone.
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Topic 6 — School & $
Scenario Activity: Antonio at a Turning Point (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the following page. Instruct your participants to read Antonio’s story and
choose the best option for his next step and write a few sentences about why they selected their answer. Then,
ask particpants to share their answers and opinions and lead a discussion using the key points below.

Instructions:.

Have your participants read Antonio’s story, choose the best option for his next step, and write a
few sentences explaining why they selected their answer.

Antonio’s story:.

Antonio is about to graduate from high school. His friends want him to join them at college; his
goals are to be an electrician and to borrow as little as possible.
What’s his next best step?
A. I’m going to move to the town where my friends are at state college, pick up a job, and try to
save enough to join them in school.

B.

I’m going to stay at home with my family and work at the local auto parts shop. It’s steady work
and I can keep my expenses low.

C.

I’m going to work part-time as an electrician’s assistant and go to trade school to get licensed as
an electrical contractor. That’s my dream.

Key Points:.
•

Given his interests and personal and financial goals, Antonio’s best next step is
to go to trade school and work part-time to earn money.

•

Trade school will help Antonio reach his goal. And if he ever decides to go to
college later on, he’ll be in a better position to afford it.

If one school costs more than another, it doesn’t guarantee that the quality of education will be
better. Consider other factors, such as the school’s academic strength in your areas of interest.
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Topic 6 — School & $
Scenario Activity: Antonio at a Turning Point (Instructor Copy).
Instructions:.

Read Antonio’s story. Then, choose the best option for his next step, and write a few sentences
explaining why you selected that answer.

Antonio’s story:.

Antonio is about to graduate from high school. His friends want him to join them at college; his
goals are to be an electrician and to borrow as little as possible.
What’s his next best step?
A. I’m going to move to the town where my friends are at state college, pick up a job, and try to
save enough to join them in school.

B.

I’m going to stay at home with my family and work at the local auto parts shop. It’s steady work
and I can keep my expenses low.

C.

I’m going to work part-time as an electrician’s assistant and go to trade school to get licensed as
an electrical contractor. That’s my dream.

If one school costs more than another, it doesn’t guarantee that the quality of education will be
better. Consider other factors, such as the school’s academic strength in your areas of interest.
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Topic 6 — School & $
More Education = More Job Options and More Earning Power (Instructor Copy).
Instructor note:.

This discussion will combine two topics of the online program—More Education = More Job Options
and More Education = More earning Power.
Begin a discussion with your participants by asking questions such as:
•
What type of work are you good at? What do you enjoy doing?
•

Look five years ahead—what skills do you think a person will need in the workforce?

•

How can college trade school or technical school prepare you for this?

•

Why do you think that higher education influences how much you’re able to earn?

Then focus on these key points:

Key Points:.

More education = more job options
•
For some jobs, you don’t need specialized education or training beyond what you learned
in high school. But lots of jobs do require it. And there are lots of options for getting it: trade
school, technical school, or college.
•

Many subjects offered at college aren’t geared to specific jobs or careers. But college can give you
skills that will help you in almost any area: how to research, solve problems, and express yourself.
And some classes could help you get ready for jobs in healthcare, high tech, or the business world.

•

Education beyond high school can give you the kind of knowledge and skills that lead to more
options of jobs and careers.

•

Think about the kinds of work that you think are worthwhile. What interests you? What are you
naturally good at? And what’s your idea of an amazing challenge?

•

After you’ve identified some careers that interest you, see what kind of education and training
is required and how the salaries in those jobs match up with your financial goals.

More education = more earning power
•
The level of education you achieve can make a huge difference in how much money you’re able
to earn.
•

Everyone’s situation and goals in life are a little different. A four-year college degree may not be
right for everyone.

•

You may be interested in community college, junior college, trade school, or technical training instead.

•

On average, a college graduate earns $1.2 million more in their lifetime than a high school
graduate. [Source: National Association of Student Financial Aid Administrators Journal of Student Financial Aid, 2007]

Free information about jobs and careers is available at the public library and on the Web: what the job
involves, the training and education you’ll need, typical pay, and current employment outlook.

Show participants the difference that educational degrees can make to their annual earnings.
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Topic 6 — School & $
How Much More Does Education Pay? (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the following page. Ask your participants to try and guess the median, pretax annual earnings of full time workers who are 25 years and older who have these different
levels of education. After they complete the activity handout, reveal the earnings and lead a discussion
by asking questions, such as:
•
Which of the earnings was the most surprising to you and why?
•

Why do you think a person with an Associate’s degree might make more than someone who has
attended college but never graduated?

Then, focus on the key points below.

Instructions:.

Have your participants fill in the pretax yearly earnings of full-time workers ages 25 and older who
have these different levels of education.
Amount of Education.

Pretax Earnings.

Professional degree.

$100,000.

Doctoral degree.

$79,400.

Master’s degree.

$61,300.

Bachelor’s degree.

$50,900.

Associate degree.

$40,600.

Some college, no degree.

$37,100.

High school graduate.

$31,500.

Not a high school graduate.

$23,400.

Key Points:.
•

Someone with a high school diploma earns almost 35% more money than a
person without one.

•

Someone with an associate degree earns almost 30% more money than a high
school graduate.

•

Someone with a master’s degree earns almost double the money of a high
school graduate.

•

Someone with a professional degree earns almost double the money of someone with a bachelor’s degree.

Source: The College Board, “Education Pays,” 2007.

For tips on choosing a career and getting hired, see the topic Earning $.
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Topic 6 — School & $
How Much More Does Education Pay?.
Instructions:.

Fill in the pretax yearly earnings of full-time workers ages 25 and older who have these different
levels of education.
Amount of Education.

Pretax Earnings.

Professional degree.

.

Doctoral degree.

.

Master’s degree.

.

Bachelor’s degree.

.

Associate degree.

.

Some college, no degree.

.

High school graduate.

.

Not a high school graduate.

.

Questions/notes:

For tips on choosing a career and getting hired, see the topic Earning $.
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Topic 6 — School & $

Lesson Summary..
Instructor note:.

Summarize this lesson by reviewing these key points with your participants.
Key points from the Education & Earning Power lesson:
•

For some jobs, you don’t need specialized education or training beyond what you learned in high
school. But lots of jobs do require it. And there are lots of options for getting it: trade school, technical school, or college.

•

Education beyond high school can give you the kind of knowledge and skills that lead to more
options of jobs and careers.

•

After you’ve identified some careers that interest you, see what kind of education and training is
required and how the salaries in those jobs match up with your financial goals.

•

The level of education you achieve can make a significant difference in how much money you’re
able to earn.

•

Everyone’s situation and goals in life are a little different. A four-year college degree may not be right
for everyone.

Additional Activities.

These activities are designed to extend the new concepts presented in the Education and Earning Power lesson. Use
these or similar activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

For high school students or recent high school graduates—if trade school interests you, go
online and research trade schools in your area to see what they offer and their costs.

•

Go online or to the local library and research the estimated starting salary for your proposed
careers. See if there is a difference based upon education level.
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Topic 6 — School & $
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: Getting Your Job Start.
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 6 — School & $

Lesson 3: The Money You’ll Need & Where to Find It.
This lesson introduces participants to the sources of money they can use to help pay for their education—savings,
grants, scholarships, the Federal Work-Study Program and student loans. Participants will also learn how to consider
how much debt they’ll be able to repay.

Learning Objectives..

After completing this lesson, participants will be able to:
•

List and explain the sources of money they can use to pay for education

•

Explain how to determine how much debt they’ll be able to take on

Start the Discussion..
To start a discussion with your participants, ask some open-ended questions about small businesses. Here are some
examples you could use:
•

What financial sources do you think you’ll use to help pay for the cost of education?

•

What is the difference between grants, scholarships and loans?

•

Why will different schools offer you different financial aid packages?

The Basics..
•

Education beyond high school has a price tag, and the cost can be high.

•

There are four common sources to help you pay for your education. The first one is savings. The
other three are a combination called financial aid.

•

Financial aid includes money you’re given, money you earn, and money you borrow. For some of
this money, you need to apply to the U.S. Department of Education in order to qualify.

•

If you apply for financial aid, each school that accepts you for admission will send you a letter that
lists how much of each type of financial aid you’re eligible to receive.

•

The list may include grants, scholarships, a work-study program, and loans.
Sources of funds.

Examples.

$ you SAVE.

Savings account.

$ you RECEIVE.

Grants & scholarships*.

$ you EARN.

Federal Work-Study Program*.

$ you BORROW.

Student loans*.

* Financial aid = the combination of a student’s grants, scholarships, work-study, and student loans
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Topic 6 — School & $
How Much You’ll Need Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Divide the class into small groups. Instruct them to list
examples for each question in the chart. Please define Cost of Attendance (COA) for your participants before you
begin the activity (COA is the total cost of full time education for one year and it includes many variables, such as
tuition) When they are finished, lead the discussion using the key points below and with questions such as:
•
Was your guess for the average yearly cost of a 4-year college higher or lower than the actual average cost?
•
What is the difference between public and private colleges?
•
What factors included in COA surprised you and why?
•
Which factor is most important to you when considering different schools?

Instructions:

For each question in the chart, try to list several answers or examples.
•
What is the average
yearly cost at a 4-year
college?

Why do costs for
school vary?

•

The amount of $ you’ll need for school depends on many factors:
•
The school you choose.
•
Whether it’s public or private.
•
Whether you’ll be completing a 2-year or 4-year program.
•
Whether you’re going to be living at home or at school. The total
price tag can vary significantly.

What factors go into
•
determining the Cost of
Attendance (COA) figure?
•
(COA is the total cost of
•
full time education for one
year and it includes many
variables.)

What are other
factors, besides money,
that you should
consider when looking
at schools?

A 2007 College Board study showed that the average yearly cost
(tuition, room/board, fees) of a year at a private college/ or
university is over $32,000.
At public universities, the average costs are nearly $14,000/year for
in-state and $24,000/year for out-of-state students. Start saving as
much as you can as soon as you can.

•
•
•

Each year, all schools above the high school level (postsecondary
educational institutions) develop a Cost of Attendance figure,
or COA.
The COA is the total cost of full time education for one year.
It includes the average cost of instruction, known as tuition; fees,
books, and supplies; and housing and meals, also called room and
board. Contact any school that interests you and ask about their COA.
When comparing schools consider more than money.
If one school costs more than another it doesn’t guarantee the
quality of education will be better.
Consider other factors, such as which school has the stronger
program in your favorite subjects, which one has a better reputation, and which has the kind of environment you think you’d enjoy.

If you’re lucky, your family may be able to help you pay for school. But whatever your situation,
open communication can help.

Next, your participants will learn about ways families can set aside money to pay for education.
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Topic 6 — School & $
How Much You’ll Need Activity.
Instructions:

For each question in the chart, try to list several answers or examples.
Cost of a 4-year private college/university:

What is the average
yearly cost at a 4-year
college?

Cost of a 4-year public university (try to list in-state and out-of-state costs):

Example: Whether you’ll live at home or at school (room and board costs) .

Why do costs for school
vary?

What factors go into
determining the Cost of
Attendance (COA) figure?

Example: Tuition.

(COA is the total cost of
full time education for one
year and it includes many
variables.)

Example: The school’s reputation.
What are other
factors, besides money,
that you should consider when looking at
schools?

If you’re lucky, your family may be able to help you pay for school. But whatever your situation,
open communication can help.
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Topic 6 — School & $
Savings Plans Activity (Instructor Copy).
Instructor note:

Consider inviting a banker or financial professional to talk to your class about these different education
savings plans.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking
questions such as:
•
Have you or anyone in your family set up a saving plan for your education? If so, do you contribute to it?
•

What different types of education savings plans do you know about?

Then, distribute the activity handout and walk through each savings plan and the key points below.

Key points:
•

There are three ways families can set aside savings for education.

•

Most financial institutions across the country offer two U.S. government programs that allow
adults to set aside savings for their children or grandchildren’s education. The first is an Education Savings Account and the other is a 529 Plan, and there are two basic types.
529 Plans.
Education Savings Account.

State-sponsored
college savings plan.

Pre-paid
tuition plan.

•

Save $2,000 per year until
age 18.

•

Can contribute large
dollar amounts.

•

Pay tomorrow’s tuition
at today’s rates.

•

Savings are placed in
investments such as
stocks and bonds.

•

Savings placed in
investments selected
by the state.

•

May be offered by states
or private colleges and
universities.

•

Account holder generally
does not pay income tax
on money they earn.

•

Offers tax advantages.

•

May involve fees and risk.

•

Both Education Savings Accounts and State-Sponsored College Savings Plans are different than
regular savings accounts.

•

The account holder is actually placing money into investments. Instead of earning interest on
their deposits, they make a profit if their investments go up in value.

A pre-paid tuition plan allows a person to pay for tuition in advance at today’s rates. That can
save money since the cost of tuition can frequently go up.

Next, you’ll explore another source of education money: grants and scholarships.
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Topic 6 — School & $
Savings Plans Activity
Key points:
•

There are three ways families can set aside savings for education.

•

Most financial institutions across the country offer two U.S. government programs that allow adults
to set aside savings for their children or grandchildren’s education. The first is an Education Savings
Account and the other is a 529 Plan, and there are two basic types.
529 Plans.
Education Savings Account.

State-sponsored
college savings plan.

Pre-paid
tuition plan.

•

Save $2,000 per year until
age 18.

•

Can contribute large
dollar amounts.

•

Pay tomorrow’s tuition
at today’s rates.

•

Savings are placed in
investments such as
stocks and bonds.

•

Savings placed in
investments selected
by the state.

•

May be offered by states
or private colleges and
universities.

•

Account holder generally
does not pay income tax
on money they earn.

•

Offers tax advantages.

•

May involve fees and risk.

•

Both Education Savings Accounts and State-Sponsored College Savings Plans are different than
regular savings accounts.

•

The account holder is actually placing money into investments. Instead of earning interest on their
deposits, they make a profit if their investments go up in value.

A pre-paid tuition plan allows a person to pay for tuition in advance at today’s rates. That can
save money since the cost of tuition can frequently go up.
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Topic 6 — School & $
Grants & Scholarships (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct participants to read each characteristic and
decide whether it describes a grant, a scholarship or both. When they’re finished, mention the key points below
and share how they can learn more about grants and scholarships.

Instructions:

Have your participants read each description and decide if it describes a grant, a scholarship or both.
Description.

Scholarship or Grant?

Federal or state government money awarded to a student based on
financial need or academic achievement.

Grant.

Money awarded to a student from sources such as universities, nonprofit organizations, corporations, and private individuals.

Scholarship.

Categorized into local, national and school.

Scholarship.

States usually give these to students with financial need and a strong
grade point average.

Grant.

Vary in application process, how much money they're worth and who
they're awarded to.

Scholarship.

Generally, to qualify for these, you may have to be both a long-time
resident and attend college in the state.

Grant.

Does not have to be repaid.

Both.

The Pell and Supplemental Education Opportunity are examples.

Grant.

Key points:
•

The more money you can get in grants and scholarships, the less you’ll need to borrow. And it’s
money that you don’t have to repay.

•

For information about federal grants, visit the Web site www.ed.gov/programs. State programs can vary from state to state. To see what’s offered in a particular state, visit the Web site
for the State Department of Education.

•

For local scholarships, ask your high school guidance office; check with your local newspaper,
community organizations, and your parents’/guardians’ employer.

•

For school scholarships, ask your college admissions counselor.

•

For national scholarships, do Web research.

You can apply for some school scholarships as an incoming student. These scholarships are
often renewed each year you attend the school. Ask your college admissions counselor.

Next up? The Federal Work-Study program.
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Topic 6 — School & $
Grants & Scholarships.
Instructions:

Read each description and decide if it describes a grant, a scholarship or both.
Description.

Scholarship or Grant?

Federal or state government money awarded to a student based on
financial need or academic achievement.

.

Money awarded to a student from sources such as universities, nonprofit organizations, corporations, and private individuals.

.

Categorized into local, national and school.

.

States usually give these to students with financial need and a strong
grade point average.

.

Vary in application process, how much money they're worth and who
.
they're awarded to.
Generally, to qualify for these, you may have to be both a long-time
resident and attend college in the state.

.

Does not have to be repaid.

.

The Pell and Supplemental Education Opportunity are examples.

.

You can apply for some school scholarships as an incoming student. These scholarships are
often renewed each year you attend the school. Ask your college admissions counselor.
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Topic 6 — School & $
Work-study (Instructor Copy).
Instructor note:

Divide the class into two groups. Explain that you will be conducting a Quiz Show. Each group will be
asked one question at a time with three possible answers. The group spokesperson must answer the
question within 10 seconds. If they don’t the other team has the opportunity to answer. Remember to
mention the key points listed below some answers. Each correct answer is worth one point. The team
with the most points at the end of the game wins!
1.

Which of the following provides jobs for undergraduate and graduate students with financial need?
a. Pell Grant.
b. Stafford Loan.
c. The Federal Work-Study Program .
Key point: All the remaining questions are about the Federal Work Study program.

2.

The amount of money you can earn in the Federal Work Study program depends on:
a. Your level of need.
b. The state you live in.
c. Where you apply.
Key point: The school’s funding level and when you apply also impact what you can earn.

3.

The jobs offered encourage:
a. Time to study while working.
b. Community service.
c. Relationship building with fellow students.
Key point: The jobs offered also encourage work related to your course of study.

4.

If you work off campus, your employer will typically be a:
a. Private non-profit or public agency.
b. Large employer in the region.
c. Company associated with the school in some way.
Key point: If you work off campus, your employer will typically be a private nonprofit organization or public agency.

5.

When assigning work hours, your employer or financial aid administrator will consider:
a. When and how much you want to work.
b. How much you’re paid.
c. Your class schedule and academic progress.

6.

Depending on the type of work you do and the skills required you’ll earn at least:
a. Ten dollars per hour.
b. The current federal minimum wage.
c. Enough to pay for your room and board.

Work-study jobs usually pay by the hour. At least once a month, you’ll get a paycheck from your
school. The amount you earn cannot exceed your total federal work-study award.
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Topic 6 — School & $
Do you Need to Borrow? Activity (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the following page. Then begin a discussion with your participants by
asking questions such as:
•
What are some of your current plans/or ideas to help finance your education?
•
Have you estimated what it will cost you per year to attend school?
•
Other than student loans, what other options should you consider?
Distribute the activity handout and instruct participants to take it with them and research a school of their
choice and try to enter estimated data to see if they need to borrow or not. Then, focus on these key points:

Key points:
•
•
•
•
•

If the combination of your savings, grants, scholarships, and work-study isn’t enough to pay for
school, you may need to borrow money, too.
You’ll have to repay your student loans, with interest. Explore all options and focus on getting
grants and scholarships that don’t have to be repaid.
To keep your financial future healthy, borrow only the amount you’ll need.
A student loan is a long-term commitment. Before you accept a loan, research its rates and fees,
the length of the repayment period, and your rights and responsibilities as a borrower.
If your expenses exceed your income, you may need to borrow enough to cover the difference.
But if the difference is a positive number or close to zero, you may not need to borrow at all.

Income.
Job or work-study.
Financial help from relatives.
Scholarships.
Grants.
Loans.
Savings.
Other income.
Total Monthly Income.
Expenses.
Tuition.
Room and board (if you live on campus).
Rent and utilities (if you live off campus).
Food and Snacks.
Books and supplies.
Transportation.
Medical/dental/vision insurance /expenses.
Phone/Internet.
Entertainment.
Personal (clothing, laundry, toiletries).
Miscellaneous.
Total Monthly Expenses.
Income Less Expenses.

.
.
.
.
.
.
.
$.
.
.
.
.
.
.
.
.
.
.
.
$.
$.

A student loan is a long-term commitment. Before you accept a loan, research its rates and
fees, the length of the repayment period, and your rights and responsibilities as a borrower.
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Topic 6 — School & $
Do you Need to Borrow? Activity.
Use this worksheet to list your monthly income and expenses while attending post-secondary school.
You may need to borrow less than you think!
Income.
Job or work-study.

.

Financial help from relatives.

.

Scholarships.

.

Grants.

.

Loans.

.

Savings.

.

Other income.

.

Total Monthly Income.

$.

Expenses.
Tuition.

.

Room and board (if you live on campus).

.

Rent and utilities (if you live off campus).

.

Food and Snacks.

.

Books and supplies.

.

Transportation.

.

Medical/dental/vision insurance /expenses.

.

Phone/Internet.

.

Entertainment.

.

Personal (clothing, laundry, toiletries).

.

Miscellaneous.

.

Total Monthly Expenses.

$.

Income Less Expenses.

$.

A student loan is a long-term commitment. Before you accept a loan, research its rates and
fees, the length of the repayment period, and your rights and responsibilities as a borrower.
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How Much Debt Can You Repay? (Instructor Copy).
Instructor note:.

Write the formula below on a whiteboard/chalkboard or large piece of paper. Explain to your participants
that this formula will show the maximum monthly loan amount they can comfortably handle based on a
realistic salary they might have after graduation. Be sure to mention that the formula assumes their loan
payment is 10% of their net income or take-home pay and that their net income is 20% less than their gross
income (due to taxes, etc.).
Use different incomes, such as 35,000, 45,000 and 60,000 to see the difference. Then focus on the key
points below.

annual gross income x 80%
12

x 10% =

maximum affordable
monthly loan payment

Answer for 35,000:

Answer for 45,000:

Answer for 60,000:

35,000 x .8 = 28,000.

45,000 x .8 = 36,000.

60,000 x .8 = 48,000.

annual
28,000gross
/ 12 = income
2333.33. x 80% (0.80)
36,000 / 12 = 3000.
x 10% (0.10) =
233.33 x .1 = $233.33.
3,000 x .1 = $300.00.
12

48,
000 / 12 =affordable
4000.
maximum

monthly
payment
4000 x .1 =loan
$400.00.

Key points:
•

To repay your student loans, try to keep your monthly student loan payment at
10% or less of the net monthly income you plan to earn after you finish school.

•

Be realistic about what your salary will be after graduation.

•

Before you borrow, estimate the amount of debt you’ll be able to handle
without a lot of financial stress.

Your net income, or take-home pay, is the amount you earn after taxes, insurance or other costs
have been subtracted from your gross income, the total amount you earn.

Next, explore the basics of student loans.
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Student loans (Instructor Copy).
Instructor note:.

Consider inviting a high school counselor or financial aid officer to talk to the class.
Photocopy the activity handout on the following page. Begin a discussion with your participants by asking
questions such as:
•
Do you know any federal loans that are available?
•
How do you apply for these?
•
Do student loans have different interest rates than regular loans, like car loans or home loans?
•
What happens if you graduate from college and can’t repay your student loans right away?
Then, distribute the handout and focus on the key points below.
Save this information about student loans to learn where to find them, how to apply, and how to repay.
U.S.
government
loans.

Federal Perkins Loans are low-interest loans offered through schools. Federal
Stafford Loans are offered directly from the federal government through schools.
Federal PLUS Loans for parents allow them to borrow up to the entire cost of their
child’s education, minus any other aid, directly from the federal government.

The two types
of Federal
Stafford Loans.

Subsidized Stafford loans are awarded based on the student's financial need.
A key benefit of a subsidized loan is that the government pays the interest
as long as you’re in school at least half-time. Unsubsidized Stafford loans are
not awarded based on financial need. You are responsible for paying all of the
loan interest. To reduce the long-term, overall cost of the loan, start paying
this interest while you’re still in school.

What’s the
interest rate on
federal loans?

Interest rates for federal student loans are set by the U.S. government. To
help make higher education possible for more people, the rates are “belowmarket,”—they're usually have lower rates than on non-federal loans.

How do I apply
for a federal
loan?

Visit the Web site www.studentaid.ed.gov for information on federal student
aid and a link to the Free Application for Federal Student Aid (FAFSA). Complete your FAFSA online and electronically sign it. It is a quick, easy alternative
to paper documents and you'll find out your eligibility for student aid faster.
The federal government makes changes to its student loan programs sometimes, so check the Web site for the latest information.

State loans and
private loans.

Many state governments offer student loans. Check with your state to see what's
offered. If you’ve already applied for federal and state student loans and need
to borrow more, consider a private student loan, or an alternative student loan.
These are made by financial institutions and are based on the applicants' credit.

When do I need
to repay?

When you sign a loan agreement, or promissory note, you commit to repay the
loan on a schedule. Some lenders offer more than one option for the repayment
schedule or a grace period before the first payment is due. With a Federal Perkins
Loan, you must begin repaying nine months after you graduate, leave school,
or drop below half-time status. With Stafford loans, you must begin repaying six
months after you graduate, leave school, or drop below half-time status.

Can repayment
be postponed?

If you have a temporary financial hardship, some lenders may give you the
option of postponing repayment of the loan for a period of time (known as a
deferment) or temporarily reducing the amount of the student loan payment
(known as a forbearance).Discuss these options with your lender.
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Student loans.
Save this information about student loans to learn where to find them, how to apply, and how to repay.

U.S.
government
loans.

Federal Perkins Loans are low-interest loans offered through schools. Federal
Stafford Loans are offered directly from the federal government through schools.
Federal PLUS Loans for parents allow them to borrow up to the entire cost of their
child’s education, minus any other aid, directly from the federal government.

The two types
of Federal
Stafford Loans.

Subsidized Stafford loans are awarded based on the student's financial need.
A key benefit of a subsidized loan is that the government pays the interest
as long as you’re in school at least half-time. Unsubsidized Stafford loans are
not awarded based on financial need. You are responsible for paying all of the
loan interest. To reduce the long-term, overall cost of the loan, start paying
this interest while you’re still in school.

What’s the
interest rate on
federal loans?

Interest rates for federal student loans are set by the U.S. government. To
help make higher education possible for more people, the rates are “belowmarket,”—they're usually have lower rates than on non-federal loans.

How do I apply
for a federal
loan?

Visit the Web site www.studentaid.ed.gov for information on federal student
aid and a link to the Free Application for Federal Student Aid (FAFSA). Complete your FAFSA online and electronically sign it. It is a quick, easy alternative
to paper documents and you'll find out your eligibility for student aid faster.
The federal government makes changes to its student loan programs sometimes, so check the Web site for the latest information.

State loans and
private loans.

Many state governments offer student loans. Check with your state to see what's
offered. If you’ve already applied for federal and state student loans and need
to borrow more, consider a private student loan, or an alternative student loan.
These are made by financial institutions and are based on the applicants' credit.

When do I need
to repay?

When you sign a loan agreement, or promissory note, you commit to repay the
loan on a schedule. Some lenders offer more than one option for the repayment
schedule or a grace period before the first payment is due. With a Federal Perkins
Loan, you must begin repaying nine months after you graduate, leave school,
or drop below half-time status. With Stafford loans, you must begin repaying six
months after you graduate, leave school, or drop below half-time status.

Can repayment
be postponed?

If you have a temporary financial hardship, some lenders may give you the
option of postponing repayment of the loan for a period of time (known as a
deferment) or temporarily reducing the amount of the student loan payment
(known as a forbearance).Discuss these options with your lender.
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Topic 6 — School & $
Instructor note:

At this point in the class, consider using this recommended library article listed below as a discussion resource
or a takeaway for your participants. You can find this and other library articles at the end of this topic.

Recommended Article: How Much Do I Need to Borrow?
Remember, the online Hands on Banking® program has dozens of additional library articles that you
can use and distribute for this and other topics. Visit www.handsonbanking.org to browse all the
available articles.
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Topic 6 — School & $

Lesson Summary..
Instructor note:.

Summarize this lesson by reviewing these key points with your participants.
Key points from the Money You’ll Need and Where to Find it lesson:
•

Education beyond high school has a price tag, and the cost can be high.

•

There are four common sources to help you pay for your education. The first one is savings. The
other three are a combination called financial aid.

•

Financial aid includes money you’re given, money you earn, and money you borrow. For some
of this money, you need to apply to the U.S. Department of Education in order to qualify.

•

If you apply for financial aid, each school that accepts you for admission will send you a letter
that lists how much of each type of financial aid you’re eligible to receive.

•

The list may include grants, scholarships, a work-study program, and loans.

Additional Activities.

These activities are designed to extend the new concepts presented in the Money You’ll Need and Where to Find It
lesson. Use these or similar activities to give participants an opportunity to apply what they have just learned to reallife scenarios.
•

Make a list of your top three or four schools. Find the Cost of Attendance for each.

•

Based on the Cost of Attendance numbers you have for your schools of choice, complete the
worksheet (page 22) to determine if you will need to borrow money to attend school.

•

Make a list of ALL the factors that are important to you when choosing a school.

•

Research grants and scholarships. Make a list of at least 10 of the grants and scholarships that
you can apply for.

•

Figure out how much debt you can repay using the formula and a realistic salary for the field
you’re interested in.

•

Visit the Web site www.studentaid.ed.gov for information on federal student aid and a link to
the Free Application for Federal Student Aid (FAFSA). Look over the application and create a list
of questions or issues that come up during your review.

•

Find out what student loans your state offers.
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Lesson 4: Making It Happen—Your Action Plan .
In this lesson, participants learn how to prepare for higher education with a month-by-month action plan. They also
learn why financial aid requires a team effort, how to apply for financial aid and how to analyze the financial aid packages they’re offered.

Learning Objectives..

After completing this lesson, participants will be able to:
•

Create a month-by-month action plan in preparation for their higher education.

•

Explain why financial aid requires a team effort.

•

Explain how to apply for financial aid.

•

Explain how to analyze financial aid packages.

Start the Discussion..
To start a discussion with your participants, ask some open-ended questions about small businesses. Here are some
examples you could use:
•

What are some action steps you are taking right now to help financially prepare for college,
trade school, etc.?

•

What are some resources you can use to help understand and apply for financial aid?

The Basics..
•

If you’re thinking about education beyond high school, there are things you can do to get ready.

•

Education beyond high school can give you knowledge and skills that might make a huge
difference in your job options and earning power.

•

If you want to go after higher education/trade school, it’s up to you to make a plan and
follow through.

Before you introduce the action plan, use the following scenario to get participants thinking.
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Katie Needs the Cash Activity (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Instruct your participants to read Katie’s story
and choose the best sequence of steps for her and write a few sentences about why they selected an
answer. Then, ask students to share their answers and opinions and lead a discussion using the key
points below and by asking questions such as:
•

Why should Katie apply as early possible for scholarships and federal grants?

•

Do scholarships and grants need to be repaid?

•

When can Katie first apply for federal student aid?

Instructions:

Have your participants read Katie’s situation and then choose the best sequence of steps for her.
Then, in the space provided, have them explain why they think this is the best choice.
Katie is in her junior year of high school. She wants to take the right steps, in the right order, to have
enough money to go to college. Which of the following is this the best sequence of steps for Katie
and why?
A. First I’ll find out about bank loans. Senior year, I’ll start applying for scholarships and grants.

B.

I’ll start looking for scholarships now; senior year my family will complete an application for
federal student aid.

C.

Junior year I’ll calculate how much I can earn in college and after. Senior year I’ll find out about
getting a federal loan.

Key points:
•

Katie’s best choice is to start looking for scholarships junior year and apply for federal student
aid in January of her senior year (the earliest she can apply)

•

There is competition for both scholarships and federal grants. It helps to apply as early as possible for both.
If one school costs more than another, it doesn’t guarantee that the quality of education will be
better. Consider other factors, such as the school’s academic strength in your areas of interest.
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Katie Needs the Cash Activity.
Instructions:.

Read Katie’s situation and then choose the best sequence of steps for her. Then, in the space provided, explain why you think this is the best choice.
Katie is in her junior year of high school. She wants to take the right steps, in the right order, to have
enough money to go to college. Which of the following is this the best sequence of steps for Katie
and why?
A. First I’ll find out about bank loans. Senior year, I’ll start applying for scholarships and grants.
Why?

B.

I’ll start looking for scholarships now; senior year my family will complete an application for
federal student aid.
Why?

C.

Junior year I’ll calculate how much I can earn in college and after. Senior year I’ll find out about
getting a federal loan.
Why?

If one school costs more than another, it doesn’t guarantee that the quality of education will be
better. Consider other factors, such as the school’s academic strength in your areas of interest.
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Prepare Yourself Discussion (Instructor Copy).
Instructor note:

Photocopy the activity handout on the following page. Introduce the activity by mentioning the key points
below. Divide the class into small groups. Instruct the groups to create a list of five or six steps they must do
to put a plan in place for education after high school. Ask each group to share their list. Then, distribute the
activity handout. Instruct participants to add their own ideas as you cover the why’s of these points.

Key points:

If you want a higher education, it’s up to you to make a plan and follow through.
•

Take challenging courses in high school. Work hard and get good grades.

Challenge
yourself in
high school.

•

Begin thinking about future career possibilities.

•

Participate in a variety of extracurricular and volunteer activities. In addition
to benefiting you, your high school, and community, these can improve your
chances of admittance to post-secondary schools and earning scholarships.

Talk to
your family.

•

Your parents or guardians can help you by evaluating schools, studying
for placement tests, and visiting schools with you.

Meet with
high school
counselors.

•

Your high school counselor can advise you about school admissions
applications, give you details about registering for placement tests, write
recommendations for you, and provide encouragement.

•

Prepare for any required tests. Note the registration deadlines carefully.

•

Generally, you should register at least six weeks ahead of the test so you
have time to study and avoid late registration fees.

•

By your junior year, consider what you want in post-secondary school.

•

Consider what schools are strong in the subjects, skills, extracurricular
activities, and possible careers that interest you. Is it a trade or technical
school, junior or community college, or university? Where do you want to
live while going to school: at home or on campus? In a city or small town?
What size school you want to attend in terms of class and campus size?

•

Review school Web sites and brochures that may have what you need.

•

Narrow your list to three to six prospective schools. Visit these schools
during the school year when classes are in session.

•

Contact admissions counselors at the schools. Like high school counselors, they can provide you with information about admissions, scholarships, and school-specific details, such as the tests they require to apply.

•

Stay organized in your school search process.

•

Create a file folder of information on each prospective school and keep
track of all important dates on a single calendar

Get ready
for tests.

Consider what
you want.

Narrow
your list.

Keep track of
your search.

Remember: Everyone’s situation and goals in life are a little different. A four-year college
degree may not be right for everyone. Consider all of your higher education options.

Next, introduce a suggested action plan and timeline
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Prepare Yourself Discussion.
•

Take challenging courses in high school. Work hard and get good grades.

Challenge
yourself in
high school.

•

Begin thinking about future career possibilities.

•

Participate in a variety of extracurricular and volunteer activities. In addition
to benefiting you, your high school, and community, these can improve your
chances of admittance to post-secondary schools and earning scholarships.

Talk to
your family.

•

Your parents or guardians can help you by evaluating schools, studying
for placement tests, and visiting schools with you.

Meet with
high school
counselors.

•

Your high school counselor can advise you about school admissions
applications, give you details about registering for placement tests, write
recommendations for you, and provide encouragement.

•

Prepare for any required tests. Note the registration deadlines carefully.

•

Generally, you should register at least six weeks ahead of the test so you
have time to study and avoid late registration fees.

•

By your junior year, consider what you want in post-secondary school.

•

Consider what schools are strong in the subjects, skills, extracurricular
activities, and possible careers that interest you. Is it a trade or technical
school, junior or community college, or university? Where do you want to
live while going to school: at home or on campus? In a city or small town?
What size school you want to attend in terms of class and campus size?

•

Review school Web sites and brochures that may have what you need.

•

Narrow your list to three to six prospective schools. Visit these schools
during the school year when classes are in session.

•

Contact admissions counselors at the schools. Like high school counselors, they can provide you with information about admissions, scholarships, and school-specific details, such as the tests they require to apply.

•

Stay organized in your school search process.

•

Create a file folder of information on each prospective school and keep
track of all important dates on a single calendar

Get ready
for tests.

Consider what
you want.

Narrow
your list.

Keep track of
your search.

Remember: Everyone’s situation and goals in life are a little different. A four-year college
degree may not be right for everyone. Consider all of your higher education options.
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Your Action Plan and Timeline (Instructor Copy).
Instructor note:.

Consider inviting a high school counselor to come in and talk to your class.
Photocopy the activity handout on the following page. Walk through each month and mention the most
important points
Junior Year.
Attend post-secondary school
information nights and career
fairs. Take applicable entrance
exams (ask your guidance
counselors for test schedules
and registration materials).
Explore different schools online
and schedule school visits. Start
a scholarship search online.

Senior Year—September.
Meet with your guidance
counselor to evaluate your
choice of schools, based
on your placement test
scores, your grade point
average, and extracurricular
activities. Contact schools for
admission and financial aid
applications. Continue your
scholarship search.

Senior Year—October.
Apply to several schools. Include
at least one “safety” school, several
where you’ll probably be accepted,
and one or two “reach” schools. Ask
teachers, employers, or other adults
for written recommendations; give
them at least a month to complete
them. If your schools require application essays, think about topics
and start drafting outlines.

Senior Year—November.
Find out your schools’ application deadlines, and be sure
your information is submitted
on time. Schedule campus visits and admission interviews.

Senior Year—December.
Decide where you want to
live next year and submit your
housing application. Keep an
eye on scholarship deadlines.

Senior Year—January.
Complete the Free Application
for Federal Student Aid (FAFSA) as
soon after January 1 as possible.
Parents and students should complete their income tax forms early
because these figures are needed
to complete the FAFSA. Attend
financial aid nights to learn more
about education financing.

Senior Year—February.
Provide your high school
guidance counselor with the
necessary mid-year grade
forms, if your schools require
them. Register for advanced
placement tests, if applicable.
Continue to complete scholarship applications.

Senior Year—March.
About 4 weeks after submitting the FAFSA, you will receive
a Student Aid Report (SAR). It
has your financial information
& Expected Family Contribution (EFC). Schools use this to
determine your financial aid
package--make sure it’s accurate. Admission decisions begin
arriving around this time.

Senior Year—April.
Compare financial aid awards from
different schools. If the aid package is not enough to cover costs,
consider a Federal PLUS Loan and
private education loans. Make your
final choice. Notify schools of your
decision—accept or decline. Many
schools have acceptance deadlines
in April or early May.

Senior Year—May.
Attend post-secondary school
information nights and career
fairs. Take applicable entrance
exams (ask your guidance
counselors for test schedules
and registration materials).
Explore different schools online
and schedule school visits. Start
a scholarship search online.

Graduation!!!

Summer.
Save money from your summer job
and buy the things you need for
school gradually over the summer.
Be aware of freshman orientation
dates. If you miss your orientation,
you may not be able to register for
classes until you attend.
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Your Action Plan and Timeline.
Junior Year.
Attend post-secondary school
information nights and career
fairs. Take applicable entrance
exams (ask your guidance
counselors for test schedules
and registration materials).
Explore different schools online
and schedule school visits. Start
a scholarship search online.

Senior Year—September.
Meet with your guidance
counselor to evaluate your
choice of schools, based
on your placement test
scores, your grade point
average, and extracurricular
activities. Contact schools for
admission and financial aid
applications. Continue your
scholarship search.

Senior Year—October.
Apply to several schools. Include
at least one “safety” school, several
where you’ll probably be accepted,
and one or two “reach” schools. Ask
teachers, employers, or other adults
for written recommendations; give
them at least a month to complete
them. If your schools require application essays, think about topics
and start drafting outlines.

Senior Year—November.
Find out your schools’ application deadlines, and be sure
your information is submitted
on time. Schedule campus visits and admission interviews.

Senior Year—December.
Decide where you want to
live next year and submit your
housing application. Keep an
eye on scholarship deadlines.

Senior Year—January.
Complete the Free Application
for Federal Student Aid (FAFSA) as
soon after January 1 as possible.
Parents and students should complete their income tax forms early
because these figures are needed
to complete the FAFSA. Attend
financial aid nights to learn more
about education financing.

Senior Year—February.
Provide your high school
guidance counselor with the
necessary mid-year grade
forms, if your schools require
them. Register for advanced
placement tests, if applicable.
Continue to complete scholarship applications.

Senior Year—March.
About 4 weeks after submitting the FAFSA, you will receive
a Student Aid Report (SAR). It
has your financial information
& Expected Family Contribution (EFC). Schools use this to
determine your financial aid
package--make sure it’s accurate. Admission decisions begin
arriving around this time.

Senior Year—April.
Compare financial aid awards from
different schools. If the aid package is not enough to cover costs,
consider a Federal PLUS Loan and
private education loans. Make your
final choice. Notify schools of your
decision—accept or decline. Many
schools have acceptance deadlines
in April or early May.

Senior Year—May.
Attend post-secondary school
information nights and career
fairs. Take applicable entrance
exams (ask your guidance
counselors for test schedules
and registration materials).
Explore different schools online
and schedule school visits. Start
a scholarship search online.

Graduation!!!

Summer.
Save money from your summer job
and buy the things you need for
school gradually over the summer.
Be aware of freshman orientation
dates. If you miss your orientation,
you may not be able to register for
classes until you attend.

Federal PLUS Loans for parents allow parents to borrow up to the full cost of attendance minus
other aid received.
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Steps in the Application Process (Instructor Copy).
Instructor note:

Consider inviting a high school counselor or financial aid officer to come in to talk to your class.
Photocopy the activity handout on the following page and distribute to your participants. Lead a
discussion about the steps in the application process. Consider distributing sample FAFSA forms to your
participants during this lesson.
Use this handout to help you complete the steps of the financial aid application process.

1. Get an
application.

The Free Application for Federal Student Aid (FAFSA) is a form that the
U.S. Department of Education (ED) uses to evaluate the family financial situation of every student who applies for financial aid. Schools
often use information from the FAFSA to award state and institutional
financial aid. Most high school counseling offices can provide you with
a paper copy of the application, but to speed up the process complete
the FAFSA online at www.fafsa.ed.gov.

2. Fill out the
application.

You can fill out a paper FAFSA application or apply online at www.
fafsa.ed.gov. Filling it out usually takes some time and effort. Your parents or guardians need to fill in accurate financial information, similar
to when they do their taxes. Divorced parents and blended families
may need even more time to complete the application correctly. (For a
list of items to have on hand before sitting down to fill out the FAFSA,
click on Library.)

3. Your Expected
Family Contribution
(EFC).

Using the information on your FAFSA application, ED determines how
much your family can afford to pay for your education. This is called
the Expected Family Contribution, or EFC. Based on your EFC and the
cost of the school you plan to attend, they determine your eligibility for
federal aid and loan programs.

4. Your Student Aid
Report (SAR).

After ED determines your EFC, they either email or mail you a Student Aid
Report, or SAR. Your parents or guardians should review the SAR carefully
to confirm that the information is accurate. If not, they need to carefully
make any needed corrections. ED will send your SAR data electronically
to the educational institutions you listed on your FAFSA. This document
is called your Institutional Student Information Record, or ISIR.

5. Compare financial
aid packages.

Every school has one or more financial aid officers whose job is to
determine what aid you qualify for. Each school that accepts you will
mail (or email) you a letter that lists how much of each type of financial
aid you’re eligible to receive. This list is called a financial aid package
and may include federal loans, state loans, grants, scholarships, and
work-study programs. Review and compare the financial aid packages
you receive, and pick the one school you want to attend.
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Topic 6 — School & $
Steps in the Application Process (Instructor Copy) (continued).

6. Accept or decline
each offer of aid.

After you pick the one school you want to attend, sign the financial aid
package they sent you and indicate whether you’re accepting or declining each offer of aid. You don’t have to accept everything. If you’re offered
student loans, remember that after you graduate you’ll have to pay the
money back! It’s a good idea to borrow only the amount you’ll need. As
a general guideline, your monthly student loan payment should be less
than 10% of the net monthly income you plan to earn after college.

Be careful! You may see ads or emails from companies who “guarantee” you financial aid if you
pay them a fee. A lot of these are scams. You shouldn’t have to pay to qualify for financial aid.

If your participants want financial aid (grants, work-study, loans), completing the FAFSA is a must.
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Topic 6 — School & $
Steps in the Application Process.
Use this handout to help you complete the steps of the financial aid application process.

1. Get an
application.

The Free Application for Federal Student Aid (FAFSA) is a form that the
U.S. Department of Education (ED) uses to evaluate the family financial situation of every student who applies for financial aid. Schools
often use information from the FAFSA to award state and institutional
financial aid. Most high school counseling offices can provide you with
a paper copy of the application, but to speed up the process complete
the FAFSA online at www.fafsa.ed.gov.

2. Fill out the
application.

You can fill out a paper FAFSA application or apply online at www.
fafsa.ed.gov. Filling it out usually takes some time and effort. Your parents or guardians need to fill in accurate financial information, similar
to when they do their taxes. Divorced parents and blended families
may need even more time to complete the application correctly. (For a
list of items to have on hand before sitting down to fill out the FAFSA,
click on Library.)

3. Your Expected
Family Contribution
(EFC).

Using the information on your FAFSA application, ED determines how
much your family can afford to pay for your education. This is called
the Expected Family Contribution, or EFC. Based on your EFC and the
cost of the school you plan to attend, they determine your eligibility for
federal aid and loan programs.

4. Your Student Aid
Report (SAR).

After ED determines your EFC, they either email or mail you a Student Aid
Report, or SAR. Your parents or guardians should review the SAR carefully
to confirm that the information is accurate. If not, they need to carefully
make any needed corrections. ED will send your SAR data electronically
to the educational institutions you listed on your FAFSA. This document
is called your Institutional Student Information Record, or ISIR.

5. Compare financial
aid packages.

Every school has one or more financial aid officers whose job is to
determine what aid you qualify for. Each school that accepts you will
mail (or email) you a letter that lists how much of each type of financial
aid you’re eligible to receive. This list is called a financial aid package
and may include federal loans, state loans, grants, scholarships, and
work-study programs. Review and compare the financial aid packages
you receive, and pick the one school you want to attend.

6. Accept or decline
each offer of aid.

After you pick the one school you want to attend, sign the financial aid
package they sent you and indicate whether you’re accepting or declining each offer of aid. You don’t have to accept everything. If you’re offered
student loans, remember that after you graduate you’ll have to pay the
money back! It’s a good idea to borrow only the amount you’ll need. As
a general guideline, your monthly student loan payment should be less
than 10% of the net monthly income you plan to earn after college.

Be careful! You may see ads or emails from companies who “guarantee” you financial aid if you
pay them a fee. A lot of these are scams. You shouldn’t have to pay to qualify for financial aid.
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Topic 6 — School & $
Apply for Financial Aid (Instructor Copy).
Instructor note:.

Begin a discussion with your participants by writing the key points (in bold) on the whiteboard/chalkboard
or large piece of paper then ask for their input on why each of these are important. Then add these points
as you go. Start by asking questions such as:
•
Name some reasons why someone wouldn’t apply for financial aid.
•

What is a benefit of applying for financial aid as soon as you can?

•

How many times should you apply for financial aid?

Then focus on these key points:
Federal financial aid can help you make higher education a reality. Completing a FAFSA is the essential first step.
Apply no
matter what.

•

A 2004 study showed that in academic year 1999–2000, 850,000
students who were probably eligible for a federal grant missed out
because their families didn’t apply. Don’t let that happen to you!

•

Apply as early as you can!

•

Fill out the FAFSA as soon after January 1 as possible during your
senior year in high school.

•

Millions apply every year, and some funding is on a first-come,
first-served basis.

•

The sooner you apply, the sooner you’ll see your financial aid packages and can make your school decisions and plans.

•

You’ll also have more time to apply for private loans if you need them.

•

Since your finances and costs may change, each year that you’re in
school you must complete a paper or online application.

•

Renewal FAFSA in order to qualify for the next academic year.

•

Also, continue applying for grants and scholarships.

•

The federal government will mail you the Renewal FAFSA information
to your home, so watch for its arrival.

•

If you don’t receive this information, contact your school’s financial
aid office.

Apply early.

Get a head start.

Reapply each year!

Watch your
mailbox.

If you’re a student who works to help support your family, be sure to tell your school’s financial
aid office. This fact may make you eligible for more financial assistance.

Next, compare two financial aid packages.
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Topic 6 — School & $
Compare Two Financial Aid Packages (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the following page. Instruct your participants to answer the first three
questions. Once they’re finished, read the fourth and fifth question out loud and share with them the
monthly payment for each University loan. Then, lead a discussion about the importance of reviewing
and understanding total cost of aid and repayment.

Instructions:.

Have your participants answer these questions based on the information presented in the chart.
Then help them calculate the real cost of each financial aid package.

Source: College Board, 2008.

1.

Take a look at these two financial aid offers. Which one looks better to you?
Answer: At first glance, University B would probably look better as it costs less for the family.

2.

Which school costs more?
Answer: It seems that University B’s cost of attendance is higher.

3.

Which school will cost his family less?
Answer: It seems that University B will cost his family less.

4.

If Max takes the University A loan each year for four years at a 6.8% fixed interest rate he will
pay $92 a month for 10 years.

5.

If Max takes the loan from University B each year for four years at 6.8% interest rate, he will pay
$174 a month for 10 years. Almost double!
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Topic 6 — School & $
Compare Two Financial Aid Packages.
Instructions:.

Answer the first three questions based on the information presented in the chart. Then calculate the
real cost of each financial aid package and answer questions.

Source: College Board, 2008.

1.

Take a look at these two financial aid offers. Which one looks better to you?

2.

Which school costs more?

3.

Which school will cost his family less?

4.

If Max takes the University A loan each year for four years at a 6.8% fixed interest rate for 10
years what will he pay monthly?

5.

If Max takes the loan from University B each year for four years at 6.8% interest for ten years,
what will he pay monthly?
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Topic 6 — School & $

Lesson Summary..
Instructor note:.

Summarize this lesson by reviewing these key points with your participants.
Key points from the Making it Happen: Your Action Plan lesson.
•

If you’re thinking about education beyond high school, there are things you can do to get ready.

•

If you want to go after higher education, it’s up to you to make a plan and follow-through.

Additional Activities.

These activities are designed to extend the new concepts presented in the School & $ Topic. Use these or similar
activities to give participants an opportunity to apply what they have just learned to real-life scenarios.
•

Schedule a meeting with your high school guidance counselor. Tell him or her about your top
college choices and see if they have any advice for you or experience with the specific schools’
admission process or requirements.

•

If you are already in college, meet with your financial aid officer to review your financial aid
package or how you can apply for aid for next school year.

•

If your top school choices are within driving distance (less than 100 miles), you can take to visit all
these schools over a long weekend. Then ask your family if they’d like to join you on a road trip!

•

Buy a calendar and label it your “school search” calendar. Keep track of all important dates
(financial aid application due dates, test registration dates, admission applications due dates,
etc.) on this one calendar for easy reference.

•

Go to www.fafsa.ed and print out an application. Familiarize yourself with the format and
information that you’ll need to provide.
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Topic 6 — School & $

Lesson 5: Managing $ in School & After.
In this lesson, participants learn tips for making the most of their money while they’re in school. They learn how to
manage financial aid, maintain good credit and successfully repay their student loans.

Learning Objectives..

After completing this lesson, participants will be able to:
•

Explain tips for making the most of their money while in school.

•

Explain how to manage financial aid.

•

Explain how to maintain good credit.

•

Explain how to successfully repay student loans.

Start the Discussion..
To start a discussion with your participants, ask some open-ended questions. Here are some examples you could use:
•

What are some ways that you can control your expenses while you’re at school?

•

What are some ways you think you can (or do currently) manage your financial aid?

•

When you have student loans, why do you think it’s important to make timely monthly payments?

•

What do you think are your options if you cannot make your loan payments on time?

The Basics..
•

If you’re attending school and are responsible for some or all of your own expenses, there are ways
you can manage your money effectively, such as being careful with credit cards, keeping good
records and creating a personal spending plan.

•

If you receive grants or scholarships, or have student loans, you can easily manage the money you
receive by tracking your financial aid to a calendar, knowing what bills to expect and keep applying
for aid.

•

There are steps you can follow to help make your loan payments on time, maintain good credit and
save money on late fees.

Before you begin the lesson, use the following scenario to get participants thinking.
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Topic 6 — School & $
Scenario: Trouble Repaying Activity (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the next page. Ask participants to choose the best possible option,
and then, for each option, instruct them to write a few sentences about why it was right or wrong for the
situation. After participants finish, lead a group discussion about their choices, using the consequences
and feedback provided below.

Instructions:.

Have participants read Karrie’s story and select the best possible option. Then for each option, have
them write a few sentences about why the option was right or wrong for Karrie’s situation.

Karrie’s Story:.

Karrie celebrated her graduation from college by traveling in Africa for six months. The grace period
on her student loans has now ended. She spent most of her savings on the trip, but had a job lined
up when she got back. After three months at the job, she got laid off! She quickly landed part-time
work at a coffee bar, but she knows she’s not going to be able to make this month’s student loan
payment. Given Karrie’s situation, which decision do you think is best for her?
1. Contact her lender right away. Discuss her situation and possible repayment options.
Consequences: Karrie is so glad she called her lender right away. If she hadn’t paid and hadn’t called
she would have been hit with late fees and damaged her credit rating, too. Instead, she got an
unemployment deferment, so she can postpone her payments until she can get a full-time job.
Feedback: Great advice! Karrie was smart to contact her lender right away. Being a college graduate
will hopefully help her land a good paying job soon. Once she does, she might ask her lender to automatically deduct her loan payments from her bank account. That way, she’ll always pay on time.
2.

Save the monthly statements for now. Commit to paying the lender eventually, plus interest.
Consequences: Big mistake! She should have called her lender right away. She ignored the statements
and hoped the lender would forget. She figured she had other things to worry about…like finding a job
and paying all her other bills. Finally her loan payments were so overdue that she defaulted. It will wreck
her credit report for seven years and make it tough for her to get a car loan or even have a credit card.
Feedback: Bad advice. When you borrow money, you have to repay on schedule! If you don’t, the loan
guarantor can take a number of actions to get your money. If you have a federal student loan, the government might take money from your tax refunds or from your paycheck at work (garnish your wages).

3.

Pay what she can this month; pay more than the monthly amount later to catch up quickly.
Consequences: Not a good idea. She thought if the lender got its money eventually, the timing
wasn’t too important. Wrong! She got hit with a lot of late fees and was lucky not to default. Now
she knows to call the lender right away. She could have worked with them to postpone repaying
until her money situation improved.
Feedback: It would have been better to call her lender right away to discuss options that allow her to temporarily stop making payments, or to make smaller monthly payments than her repayment schedule requires.
Both federal and private student loan repayment can be delayed in certain situations. Borrowers
should talk with their lenders if they think they’ll have trouble making their payments.
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Topic 6 — School & $
Scenario: Trouble Repaying Activity.
Instructions:.

Read Karrie’s story and select the best possible option. Then for each option, write a few sentences
about why the option was right or wrong for Karrie’s situation.

Karrie’s Story:.

Karrie celebrated her graduation from college by traveling in Africa for six months. The grace period
on her student loans has now ended. She spent most of her savings on the trip, but had a job lined up
when she got back. After three months at the job, she got laid off! She quickly landed part-time work
at a coffee bar, but she knows she’s not going to be able to make this month’s student loan payment.
Given Karrie’s situation, which decision do you think is best for her?
1. Contact her lender right away. Discuss her situation and possible repayment options.
Should she choose this option? Why or why not?

2.

Save the monthly statements for now. Commit to paying the lender eventually, plus interest.
Should she choose this option? Why or why not?

3.

Pay what she can this month; pay more than the monthly amount later to catch up quickly.
Should she choose this option? Why or why not?

Both federal and private student loan repayment can be delayed in certain situations. Borrowers
should talk with their lenders if they think they’ll have trouble making their payments.
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Topic 6 — School & $
Managing $ in School (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the following page. Divide the class into small groups. Have each group
define six tips they think will help them manage their money while in school. Have each group share their
tips while you write on the whiteboard/chalkboard or large piece of paper. When they’re finished, distribute
the activity handout and lead a discussion by focusing on the key points in the chart below.

Instructions:.

Have your participants list ways they can follow these tips in the right column.

Create a
personal
spending plan.

Be a smart
shopper.

Be careful with
credit cards.

•

Once you have your plan, look for ways to cut costs and set aside savings
(set a dollar limit on entertainment).

•

Do the math on small luxuries such as a daily coffee and muffin.

•

When you’re tempted to spend, remember that you need to cover all of
your expenses from the money you have.

•

Even small savings can add up.

•

Buy used textbooks instead of new; walk, bike, or use public transportation.

•

Get the most from what you already own before you buy more. Shop
for bargains.

•

Take advantage of student discounts.

•

Limit the amount you go out to eat.

•

Try to avoid unnecessary expenses (library book late fees, parking fines).

•

You may spend more than you can repay by using credit cards. Interest
adds up!

•

Get just one credit card with a low interest rate and low spending limit
and save it for planned purchases and emergencies only.

•

If you use your credit card more often, pay off the balance in full each
month.

•

Use cash and your debit card instead of your credit card.

•

There are 168 hours in a week. If you sleep for 56 hours and attend
school for 40 hours, that leaves 72 hours for all other activities, including part-time jobs and socializing.

Weigh the value •
of part-time work.
•

If you need to work, consider how to earn the highest return for the
time you invest.
Minimize the impact of work on your school studies. Investigate your
eligibility for work-study programs at your school. You may find work
that relates to your field of study.
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Topic 6 — School & $
Managing $ in School (Instructor Copy) (continued)

Make banking
convenient.

•

If you’re leaving your hometown, find out if your bank serves your new
community.

•

This could make it convenient for family to deposit money into your
accounts.

•

If not, consider opening new accounts at a local bank where you can
maintain a relationship both while you’re in school and after.

•

You might want to use the same bank that handles your student loans.

•

Ask your service providers and creditors if you can change your bill
due dates.

•

By making all due dates the same, you can set aside time every month
to pay your bills. You’ll save time, avoid late payments, and stick to your
spending plan.

•

Or, evenly space your bills throughout the month, so what you pay is
about the same each week. You’ll avoid having one week when all of
your cash- is needed for bills.

•

Keep accurate records of what you spend. Save your ATM, debit/credit
card receipts.

•

Set up a filing system; create separate folders for documents such
as bank, credit card, loan, insurance, and investment statements; tax
returns; and paid bills.

•

Consolidating several services with one financial services provider can
save you money. Reviewing one statement can help you see your financial picture quickly and clearly.

Time your bill
payments.

Keep good
records.

Don’t buy something just because it goes on sale. Remember that when you buy—even on
sale—you’re not really saving money, you’re spending it. See the topic Spending Smart for tons
more shopping tips.

Next, your participants will learn valuable ways to make the most of the money they receive.
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Topic 6 — School & $
Managing $ in School.

Create a
personal
spending plan.

Be a smart
shopper.

Be careful with
credit cards.

•

Once you have your plan, look for ways to cut costs and set aside savings
(set a dollar limit on entertainment).

•

Do the math on small luxuries such as a daily coffee and muffin.

•

When you’re tempted to spend, remember that you need to cover all of
your expenses from the money you have.

•

Even small savings can add up.

•

Buy used textbooks instead of new; walk, bike, or use public transportation.

•

Get the most from what you already own before you buy more. Shop
for bargains.

•

Take advantage of student discounts.

•

Limit the amount you go out to eat.

•

Try to avoid unnecessary expenses (library book late fees, parking fines).

•

You may spend more than you can repay by using credit cards. Interest
adds up!

•

Get just one credit card with a low interest rate and low spending limit
and save it for planned purchases and emergencies only.

•

If you use your credit card more often, pay off the balance in full each
month.

•

Use cash and your debit card instead of your credit card.

•

There are 168 hours in a week. If you sleep for 56 hours and attend
school for 40 hours, that leaves 72 hours for all other activities, including part-time jobs and socializing.

Weigh the value •
of part-time work.

Make banking
convenient.

If you need to work, consider how to earn the highest return for the
time you invest.

•

Minimize the impact of work on your school studies. Investigate your
eligibility for work-study programs at your school. You may find work
that relates to your field of study.

•

If you’re leaving your hometown, find out if your bank serves your new
community.

•

This could make it convenient for family to deposit money into your
accounts.

•

If not, consider opening new accounts at a local bank where you can
maintain a relationship both while you’re in school and after.

•

You might want to use the same bank that handles your student loans.
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Topic 6 — School & $
Managing $ in School (continued).
•

Ask your service providers and creditors if you can change your bill
due dates.

•

By making all due dates the same, you can set aside time every month
to pay your bills. You’ll save time, avoid late payments, and stick to your
spending plan.

•

Or, evenly space your bills throughout the month, so what you pay is
about the same each week. You’ll avoid having one week when all of
your cash- is needed for bills.

•

Keep accurate records of what you spend. Save your ATM, debit/credit
card receipts.

•

Set up a filing system; create separate folders for documents such
as bank, credit card, loan, insurance, and investment statements; tax
returns; and paid bills.

•

Consolidating several services with one financial services provider can
save you money. Reviewing one statement can help you see your financial picture quickly and clearly.

Time your bill
payments.

Keep good
records.

Don’t buy something just because it goes on sale. Remember that when you buy—even on
sale—you’re not really saving money, you’re spending it. See the topic Spending Smart for tons
more shopping tips.
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Topic 6 — School & $
How to Manage Your Financial Aid (Instructor Copy).
Instructor note:.

Photocopy the activity handout on the following page. Write the information in the left hand column on
the whiteboard/chalkboard or large piece of paper. Begin a discussion with your participants by asking
questions such as:
•
If you receive financial aid, what are some ways you can manage the money you receive?
•

Are there restrictions on how you can spend this money?

•

What are some things you can do to keep track of all your financial aid money?

Then distribute the activity handout and focus on these key points:

Track your financial
aid to the calendar.

You may receive some financial aid once per semester and other payments once a month. Remember that you have to make the money
last! Be aware of when you will be receiving aid and in what amounts.
This will help you to set up a spending plan and avoid running short
of money.

Know what bills
to expect.

Think ahead about the bills you’ll be receiving next month and during the next year. When will you receive these, what will be the likely
amounts, and how long will you have to pay? Compare this information with your financial aid calendar. Make sure you’re ready with
the funds you’ll need to pay your bills. Late payments can harm your
credit rating for several years.

Keep applying for aid.

Continue applying for grants and scholarships. By being persistent,
you’ll increase your chances of receiving this “free money” that you
don’t need to repay.

Next up, how to repay student loans.
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Topic 6 — School & $
How to Manage Your Financial Aid.

Track your financial
aid to the calendar.

You may receive some financial aid once per semester and other payments once a month. Remember that you have to make the money
last! Be aware of when you will be receiving aid and in what amounts.
This will help you to set up a spending plan and avoid running short
of money.

Know what bills
to expect.

Think ahead about the bills you’ll be receiving next month and during the next year. When will you receive these, what will be the likely
amounts, and how long will you have to pay? Compare this information with your financial aid calendar. Make sure you’re ready with
the funds you’ll need to pay your bills. Late payments can harm your
credit rating for several years.

Keep applying for aid.

Continue applying for grants and scholarships. By being persistent,
you’ll increase your chances of receiving this “free money” that you
don’t need to repay.
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Repaying Your Student Loans (Instructor Copy).
Instructor note:.

Begin a discussion with your participants about repaying their student loans. Ask the class to volunteer
ways they repay their student loan payments on time, maintain good credit and save hundreds on late
fees. Write them on a whiteboard/chalkboard or large piece of paper. Then focus on the key points in the
chart below.
These steps can help you make your loan payments on time, and maintain good credit, and save
hundreds or even thousands of dollars on late fees.
•

Get your degree.

•

Students who complete school are less likely to have trouble making
their monthly payments.

•

A college degree can lead you to a higher paying job and a better
quality of life.

•

Ask your lender if they can automatically deduct your payments from
your bank account.

•

Also, ask if they offer an interest rate discount for making automatic
payments.

•

Try to get other bills paid off during the grace period (usually six
months) before your first student loan payment is due.

•

That will help you to repay your student loans when the time comes.

•

Try saving up over the course of each year to make a one-time extra
payment.

•

Doing this will make a big difference in reducing your loan balance,
the amount of the loan that you still owe.

•

If you’re unable to make a monthly payment, call your lender right away.

•

Discuss options to postpone payments or adjust your repayment plan

Graduate!

Repay the
smart way.

Use the
grace period.

Make one extra
payment.

If you can’t pay…
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Topic 6 — School & $

Lesson Summary..
Instructor note:.

Summarize this lesson by reviewing these key points with your participants.
Key points from the Managing $ in School & After:
•

If you’re attending school and are responsible for some or all of your own expenses, there are
ways you can manage your money effectively, such as being careful with credit cards, keeping
good records and creating a personal spending plan.

•

If you receive grants or scholarships, or have student loans, you can easily manage the money
you receive by tracking your financial aid to a calendar, knowing what bills to expect and keep
applying for aid.

•

There are steps you can follow to help make your loan payments on time, maintain good credit
and save money on late fees.
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Topic 6 — School & $

Topic Summary .
Instructor note:.

Summarize this topic by reviewing these key points with your participants.

Key points from the School & $ topic: ..
•

Higher education is a great investment in you. It can give you skills and knowledge that will
help you in life, no matter what job or career you choose.

•

Higher education may also help you expand your job options and earn a good living. A
four-year college may not be right for everyone, but there are other options.

•

If you want to make it happen, you and your family need to start saving as much as you can
as soon as you can.

•

You also need to start thinking about where you’ll find the rest of the money you’ll need:
grants and scholarships; work-study; and student loans.

•

Be sure to apply for financial aid. Remember that it takes a team effort. Talk to your family
and the schools that interest you.

•

Submit your FAFSA as early as you can, and renew your application every year
you’re in school.

•

Before you take out student loans, figure out how much money you actually need. You may
be able to get by without a loan. Remember, a loan is money you’ll have to repay.

•

Being a smart money manager will be a huge help while you’re in school and after. So take
advantage of all of the topics in the Hands on Banking program.
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Topic 6 — School & $
Test Yourself (Instructor Copy).
Instructor note:

This short quiz can be used as a pre- or post test with your participants to gauge their current knowledge
on school and money.
Photocopy the quiz on the next page. Distribute it to participants to test what they’ve learned about school
and money.
1.

On average, a college graduate earns

more in their lifetime than a high

school graduate.
a.

$120,000.

b.

$500,000.

c.

$975,000.

d. $1.2 million.
2.

As a general guideline, your monthly student loan payment should be less than
of your expected net monthly income after you graduate.
a.

10%.

b. 20%.

3.

c.

30%.

d.

40%.

Three sources of funds for higher education that definitely do NOT have to be repaid are:
a.

Grants, scholarships, and Federal PLUS Loans.

b. Grants, scholarships, and work-study.

4.

c.

Scholarships, work-study, and Federal Perkins Loans.

d.

Your parents, your grandparents, and your poker buddies.

Who can be a lender for student loans?
a.

Colleges and Universities.

b.

Banks.

c.

The Federal government.

d. All of the above.
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Topic 6 — School & $
Test Yourself.
Instructions:.

Answer these questions to test your knowledge.
1.

On average, a college graduate earns

more in their lifetime than a high

school graduate.

2.

a.

$120,000.

b.

$500,000.

c.

$975,000.

d.

$1.2 million.

As a general guideline, your monthly student loan payment should be less than
of your expected net monthly income after you graduate.

3.

4.

a.

10%.

b.

20%.

c.

30%.

d.

40%.

Three sources of funds for higher education that definitely do NOT have to be repaid are:
a.

Grants, scholarships, and Federal PLUS Loans.

b.

Grants, scholarships, and work-study.

c.

Scholarships, work-study, and Federal Perkins Loans.

d.

Your parents, your grandparents, and your poker buddies.

Who can be a lender for student loans?
a.

Colleges and Universities.

b.

Banks.

c.

The Federal government.

d.

All of the above.
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Topic 6 — School & $

Appendix.
Library Articles & Additional Topic Resources.
Use these library articles as a discussion resource or a takeaway for your participants. Remember, the online Hands on
Banking® program has dozens of additional library articles that you can use and distribute for this and other topics.
Visit www.handsonbanking.org to browse all the available articles.
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Getting Your Job Start.
For most people, landing a paid, full-time job is the key step to becoming financially independent and selfsufficient. Here are some tips for launching a successful search:
•

Don’t wait. Even if your family is supporting you now and your financial needs are being met, be
realistic about how soon you’ll need to take responsibility for your own expenses. Remember that
it’s never too early to begin your search. The earlier you start, the more time you’ll have to find a
job you want. If you’re in school now, you can initiate the job search process several years before
you graduate: consider what industries and types of jobs interest you, interview people in various
occupations, and research specific companies.

•

Adopt a plan. An effective job search is usually not a once in awhile, hit-or-miss effort; it takes an
organized approach. Talk to career counselors at your school and look for job-hunting advice online
and in guidebooks. Determine what your job search process will be and follow-through on your plan.

•

Make time to search. Set aside some time every month or every week to focus on your job search. By
starting your search when you’re still in school, you can hopefully avoid landing on your own in need of
money, feeling pressure to take any paid work that comes along. If you’re already in a job but aren’t enjoying it, set aside time for an organized search. It will help keep you focused on creating a brighter future.

•

Be proactive. Explore as many avenues as you can. The more options you have, the better your
prospects become. If you’re in college, look through your school’s job postings; register with
employment agencies and attend career fairs; visit companies’ Web sites to look for employment
opportunities.; post your resume on online job sites and actively search for opportunities on them;
scan classified ads in newspapers and trade magazines.

•

Network. Make contact with others through alumni groups and trade associations. Network with
family, friends, teachers, and colleagues. Don’t be shy about asking for help to open the door to
new opportunities.

•

Discover yourself along the way. Some people are fortunate to have a clear idea of jobs and
careers that interest them, while others don’t. Don’t let the lack of a clear vision stop you from
moving forward. Look at your job search as a process of self-discovery, because it is. As you search,
talk with people in different industries and professions and visit their work sites if you can. Ask
them questions about how they got into the field and what their experience has been. You’ll begin
to get a sense of which opportunities you find exciting—and which environments you’d rather
avoid. The process of searching will help you bring your personal goals into sharper focus.

•

Apply your skills and talents. While you’re searching for your “ideal” job, you may need part-time
or short-term work to cover your expenses. Consider what skills and talents you have that might
be marketable, whether it’s building Web sites, tutoring students, installing audio equipment,
cooking, or carpentry. Meet with one or more temporary job agencies and submit your resume.
They can help you find short-term jobs that can both bring in cash and add to your job experience.

We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
www.wellsfargo.com or any Wells Fargo store.
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How Much Do I Need To Borrow?.
It’s important to borrow only what you need for education beyond high school. Remember: whatever you borrow, you have to pay back—with interest. Extra borrowing can lead to higher payments in the years to come.
A student loan is a long-term commitment. Before you accept a loan, research its rates and fees, the length
of the repayment period, and your rights and responsibilities as a borrower.
Be realistic about what your salary will be after graduation and estimate the amount of debt you can
afford. Ideally, student loan payments should be ten percent or less of your net monthly income.
Before you borrow, explore all of your financial aid options, focusing first on scholarships and grants that
don’t have to be repaid.
Use this worksheet to budget your monthly income and expenses at college or other post-secondary
school. You may need to borrow less than you think!
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Hands on Banking
Library Article: How Much Do I Need To Borrow?

How Much Do I Need To Borrow? (continued)
Student Budget Worksheet.
Income.
Job or work-study.

.

Financial help from relatives.

.

Scholarships.

.

Grants.

.

Loans.

.

Savings.

.

Other income.

.

Total Monthly Income.

$.

Expenses.
Tuition.

.

Room and board (if you live on campus).

.

Rent and utilities (if you live off campus).

.

Food and Snacks.

.

Books and supplies.

.

Transportation.

.

Medical/dental/vision insurance /expenses.

.

Phone/Internet.

.

Entertainment.

.

Personal (clothing, laundry, toiletries).

.

Miscellaneous.

.

Total Monthly Expenses.

$.

Income Less Expenses.

$.

If your expenses exceed your income, you may need to borrow enough to cover the difference. If the
difference is a positive number or is close to zero, you may not need to borrow at all.
We invite you to contact Wells Fargo for further information and assistance. Visit our Web site at
www.wellsfargo.com or any Wells Fargo store.
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Glossary.
529 Plan.

A program set up to allow an adult to either prepay, or contribute to an account established
for paying, a student’s qualified education expenses at an eligible educational institution.

Account.

A banking service allowing a customer’s money to be handled and tracked. Common bank
accounts are savings and checking accounts.

Annual fee.

The fee a credit card company charges a credit card holder to use the card for a year. Or,
the fee a lender charges a borrower for the use of a line of credit for a year.

Annual percentage rate
(APR).

A measurement used to compare different loans, the APR takes into account a loan’s
interest rate, term, and fees to illustrate the total cost of credit expressed as a yearly rate.
The lower the APR, the lower the total cost of the loan.

Annual percentage yield The rate of return on an investment, such as a deposit in an interest-bearing savings
(APY).
account, for a one year period.
Appraisal.

A professional estimate of a property’s market value.

Appreciation.

The amount of value an item such as a car, home or stock, gains over time from the original purchase price.

Asset.

Anything of value owned by a person or company. For example, a person’s assets might
include cash, a house, a car, and stocks. A business’s assets might include cash, equipment, and inventory.

Automated Teller
Machine (ATM).

A specialized computer used by bank customers to manage their money, for example, to
get cash, make deposits, or transfer money between accounts.

Available balance .

The amount of money in your account that you can use or withdraw. Your available balance may not reflect all transactions that you have made; for example, checks you have
written that have not yet been paid from your account.

Bad credit.

A situation in which lenders believe that, due to a borrower’s poor history of repaying his
or her debts, further loans to this person would be especially risky.

Bad or bounced check.

See Non-sufficient funds (NSF).

Bank.

A financial institution that handles money, including keeping it for saving or commercial
purposes, and exchanging, investing, and supplying it for loans.

Bankruptcy.

To legally declare yourself unable to repay your debts. A bankruptcy remains on a person’s credit history for up to seven years. Depending on the type of bankruptcy, it could
stay on a person’s credit history for up to ten years.

Benefits.

In addition to wages, some employers reward their employees in extra ways for example:
medical insurance, vacation pay, holiday pay, profit sharing plans, stock options and bonuses.

Bond.

An investment offered to the public by a corporation, the U.S. Government, or a city. A
bond pays interest annually and is payable in full at a specified date. Bonds are rated, and
the rating indicates their probability of default.

Capacity.

A borrower’s ability to make monthly loan payments. When reviewing loan applications,
lenders look at a borrower’s income and debts to determine his or her capacity to repay.
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Glossary.
Capital.

The assets a borrower owns, for example a car, or cash in a savings account minus your
liabilities. If a borrower is unable to make his or her loan payments, a lender might use
these assets to pay the debt. Capital is also known as collateral or assets.

Capital gain.

The dollar amount by which an asset’s selling price exceeds its initial purchase price. For
example, if you buy a stock for $4 per share and sell it for $7 per share, your capital gain is
$3 per share.

Capital loss.

The decrease in value of an investment or asset. The opposite of capital gain.

Cardmember
The Terms and Conditions of your credit card account. It includes information such as the
(Cardholder) agreement. rate, fees, and other cost information associated with the account.
Cash flow.

A measure of the changes in a company’s cash during a specific period of time (usually a
month, quarter, or year). Specifically, a company’s cash income minus the cash payments
it makes.

Certificates of Deposit
(CDs).

A bank account in which you agree to keep the money for a specified period of time,
usually anywhere from three months to several years. As a result, this account usually
offers higher rates of return than a savings account. Money removed before the agreed
upon date is subject to an early withdrawal penalty. The account pays interest on the
deposit and is FDIC-insured. Banks issue an actual certificate for a CD account. If no certificate is issued, the account is known instead as a “time deposit.”

Character.

The financial steadiness and stability of a borrower. For example, when reviewing your
loan application, a lender may look at how long you’ve lived at your current address or
worked at your current job.

Check.

A written order instructing the bank to pay a specific amount of money to a specific person or entity. The check must contain a date, payee (person, company, or organization to
be paid), amount, and an authorized signature.

Checking account.

A bank account that allows a customer to deposit and withdraw money and write
checks. Using a checking account can be safer and more convenient than handling cash.

Clear.

When the banks pays a check you have written and then subtracts the amount from your
account, your check has “cleared” the bank.

Collateral.

Any assets of a borrower (for example, a home) that a lender has a right to take ownership of if the borrower doesn’t repay the loan as agreed.

Collection agency.

A business that specializes in collecting past due debts.

Commission.

The amount a real estate agent earns for negotiating a home sale. The commission
amount is often a percentage of the home sale price.

Compound interest.

When a financial institution pays you interest not only on your initial principal (the amount
you originally deposited) but also on the interest your deposit has earned over time.

Conditions .

Eligibility requirements that may be required by a lender to secure a loan or product.

Co-sign.

A second person who signs your credit or loan application. Just like the borrower, the cosigner on a loan is equally responsible for repaying the debt. Also called a co-borrower.
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Cost of Attendance
(COA).

The total amount it will cost to go to school, usually expressed as a yearly figure. For
full-time and half-time students, it includes the average cost of instruction, known as
tuition; registration fees, books, and supplies; and housing and meals, also called room
and board.

Credit.

When a bank or business allows its customers to purchase goods or services on the
promise of future payment. Also used to describe any item that increases the balance in
a bank account. Deposits and interest payments are both examples of credits.

Credit bureau.

A company that gathers information on consumers who use credit. These companies
send this information to lenders and other businesses in the form of a credit report. The
three largest bureaus are Equifax, Experian, and TransUnion.

Credit check.

A lender, landlord, employer, or insurer’s inquiry at a credit bureau for the purpose of evaluating the credit history of an applicant.

Credit counselor.

A professional advisor who specialist in helping people with debt and credit problems.

Credit history.

A written record of a person’s use of credit, including applying for credit, and using credit
or loans to make purchases. Also called a credit record.

Credit limit.

The maximum dollar amount the lender is willing to make available to the borrower
according to the agreement between them. For example, if you have a credit card, the
credit agreement will usually specify the maximum amount of money you’re allowed to
charge.

Credit rating.

An evaluation of an individual’s or business’s financial history and the ability to pay
debts. Lenders use this information to decide whether to approve a loan. The credit rating is usually in the form of a number or letter.

Credit record.

Also known as your credit history when provided by a credit bureau to a lender or other
business.

Credit report.

A report issued by an independent credit agency that contains information concerning a
loan applicant’s credit history and current credit standing.

Credit score (FICO).

A numerical rating that indicates an individual’s creditworthiness based on a number of
criteria. Credit scores are used by lenders in the loan approval decision process. (FICO).

Credit union.

A non-profit financial institution that is owned and operated entirely by its members.
Credit unions provide financial services for their members, including savings and lending. Large organizations may organize credit unions for their members, and some companies establish credit unions for their employees. To join a credit union, a person must
ordinarily belong to a participating organization, such as a college alumni association or
labor union. When a person deposits money in a credit union, he or she becomes a member of the union because the deposit is considered partial ownership in the credit union.

Debit card.

A card linked to a checking account that can be used to withdraw money and make deposits
at an ATM and to make purchases at merchants. When you use a debit card, the money will
be deducted from the linked checking account.

Debt.

Money, goods, or services you owe to others.
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Debt-to-income ratio.

A percentage that is calculated by dividing a loan applicant’s total debt payments to his
or her gross income.

Default.

Failure to repay a credit agreement according to its terms.

Deferment.

A limited period of time during which you may postpone your federally guaranteed loan.
The interest on unsubsidized loans continues to accrue during deferment and is capitalized (added to the principal balance) when the deferment ends.

Depreciation .

A loss of value in real property brought about by age, physical deterioration, functional
or economic obsolescence.

Discretionary expenses.

The purchase of goods or services which are not essential to the buyer, or are more
expensive than necessary. Examples include entertainment and restaurant meals.

Dividend.

If a company does well financially, its board of directors may decide to pay a small
amount of its profits, called a dividend, directly back to its shareholders. Dividends are
usually cash, but may also take the form of stock or other property.

Earning power.

The amount of money a person is able to make from his or her work.

Education Savings
Account.

An investment account designed to assist with paying for education-related expenses.
Contributions grow tax-deferred and distributions are not taxed if used for qualified
expenses. Withdrawals for non-qualified educational expenses are subject to income tax
and a 10% IRS penalty. Distributions may be taxable.

Endorse.

To sign the back of a check, authorizing the check to be exchanged for cash or credit.

Equal Credit
A federal law to ensure that all consumers are given an equal chance to obtain credit.
Opportunity Act (EOCA). This doesn’t mean all consumers who apply for credit get it; factors such as income,
expenses, debt, and credit history are considerations for creditworthiness.
Equity.

The value of your investment about the total of your lien (debt).

Equity stripping,
equity skimming.

Also known as foreclosure rescue. Predatory investors or small companies target lowincome, homeowners facing foreclosure and trick them into signing away their equity
and property.

Establishing credit.

Giving lenders the trust and confidence to make loans to you based on a good history of
paying your debts.

Expected Family
Contribution (EFC).

The amount a student’s family is expected to pay toward his or her education, as figured
by the Department of Education, based on the Free Application for Federal Student Aid
(FAFSA).

FAFSA (Free Application The application a student and his or her family completes in order to apply for federal
for Federal Student Aid). student loans.
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Federal Deposit
Insurance Corporation
(FDIC).

An independent agency of the United States government that protects customers from
the loss of their deposits if an FDIC insured financial institution fails. The basic insurance
amount is specified per depositor per insured financial institution. Certain retirement
accounts, such as Individual Retirement Accounts, are insured up to specified amount per
depositor per insured financial institution. Customers can increase the amount of money
insured at any one financial institution by owning deposit accounts in different ownership
categories (e.g., Individual Accounts, Retirement Accounts, Joint Accounts, Revocable Trust
Accounts). Please visit www.fdic.gov for the most current deposit insurance amounts.

Federal work-study
program.

A U.S. government program that provides funding for jobs for undergraduate and graduate students with financial need.

Fees.

Charges for services by a financial institution or lender.

Finance charge.

The amount of money a borrower pays to a lender for the privilege of borrowing money,
including interest and other service charges.

Financial aid.

Financial assistance, such as a loan, grant or works study program, a student receives to
enroll in an accredited educational institution.

Financial institution.

Companies such as banks, credit unions, and savings institutions that provide a wide range of
money management products and services to consumers. Financial institutions collect funds
from the public and place them in financial assets, such as deposits, loans, and bonds.

Fixed expenses.

For an individual, a fixed cost is an expense that stays the same each month, such as rent
or a car payment. For a business, a fixed cost is an expense that does not vary depending
on production or sales levels, such as an equipment lease or property tax.

Flexible expenses.

An expense that you can control or adjust, for example, how much you spend on groceries, clothes, or long distance phone calls.

Forbearance.

A period of time at the lender’s discretion when you’re allowed to postpone or temporarily reduce the amount of your student loan payment due to temporary financial
hardship. Interest continues to accrue on the loan during the forbearance period and is
capitalized (added to the principal balance) when the forbearance ends.

Foreclose, repossess.

The legal process by which an owner’s right to a property is terminated, usually because
of failure to make loan payments as agreed. Foreclosure typically involves a forced sale of
the property at public auction, with the money applied to the remaining debt.

Garnishment.

A court order requiring a portion of the debtor’s wages to be paid to the lender.

Good credit.

A situation in which lenders are willing to make loans to an individual, due to his or her
good history of repaying debts.

Gross income.

For an individual, the full amount of money earned during a specific time period. For a
business, the pre-tax net sales minus the cost of goods sold.

Guarantee .

A lender may require an additional signature on a loan to insure that this person will pay
the loan if you do not.
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Home equity.

The financial difference between what your home or other real estate is worth and the
amount you still owe as debt on the home or other real estate. For example, your home
is worth $100,000 and you owe $75,000 on your mortgage, then you have $25,000 of
equity in your home.

Income.

For an individual, income means the amount of money received during a period of time,
including money received in exchange for labor or services, from the sale of goods or property, or as profit from financial investments. For a business, income is revenues (all the money
brought in) minus cost of sales, operating expenses, and taxes, over a given period of time.

Inflation.

An increase in the general price level of goods and services; a decrease in the purchasing
power of the dollar.

Installment credit.

A loan that is repaid to the lender in equal amounts, over a fixed period of time.

Installment loan.

A loan that is repaid to the lender in equal amounts, over a fixed period of time.

Institutional Student
A document that the Department of Education, after they have reviewed a student’s Free
Information Record (ISIR). Application for Federal Student Aid (FAFSA), sends to educational institutions for evaluation by financial aid officers.
Interest.

The amount of money paid by a borrower to a lender in exchange for the use of the
lender’s money for certain period of time. For example, you earn interest from a bank if
you have a savings account and you pay interest to a lender if you have a loan.

Interest rate.

The amount of interest paid per year divided by the principal amount (that is, the
amount loaned, deposited, or invested). For example, if you paid $500 in interest per year
for a loan of $10,000, the interest rate is 500 divided by 10,000, or five percent (5%).

Investing.

Purchasing something of value (for example, stocks or real estate) with the goal of earning money over time if the value increases.

Late fees.

The charge or fee that is added to a loan or credit card payment when the payment is
made after the due date.

Lease.

A contract by which one party (lessor) gvies to another (lesses) the use and permission of an
item, such as an automobile or apartment, for a specified time and fixed payments.

Lender, creditor.

A business that makes money available for others to borrow.

Liability.

The amount of money an individual or business owes to someone else: a debt.

Loan.

An agreement between a borrower and a lender, where the borrower agrees to repay
money with interest over a period of time.

Minimum wage.

An hourly amount voted into law by the U.S. Congress. All employers in the U.S. have to
pay their employees at least the minimum wage unless their state law says differently.
Some states actually allow some employers to pay a lower minimum wage. Usually these
are very small businesses that only do business locally.

Mobile banking .

Allows an individual to access their financial accounts through a web browser on their
mobile device such as cellular phone.
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Money Market Deposit
Account (MMDA).

A form of savings account that requires a larger balance than CDs or regular savings
accounts, usually $10,000 or more.

Money order.

A document issued by a post office, bank, or convenience store ordering payment of a
specific sum of money to an individual or business. There is generally a small charge for
purchasing a money order.

Mortgage.

A loan to finance the purchase of a home, usually with defined payments and interest
rates. The homeowner gives the bank a lien, called the “mortgage,” on the home, which
serves as collateral for the loan.

Mutual fund.

A type of investment where an investment company sells shares to the public and then
invests the money in a group of investments such as stocks and bonds.

Net income
(Take home pay).

For a business, the amount of money earned after all expenses and taxes. For an individual, total take-home pay after all deductions (taxes, social security, etc.). Also called after
tax income or net salary.

Net worth .

The value of a company or individual’s assets. Including cash, less total liabilities.

Non-sufficient funds
(NSF).

The lack of enough money in an account to pay a particular check or payment. Also known
as insufficient funds. A check with insufficient funds may be returned unpaid to the person
cashing it. This has a negative impact on the check writer’s history of handling his or her
account, and may prevent opening of future accounts. See also Overdraft.

Overdraft.

When there is not enough money in an account to cover a transaction and the bank pays
it on your behalf, creating a negative balance in the account that you need to repay.

Overdraft Protection.

Offered by many banks, overdraft protection is a service that automatically transfers
money from a linked account that you select, such as a savings or credit account, when
you don’t have enough money in your checking account to pay your transactions.

Pay period.

A length of time (for example, one week or one month) used to calculate the amount
workers are paid on their paychecks.

Pay stub.

The additional form that’s attached to the check is called the pay stub. It shows the details
of what you have earned and what amounts have been deducted during the pay period.

Paycheck.

Document issued by an employer to pay an employee for services rendered (could be in
electronic or paper form).

Payee.

The person, company, or organization to whom a check is written: a person or company
who is to receive money.

Personal identification
number (PIN).

A secret combination of letters or numbers you use to gain access to your account
through an electronic device such as an ATM.

Phishing .

Is usually a two-part scam involving email and spoof websites. Fraudsters, also known as
phishers, send email to a wide audience that appears to come from a reputable company
requesting personal information accounts numbers. This is known as a phish email.

Point-of-sale.

When you use a debit card to make a purchase from a merchant at a store, by telephone,
or through the internet.
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Portfolio.

A collection of investments all owned by the same person or organization. For example,
a portfolio might include a variety of stocks, bonds, and mutual funds.

Preapproval.

A written commitment from a lender, subject to a property appraisal or other stated
conditions, that confirms the price of home a potential borrower can afford.

Principal.

The total amount of money borrowed, loaned, invested, etc., not including interest or
service charges.

Profit.

The positive gain from an investment or a business operation after subtracting all expenses.

Rate of return .

The annual rate of return is the percentage change in the value of an investment. For
example: If you assume you earn a 10% annual rate of return, then you are assuming that
the value of your investment.

Real property assets .

Land and anything permanently affixed, including building, fences, trees, and minerals
that has monetary value that is owned by a person or a company.

Reconcile.

The process used to determine if the balance in your account register matches the balance
reported by the bank on your account statement. Also called balancing your account.

Required payment.

The least amount of money to be repaid on a loan or credit card in order to keep the
account in good standing.

Returned item .

This is also known as “non-sufficient funds” or a “bounced check.” If you spend more
money than you have in your checking account, the bank may return the transaction
unpaid and charge a fee.

Revolving credit.

A type of credit allowing an individual to borrow up to a certain amount of money, repay
the money borrowed with interest when it is due, and then borrow the money again. The
most popular kind of revolving credit account is the credit card.

Rule of 72.

A way to estimate the time or interest rate you would need to double your money on
an investment. For example, if you have an investment that’s earning 8% per year, 72
divided by 8 equals 9. This means it would take about nine years for your original investment to double.

Salary.

The same set dollar amount every month in exchange for your work.

Savings & loan.

A financial institution that accepts deposits from individuals, makes home mortgage
loans, and pays dividends.

Savings account.

A bank account that allows a customer to deposit and withdraw money and earn interest
on the balance.

Secured credit card.

A credit card secured by a savings account. The money in the savings account is collateral and may be claimed by the company issuing the card if the account holder fails to
make the necessary payments. Using a secured credit card, and paying according to the
terms of the agreement, can be a good first step for individuals or businesses that want
to establish or rebuild their credit.
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Simple interest.

Interest that is calculated only on the principal sum, that is, the amount of money that
was originally deposited. (By contrast, compound interest is when a financial institution
pays you interest not only on your initial principal but also on the interest your deposit
has earned over time.)

Spending limit.

The maximum dollar amount the lender is willing to make available to the borrower according to the agreement between them. For example, if you have a credit card, the credit agreement will usually specify the maximum amount of money you’re allowed to charge.

Spending plan .

Also known as a budget, a method of tracking your monthly income and expenses.

Statement.

A monthly accounting document sent to you by your bank that lists your account balance at the beginning and end of the month, and all of the checks you wrote that your
bank has processed during the month. Your statement also lists other deposits, deductions, and fees, such as service charges.

Stock.

Certificate of ownership in a company.

Student Aid Report
(SAR).

A document that the Department of Education sends to a student’s family after they
have evaluated the student’s Free Application for Federal Student Aid (FAFSA).

Term.

A period of time over which a loan is scheduled to be repaid. For example, a home mortgage may have a 30-year term, meaning it must be repaid within 30 years.

Training wage.

The federal minimum wage provisions are contained in the Fair Labor Standards Act
(FLSA) for more info visit www.dol.gov/esa.

Transaction register .

A register that allows you to keep accurate records of your deposits and withdrawals. Use
your check and/or savings register to record every deposit and withdrawal you make.

Unpaid balance.

The amount that is still owed on a loan or credit card debt.

Wage.

The money or compensation you earn in exchange for your work is called a “wage” Some
common ways employers pay wages are hourly, salary and commission or some combination of these ways.
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