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Course:  Consumer Economics

Unit:  Money and Banking

Lesson:  Banking

Competency Objectives:
Adult learners will complete the basic documents for checking. 




Adult learners will differentiate between simple and compound interest.




Adult learners will specify types of accounts that have more/less restrictions and

liquidity.

Suggested Criteria for Success:
Adults write checks and deposit slips.  

Adults record transactions in a check register.

Adults choose compound interest over simple interest as the way to earn more in the same period of time.

Adults rank accounts in terms of their restrictions, liquidity, and interest rates.

Suggested Vocabulary:
Checking
Savings

CD

Money Market Account




Deposits

Withdrawals
Transaction
Balance




Bill

Receipt

Principal
Interest

Liquidity
Compound Interest

Rate of Return

FDIC (Federal Deposit Insurance Corp.)

Yield

Suggested Materials:
 Saving:  Take Control of Your Personal Finances.  This is one of a series of consumer education booklets by the ABA Education foundation, a subsidiary of the American Bankers Association.  See Suggested Resources below for order information.

 Handouts for each student of completed and blank checks, deposit slips, and check register.  You can get basic documents from a local bank.  One copy of each document and a copy machine will provide you with sufficient working resources.  An alternative source for these basic documents is at the website http://www.teachercreated.com/pdfs/lessons/020927im.pdf.

 Instructor copy from http://humanities.byu.edu/

.  Click on Centers and Institutes (left side) then on English Language Center.  Click on Teacher Corner.  Click on Adult Education ESL Teacher Guide.  Click on Section III.  Click on Lesson 7, Dictation Exercise.

 Paper and pens or pencils.

 Optional:  fliers from local banks describing their checking services.

 Information about Simple and Compound Interest rates from the following sites:

http://www.webmath.com Click on Math for Everyone from the listings across the top of the page. Under Personal Finance, click on Compound Interest. Put in the following numbers to get an explanation of the problem used later in this lesson.  Principal = $1000; interest rate = 4%; times per year = 2; number of years = 5.  Click on Find my new amount of money! and you will get both the answer and an explanation of the calculation.  Return to Personal Finance, click on Simple Interest, and enter:  Principal = $1000; interest rate = 4%; annual interest; after 5 years.

http://www.teacherschoice.com.au/mathematics_how-to_library.htm  Free Mathematics How-to Library:  Click on Money, then on Compound Interest.

 Access to a computer with internet and an LCD projector is desirable.  A calculator is a viable alternative.  Be sure you know how to figure numbers to the nth power.  Your purpose is to demonstrate the concept of compound interest, not to teach the math involved.  Internet calculators programmed for the purpose allow you to make your point repeatedly with different sets of figures, but without the time required for the mathematical calculations.

 Make one copy per student of the information located at http://www.bygpub.com.  Look for the part of a dollar bill.  Click on Understanding and Controlling Your Finances.  Click on Part 2.  Incentives.   Click on Weekly Investment Calculator located below the article entitled Approach 1 Becoming a Millionaire.  Before you print this article, put in a weekly contribution of $5 at an interest rate of 4%. 

Suggested Resources:
NOTE:  Some of these resources are intended for school-age learners.  The information is pertinent and clear.  However, please scrutinize what you plan to use, and work with these material to eliminate references to lower grades, children, youth, teens, etc., which could offend adult learners.
www.aba.com.  The American Bankers Association Education Foundation has free booklets on Budgeting, Saving, and Credit.  Contact 1-800-886-3346 or email EduFoun@aba.com.  These have budget worksheets and are available in both English and Spanish.  (From the www.aba.com address, click on Products (left side of screen).  Then click on Main Menu, followed by Alphabetical List (center screen).  Move down the page until you come to Consumer Education Booklets:  Budgeting, Credit, Checking, Savings.)

www.aba.com.  Under Navigate aba, click on Consumer Connection for resources on Banking Services, Personal Finance, Consumer Protection, and for Interactive Calculators and Quizzes.

http://www.teachercreated.com  Click on Free Stuff (across the top of the page), then on Free Lessons and Activities.  Then click on here, under Free Lesson Plans and Activities.  Under Math, Intermediate Grades 3-5, click on Checking Account.  Finally, under Activity Sheets near the bottom of the page, click on Click here.)  The Checking Account lesson (grades 3-5) has good, printable check and deposit slip samples, check and deposit slip blank forms, and a check register sample and blank form.  To access these forms directly try 

http://www.teachercreated.com/pdfs/lessons/010810im.pdf or

http://www.teachercreated.com/pdfs/lessons/020927im.pdf
Instructor copy from http://humanities.byu.edu/

.  Click on Centers and Institutes (left side), then on English Language Center.  Click on Teacher Corner.  Click on Adult Education ESL Teacher Guide.  Click on Section III.  Click on Lesson 7, Dictation Exercise.  This is a lesson on listening comprehension on the topic of banking.

Instructor copy from http://humanities.byu.edu/

.  Click on Centers and Institutes (left side), then on English Language Center.  Click on Teacher Corner.  Click on Adult Education ESL Teacher Guide.  Click on Section III.  Click on Module XI under Lesson 7 for suggestions on using the listening comprehension lesson.

http://www.jumpstart.org/.  Scroll down.  Beneath the calendars, click on click here for the 12 Principles for Personal Financial Literacy and a lesson plan for each principle.  Applicable lessons are Compare Interest Rates (May), Pay Yourself First (June), Money Doubles by the “Rule of 72” (July), and Start Saving Young September).  Try http://www.jumpstart.org/principles.cfm for direct access.

http://www.eduref.org/   Click on Lesson Plans at the top of the screen.  Click on Social Studies, then on Economics.  Click on Teaching Basic Banking Principles for a lesson plan addressing money, money supply, reserve, and net worth.

http://www.esolcamba.org/checking.html  An online exercise on reading a bank statement.

Check with your local BB&T branch office about Spanish language audio tapes produced by BridgeWorks to educate this ethnic group about the banking industry.  (Use your favorite search engine to look for CC&T BridgeWorks.)

http://www.practicalmoneyskills.com  Click on Lesson Plans across the top of the screen.  Scroll down to College Lesson Plans and choose Lesson 8, “Saving and Investing.”

http://bogglesworld.com/bank_roleplay.htm  This banking role-play includes a bank teller activity sheet, a bank client activity sheet, and realia (bank cards, photo IDs, “money,” checks, and bills).  

Suggested Methods:  Lecture, Discussion, Hands-on Practice, Journal Work

Some Suggested Steps:

Types of Accounts.  Ask students if they have bank accounts so you can adjust your lesson according to the skills and knowledge that students already possess.  People have different types of accounts for different reasons.  Do your students have Checking Accounts, Savings Accounts, Money Market Accounts, and CDs?  What are each of these types of accounts?
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Checking.  Checking accounts keep your money safe and provide you with a complete record of all transactions.  Define with the class the words check (a written order to a bank to pay the amount specified), and deposit (putting money--cash and checks--in the bank), and withdrawal (taking money out of the bank).

Part 1.  Distribute handouts on checks, deposit slips, and the check register.  Demonstrate their use.  Before you do the exercise below, you may need to teach some additional vocabulary if students do not understand the wording on checks and deposit slips.  For example, pay to the order of, signature, list checks singly.  

Explain that signature means to write, not print, their name.  Another area that may be confusing is completing the deposit slip when several checks are being deposited with one deposit slip.  Clear up these areas and try the following activities.

Divide the class into small groups.  One person in each group is designated as the banker (or teller). Then work through the transactions listed below.  Everyone (bankers included) does all transactions.  The instructor checks the work of the banker for each group, and the bankers check the work of others in their group.  Assign a date to each of the transactions that is appropriate to the time you are teaching this lesson.

Exercise:  Transactions for a Checking Account

· You start an account with $100 cash that you take to the bank on (give date).  The bank issues you checks and a check register.  Record the beginning balance in your check register.

· You employer pays you by check.  Your wages are $400.  Make out a deposit slip to take to the bank with your salary check.  Record the transaction in your check register.

Have the Banker check everyone in the group.  Appoint a new Banker for the next transactions.

· You receive an electric bill for $58.20 from Greedy Power Company, Box 7891, Othertown, NC  34567.  Make out a check to pay the electric bill.  Record the transaction in your check register.  What will you do with the check?

· You receive $80 cash from your spouse.  You spend $12.95 and deposit the rest.  Make out your deposit slip.  Record the transaction in your check register.

· You employer pays you by check.  Your wages are $400.  Make out a deposit slip to take to the bank with your salary check.  Record the transaction in your check register.

Have the Banker check everyone in the group.  Appoint a new Banker for the next transactions.

· You pay the rent with a check for $600 to Garden Apartments and give the check to the apartment manager.  Record the transaction in your check register.

· You buy groceries and pay by check at Friendly Market.  Your bill totals $47.88.  Make out your check.  Record the transaction in your check register.

Have the Banker check everyone in the group.  Do all the check registers balance?

Part 2.  Read the dictation from http://humanities.byu.edu/


 (see Suggested Resources above to locate the dictation precisely.)  Read the sentences through once before you ask students to write them.  For the writing exercise, read each sentence clearly and slowly with appropriate pauses for students to write.  Use the board or overhead projector to write the paragraph and allow students to check their work.  Review aloud, asking for any questions.  Follow with the comprehension questions from this same internet address. 

Part 3.  Banks differ in the services provided and the charges made for checking accounts.  Even the same bank may have a number of checking accounts with different features.  Some features to know are

· Minimum Balance

· Monthly Service Fee

· Unlimited Check Writing 

· Unlimited Bank Teller Transactions 

· Unlimited Person-To-Person Telephone Access 

If you want to compare services from different banks, distribute checking account fliers from area banks and let students discuss and chart the similarities and differences.  For some classes, you may want to eliminate this exercise.  For others, you may modify it to a discussion of some differing features of accounts like minimum balance, monthly service fee, and unlimited check writing.

**************************************************************************************

This is a good place to split this lesson.  Assign the accumulation portion of the Savings Project in the Journal Work, i.e., let students see how much change they accumulate in a week.

**************************************************************************************

Savings Account.  Checking accounts are good to pay bills, to keep accurate and traceable records, and to avoid carrying large amounts of cash.  But sometimes you need money for emergency expenses or a valued goal.  Introduce the concept of saving.  

Ask students if they save and how they determine what their savings will be.  Frequently people think they will save whatever they have left.  Another way to look at savings is to pay yourself first.  Make savings a high priority in your budget.  Your money then works for you, moving you toward your goals with either simple interest or compound interest.  A savings account keeps money easily available to you (provides liquidity) while it earns interest.  How does interest work?  Show students about simple and compound interest.  Try to teach the concept of compounding without extensive emphasis on the math.  Access to the internet sites given on the next page is helpful in this regard because you can illustrate without spending time on calculation.

With simple interest, you earn interest payments from the principal only.  With compound interest, your interest payments are reinvested and you and earn interest on both the principal and the interest.  Make sure students understand this difference.  An interest rate compounded by reinvestment has a yield that is higher than the interest rate itself.  Tell students always to look at both rate and yield.

Though your primary purpose is teaching the concept, prepare to support your statements with the math. See Suggested Materials above for directions using http://www.webmath.com. 

Show students the following formula for calculating interest:  A = P (1 + r/t) t*n .

When

A =  amount in your account at the end of a year

P =   principal

r =    rate of interest (usually for a year)

t =   number of compounding times per year

n =   number of years

Work the following example with the class:

Anna invests $1000 at 4% interest for 5 year.  What will be the difference in her earnings with simple and compound interest if the interest is compounded twice a year?.  NOTE:  If you want to make the contrast between simple and compound interest more striking, do the same problem with a higher interest rate.

Simple Interest:

A = P (1 + r/t) t*n



You can also use the simpler formula A = P*r*n

A = 1000 (1 + 0.04/1) 1*5
A = 1000 (1.04)5
A = 1000 (1.216) 

A = $1216

Compound Interest

A = P (1 + r/t) t*n



You can also use the simpler formula A = P*r*n and 

A = 1000 (1 + 0.04/2) 2*5


add the new principal to the old principal each time before

A = 1000 (1 + .02)2*5


repeating the calculation.  

A = 1000 (1.02)10
A = 1000 (1.218)

A = $1218

If you have internet access at your teaching location, the following sites have online calculators.

http://www.webmath.com Click on Math for Everyone from the listings across the top of the page. Under Personal Finance, click on Compound Interest or on Simple Interest.

http://www.pine-grove.com has Loan*Calculator! Plus, a free downloadable compound interest/simple interest calculator with calendar math.

http://www.1728.com/compint.htm figures compound interest.

http://www.finaid.org/calculators/compoundinterest.phtml shows the effective interest rate for an investment compounded at different intervals.  This is a good site for quick calculations on yearly, quarterly, monthly, and daily interest compounding.

www.creditexpert.com.  Click on Credit Tools, then on Calculators.

Distribute the handouts you have made from http://www.bygpub.com.  (See Suggested Materials.  Before you print this article, put in a weekly contribution of $5 at an interest rate of 4%. 
)  Make the point that a small amount of money saved regularly can accumulate substantially with compound interest.  By saving a small dollar amount students can see how much they will have at the end of 1, 2, 3, 4, 5, 10, 15, 20, 30, and 40 years.  If you have computer access and a LCD projector when you are with the class, you can do several different calculations to show how a small amount saved regularly will accumulate.

Money Market Account.  A money market account typically requires a large minimum balance, has limited check writing privileges with charges if you exceed the number of checks permitted in a statement period, and has transaction limits.  So why would you want such an account?  There are two reasons:  
(1) money market accounts have higher interest rates (often compounded daily and credited monthly) and 
(2) you can still withdraw your money without penalty if you need to do so.

Certificate of Deposit.  A Certificate of Deposit is a good choice if you won’t need your money for a long time period, usually a year or more.  CDs usually require a specific (fairly large) minimum amount of money.  You agree not to withdraw your money for the time period of the CD.  If you withdraw your money before the end of the time, the bank will charge a penalty.  The interest rate for a CD is usually higher than the interest rate for a Money Market or a Savings account because your money is not as available to you.

Review.  

Put these words on the board:  Savings, Certificate of Deposit, Checking, and Money Market.  

Have students arrange them from the one with the greatest liquidity to the least liquidity. (C, S, MM, CD)

Arrange them from the one that typically earns the highest interest to the lowest interest. (CD, MM, S, C)

Ask students if they would have more money at a 4% interest rate if their account is compounded yearly, semi-annually, quarterly, monthly, or daily?  (http://www.finaid.org/calculators/compoundinterest.phtml)

Have students identify the account that most closely matches each of the following descriptions.

1) This account requires a large minimum balance and limits the number of transactions per statement period in return for a higher interest rate.  (MM)

2) This account lets you do many transactions but pays little or no interest. (C)

3) You agree not to withdraw any of your money or do any transactions for a specified period of time in order to earn high interest.  (CD)

4) You can start this account with a small amount of money, you can get your money out at any time, and you earn interest, but you typically are limited in the number of transactions each statement period. (S)

Journal Work:

Savings Project:  Keep a glass or jar and put all your change in it each night for a week.  At the end of the week, count the money.

· How much money did you accumulate?

· How much money will you have in a year if you save this same amount every week?

       (52 weeks x the $ amount of your change)

· Suppose you use your year’s change to open a savings account.  What will be your opening balance? (52 weeks x the $ amount of your change)  

· If your savings account earns 2%, compounded monthly, how much will you have at the end of the first month without adding any more to the account?  (A = P(1 + .02/12) 12*1
Suggestion to the instructor:  Use http://www.bygpub.com to give feedback to each student about how much he/she will have at the end of 5 years if he/she continues to save weekly the amount of change that he/she accumulated in the one week experiment. Assume an interest rate that is consistent with today’s current earnings.  (To get to the calculator from http://www.bygpub.com, look for the part of a dollar bill.  Click on Understanding and Controlling Your Finances.  Click on Part 2.  Incentives.   Click on Weekly Investment Calculator located below the article entitled Approach 1 Becoming a Millionaire.)


Writing Assignment:  In your home country, what is the (usual) attitude that people have toward money?  Do you think that people in America view money differently?  Has being in America changed the way you spend or save money?

Alternate Writing Assignment:  What things can you and your family can do to save money?  Examples might be to buy items on sale, to use coupons, to take your lunch to work instead of eating out.

As the instructor, you may want to review http://www.bygpub.com/finance/ (Understanding and Controlling Your Finances) for additional savings ideas.
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