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YOUR BANK AND YOU

Random Facts & Stories

Failing Financial Education
68% of U.S. high school seniors failed a 2002 financial survey, an increase over the 59.1% failure rate in 20000 and the 44.2% failure rate in 1997. 

Deseret News, Oct. 16, 2002

Education Effects Income





Monthly
Yearly

Income (40 years)

Without a High School Diploma 
$1,505

$18,062
$   722,480

High School Diploma


$2,171

$26,059
$1,042,360

Bachelor's Degree


$4,140

$49,674
$1,986,960




Master's degree


$5,048

$61,003
$2,440,120

Doctorate



$6,666

$79,986
$3,199,440

U.S. Census Bureau, December 2001

If you earn a high school degree you will make an additional $666 per month more than if you do not finish high school.

If you complete a four year college degree you will make an additional $1,968 more per month than an individual who just completes high school.

If you continue you education and receive a Master's Degree you will make $944 more per month than an individual with a Bachelor's degree.

If you get a Doctorate degree you can expect to make $1,582 additional income per month than an individual with a Mater's Degree.

Who is the greatest athlete of all time?  When asked this question most students will generally answer, Michael Jordan.  I then ask the class if they know how much money he made his final year with the Chicago Bulls?  After letting the class guess, I inform them that he made approximately 73 millions dollars that year between his basketball paycheck and product endorsements.  Then I ask the class why they were willing to pay him 73 million and only pay a cashier at Wal-Mart minimum wage?  Usually the class will say that they didn't pay him.  I then ask them if they watched NBA basketball, eat at McDonald, drink Coke, wear Hanes underwear or drink Gatorade.  If you do, then you helped pay his 73 million.  Eventually the discussion should turn to the fact that Michael can do something that very few if any other basketball player has been able to do.  

The reason he is paid so much money is because he has developed a skill that is not easily duplicated.  I then go back to the Wal-Mart cashier and ask how long do you think it takes to train a Wal-Mart cashier?  The discussion will usually result in a decision of not very long.  (You have to be careful because you may have children whose parents are cashiers.)

I like to explain that if you choose to be a cashier you can still be the best cashier and exhibit above average personality skills, but if the job that you do can be easily duplicated you generally are not paid very well and you have a less job security.  I like to find out at this point what jobs the students have and how much they are paid.  In the High School level the higher paid students make generally $8 to $10 per hour.  When you ask what they do for work, generally they have developed some skills or have a job like telemarketing that people won't take unless they are paid a premium wage.    

One of the challenges that I issue each high school class I teach is that students will commit themselves to developing a skill that will distinguish them.  I don't care if it is through higher education, trade school, apprenticeship etc. I ask them to commit that they will do something to build a skill to help them earn a fair wage.  I tell them that money does not equal happiness, but it does help reduce financial burdens.

Credit Reports

The best way that I have found for students to understand credit reports is to compare them to school grades and the student's GPA.  If I go into a class and talk about a C student every one in the class can relate or image the study habits of a C student.   If I talk to a banker about a person with a 500 credit score the banker automatically picture a certain type of payment history.   To strengthen this analogy I like to talk about a Freshman student who got straight D's his first semester and decides that he will put forth an additional effort and change to a straight A student.  Most students can image this and believe that this student could make the change.  If this same story is retold except the student is in his final semester of his senior year the students generally don't believe a straight D student could change to become an A student.  I then switch back to the credit report, and explain how a long credit history of bad credit versus, one bad strike on a credit report is viewed.  People's behaviors generally repeat themselves and how that is reflected and measured by credit scoring.

Credit Cards

I like to pull out a credit card and ask the students if it is good or bad?  Generally the student will say that credit cards are bad.  Next I tell them that I am bringing in a cherry-red convertible Corvette next class and I am going to give it to one of the students.  Is this good or bad?  I always get a 'that would be good' response.  I tell them that after they receive the car and are driving away they look in the back seat and notice that it is full of beer.  Does this make it good or bad?  Generally, they will say that this makes the car bad.  I ask them if the car is going to drink the beer?  I tell them that the car is neither good or bad it is just a tool to get you from point A to point B.  Some tools can get you there faster or make you feel cooler as you are getting from point A to point B.  Does the car choose to speed out of control or run a stop sign?  Of course not, a car is simply a tool that can be used wisely or foolishly.  A credit card is also a tool.  It can be used wisely or foolishly.  

If I can uses someone else's money for free for two months is this not a great tool?  I charge the item one month, don't get the bill for a month and then have one more month before the bill is due.  This is where I try to teach them to only charge what they can afford to pay off each month.  The problem is that we have companies that are spending millions of dollars a year to convince us that we won't be happy unless we have their product.  Ask the girls in the class if they have bought an item of clothing and never worn it in public?  You will generally get a number of people that will admit that they were convinced into buy something that was so ugly that they couldn't ever wear it in public.      

Credit score and child abuse

Book out a vehicle before you buy 

If you took a test without studying how do you think you would do?  If you don't book out a car before you make an offer, how well do you think you will do?  This is the second commitment that I ask of the students.  Before they ever make an offer on a vehicle they will come in and see me or another bank and book out the vehicle. 

NADA vs Kelly Blue Book

How to establish credit

Reop stories - who owns the vehicle

Columbia House & BMG CD Clubs

Entering contract before your eighteenth birthday.

Protect SS# from fraud Gerber story

Co-signer - what does it mean

I only signed to help him get the loan, not to pay if he defaulted

Why have overdraft protection - balance your check book monthly
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