[image: image1.png]



YOUR BANK AND YOU
SAVINGS
1. Pay Yourself First

Begin by asking the students, “What are some of the things that people save money for?”  Discuss this for a minute but steer the options by noting the following on the board, in order, to facilitate the idea of short term, intermediate and long range savings goals
· Unexpected events such as loss of job, car repairs, or hospitalization

· Vacation, large purchases like furniture, or appliances

· College education

· Down payment for a house, car, or other large purchase

· Retirement

Next ask the students, “What does “paying yourself first” mean to you?”  Why do you think that you should pay yourself first?

Discuss this briefly and then tell them, “You are at the end of the month with $20.00 left.  You can take it to the bank and deposit it into savings or go out for a movie and pizza. Which one wins?”  Explain that, human nature being what it is, the movie and pizza will win every time!  It is really hard to put money into savings unless you are focused on some kind of goal.  Show the transparency/slide Benefits of Paying Yourself First and explain how the following ideas are true.
You can:
· Manage your money better by learning discipline and the savings culture.
· Increase your savings by regularly adding a specific amount to your account.
· Improve your standard of living by spending less than you earn and paying cash for things for which you have saved.
· Set goals for items that may seem unaffordable but which you can realize by saving.
· Escape the bondage of oppressive consumer debt.

Turn to the Pay Yourself First worksheet and have the students list some of their 
goals.  Have them put them into three groups representing short term, 
intermediate and long term goals.
2. Savings Tips

Explain that many people spend all the money they make, and more (This is a 
good segue to the idea of consumer debt and bankruptcy).  Ask if the students 
think saving is easy.  Though it is not easy, does that mean saving money is not 
important?  Refer to their goals and ask just how important they are?  Next 
state, “Some people believe they don’t have enough money to start saving.  Do 
you need to have a lot of money before you can save?”  Show the next slide and 
discuss the items and how they can help people (especially novices) begin saving 
habits.
If you can:

· Consider needs vs. wants (pizza, movies, concerts) you can discriminate between items that will use your money frivolously and thereby curtail your spending.
· Cut out frivolous, binge, or impulse spending you can save $10.00 per week.  This equates to roughly $500.00—enough for a 36 inch TV and a DVD player.
· Use direct deposit to savings (or automatic transfer) you can save without thinking about it or even handling the money.  It removes much of the temptation to spend it.
· Discipline yourself to save, the habit will carry over into your other obligations and you will tend to pay your bills on time to avoid late fees, finance charges, service disconnects, eviction, repossession or bill collectors.
· Use a checking account instead of check-cashing stores; you will eliminate their horrendous fees.  (Check cashing facility: over 500% interest on an annualized basis)

· Save/deposit extra money from raises or bonuses your savings balance will grow without the pinch of budgeting monthly income (or increase it geometrically if you do both)
· Keep making loan payments to yourself after paying off your loan you will build your savings easily because you are already used making the payments.

· Save/deposit cash gifts your savings will see windfall gains because it is out of budget money.

Have the students turn back to the Pay Yourself First worksheet.  Ask them to 
write down some tips they can implement to save for their own goals.  Explain 
that people are different and that some things work for some and some are better 
for others.  Use the tips that work for you.
3. Compound Interest


When you compound interest, you earn money on the interest you leave in your 
account (earning interest on your interest).  Interest can be compounded daily, 
monthly, quarterly, or annually.  Tell the students, “You should find out which 
your savings account is.  Not all savings accounts are created equal!  Let me show 
you why!”  Show the Compound Interest Slides:

· Annual Compounding

· 5 and 10 Years

In your discussion, help them see the difference between interest with and without 
compounding.  Also show them the effects of long term compounding.
4. Savings Accounts


Show the Savings Account Slide and explain the different account types and why 
they would use each.  Emphasize the difference between short, intermediate and 
long term savings goals and which savings instrument is appropriate for each.
· Statement savings account

· Money Market account

· Certificate of Deposit

· IRA

5. DEFINITION

Annual Percentage Yield, or APY, is the amount of interest you will earn on a 
yearly basis expressed as a percentage.  The APY includes the effect of 
compounding.  When comparing different accounts, you should compare the 
APYs of the savings products, not the rates.

6. Saving $1 a Day and Saving $5 a Day

Let’s discuss some ways to protect ourselves in the event of unexpected financial 
surprises or problems.  Show the slide Saving $1 a Day and Saving $5 a Day.  
This demonstrates the effect of saving more money and how just a little more 
savings makes a lot more money over time.  Next show them the Financial 
Security Net slide.  Explain how the following items are alike.  Discuss examples 
of what kinds of things can come up in each 
category. Help the students 
understand the idea of risk management.  What is the alternative—debt?
· Emergency Savings Account
· Health Insurance

· Life Insurance

· Auto Insurance

7. Investment Pyramid

An investment is a savings option that you purchase for future income or financial 
benefit.  Many banks now sell investment products, such as mutual funds.


Although some investment products are sold at banks, they are not the same as 
deposit accounts and your money is not federally-insured.  When you invest your 
money, there is a greater risk of losing it than if you put your money is a savings 
or other deposit account.  There is a possibility you might lose the entire amount 
you invest if the investment does not perform well.


However, because of the risk you take, there is also the opportunity for your 
investment to earn more than your regular savings account might.  The higher the 
risk, the higher the expected return on investment.  Show the slide representing 
the Investment Pyramid.  Explain briefly and give examples of investments in 
each area. 
Listed from the most risky to the least risky
· IPO’s (Initial Public Offerings), Penny Stocks
· Small Cap Stocks, Real Estate, Diversified Mutual Funds, & Corporate Bonds
· Blue Chip Stocks, Government Bonds & Annuities
· Savings Accounts & CDs, U.S. Savings Bonds, Money Market Funds & U.S. Treasury Instruments

8. Decision Factors


Show the slide entitled Decision Factor and discuss the decisions students should 
be prepared to make regarding investments before they get involved.
· How much do you want to accumulate?
· How long can you leave your money invested?

· How do you feel about risking your money?


Discuss the following as considerations in how, where, how long and how much 
money the students feel comfortable investing in the market.

· If you think you might need access to your money right away, it might be best for you to keep it in a savings account where you have immediate access.  Discuss the idea of liquidity.
· If you are not comfortable with risk and cannot afford to lose the money, take less risk by depositing money in an insured financial institution.  Shop around for the account that best meets your needs.  Discuss the FDIC.
· If you have some money you won’t need for several years, you might consider different investment options, such as stocks, bonds or mutual funds.
PAGE  
1
©Utah Bankers Association January 2004

