Banking Unit Outline - Part I

Financial services are the products and services offered by financial institutions (banks)
Examples include:
e Checkbook issuing

e ATMs 2
e Online banking > {/m\
e Debit cards . igg&g

e Financial advice
A bank is a for-profit financial institution where you can deposit your \%
money. Bank characteristics:

e Owned by investors who buy its stock

e Anyone can open an account (all ages)

e Serve people and businesses

e Offer a variety of services

A credit union is a not-for-profit financial institution where you can deposit your money. Credit union
characteristics:

e Owned by its customers

e Only members (and immediate family members) of special groups can join

e Churches, teachers, firefighters, etc.

e Fees and loan interest rates are typically lower than banks

o Offer same types of services as banks

Agencies that protect financial institutions in the case that the institution were to fail:
e Banks: FDIC (Federal Deposit Insurance Corporation) insures accounts up to $250,000

e Credit Unions: NCUA (National Credit Union Administration) insures accounts up to $250,000

Pros and cons of banks and credit unions:

Credit Unions Banks

o Keep fees at a minimum e Charge higher fees

e Offer many services for free e Offer most services for a fee

e Pays a higher interest rate to their e Pay customers a lower interest rate on
customers deposits

o Charges their customers a lower interest e Charge its customers a higher rate of
rate for loans interest for loans.

e Typically the customer must belong to a e ATMS are more conveniently located
specific group to join e Offers larger range of services

e More recognized by the public

Bank accounts that are interest or non-interest bearing:
An interest-bearing account will earn interest
A non-interest-bearing account will not earn interest
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Common bank fees:
=  Overdraft fee is withdrawing more money than exists in your account
=  Monthly account fee is a monthly charge for having an active account
=  Minimum balance fee is when your balance drops below the required amount
= ATM fee is using an ATM that does not belong to your bank
= Checkbook fee is charged when ordering checkbooks

Common savings tools:

Certificate of Deposit

Checking Account Savings Account Money Market Account (D)

Checking account description:
= Used to withdraw cash by:
@ Checks
o ATM
o Debit/ATM Card
= Used to deposit cash by:
o Direct deposit
o Standard deposit
o Transferred in from savings account
=  Used to make bill payments
= Usually not interest-bearing
= Accessed frequently
=  Qverdraft fees

Savings account description:
= Used to save money for goals
= Interest-bearing account
o Higher interest than checking
= Can be transferred into checking account
=  May require a minimum balance
= Usually not accessed as frequently
= Receive quarterly statements

Money market account description:
e Offers higher interest rates
e Interest rates (tiered interest rates) increase and decrease depending on current account
balance
e Cannot be accessed typically more than 5 times per month.
e Requires a higher opening balance ($1,000+)
e Requires minimum balance ($1,000)

Certificate of deposit (CD) description:
= Earns high interest rates for a specific amount of time
=  Guaranteed fixed interest
= Once money is deposited, a CD cannot be accessed until maturity date is reached
= Penalty fees if accessed early
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=  Most CDs aren’t longer than 5 years

A personal check is a written form that states a written amount to withdraw directly from the payer’s
account.

A routing number is a nine digit magnetic code that identifies the financial institution that must pay
funds. (The payer’s bank)

A bank account number identifies the payer’s bank account.

Example of a completed check:

[={m|m]|=]
JOHN M. SMITH
4923 MAIN STREET
ANYTOWN, CO 81234 DATE 9“”““'31 19, 2009
PAY TO THE RBest %OA s“pe’ma" éﬂf |$|?5'—6_5j

Twenty~five and 65/100 - ~ - ~ -~ ~ -~ -~~~ - oo

DOLLARS g

ot oo Baen

E]] Main Street Credit Union
8642 Main Street
Anytown, Ci

_- szgvz?or ‘Par{y yvﬂn . Smith

oo=s0030o0o4Hiy: 1092320004 2008

When withdrawing more than $500 from an ATM:

VOUR}’-‘/WE s
'v.\,":':'-;-::‘.:;li Date 2/26 oy
. . . Py e — N
ATMs have a cash withdrawal limit (usually $500), In order to Cash ;s[50.00 |
. . N —
withdrawal larger amounts of cash you will need to: Fifty and Ootlrs
i o FINANCIAL INSTITUTION
e Complete a withdrawal slip inside the bank OR T R Ehl
“ ” O — _Mu_agauluu_.
e Make a check out to “cash " 00000000' 0008 00000 00000
=  Since making a check out to “cash” does not
designate a persons name, anyone can cash this oiSmoness . 965 ™ um
check if it got into the wrong hands. o Vo i s[B600°]
= Making a check out to your name will serve the same Fifty and % = ootan
FINANCIAL INSTITUTION
purpose and better prevent someone else from Vour Coy. e 2 e
cashing your check. M e Lo signature

| .
00000000 - 0000 00000 0000

Endorsing a check:

= An Endorsement is a signature on the back of a check to approve it to be deposited or cashed
@ A check must be endorsed to be deposited
= Three types of endorsements:
@ Blank
o Restrictive
o Special
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A blank endorsement consists only of the Endorse here [? ; 7‘ e
endorser’s signature. X a/q LU

This is the least secure method to
endorse a check. Once a signature has
been written, permission is granted to

any person who wishes to cash or deposit
the check. DO NOT WRITE, STAMP, OR SIGN BELOW THIS LINE
Reserved for Financial Institution Use

Endorse Here
For Dﬁfwit th:g—/’ctr,t. #HILF4FETETO

X Sallt}r Smith

A restrictive endorsement restricts further
transfer of a check’s ownership.

This is the most secure way to endorse a
check.

DONOTWRITE, STAMP ORSIGN EELOW THIS LINE
RESERVED FOR FINANCIAL INSTITUTION USE

A special endorsement indicates a new

owner of a check. (a.k.a. 3" party) =ndgieaticle

X

In this example, Barbara Trevino was /%# ZZ:, %g nyg@' 6}{
given a check made out to her. Barbara i o
is allowing Eleanor Johnson to take Z—L&Q/ZOV’ MWZ
ownership of her check. Once Eleanor 3 é 7" s

Johnson is handed this check, she will

then endorse her signature on the top DO NOT WRITE, STAMP, OR SIGN BELOW THIS
line next to the X". Reserved for Financial Institution Use

Forms of deposit:

Remote deposit (aka mobile deposit) is the use of a computer scanner or mobile phone to scan images
of checks and deposit them electronically.

A deposit is money that is placed into a bank account

A withdrawal is money that is removed from a bank account

http://northbiz.weebly.com Page 4



Banking Unit Outline - Part I

Cashier Checks vs. Money Orders:

=  More expensive transactions may require you pay for an item using a cashier’s check instead of
cash or even a regular check.
@ A cashier’s check requires a bank to draw on its own in-house funds but also charge a
service fee (usually $10) to the customer
= A cashier’s check is proof to the payee that the funds are fully backed

= A money order is meant for someone who does not have a checking account and who wants to
send a payment through the mail

=  You must present cash to the cashier who will then convert your cash into a money order

*  Money orders usually have a limit of $1,000 and charge a fee of $1.00-$2.00

= Can be processed at post offices, grocery stores, and convenience stores

Opting in vs. Opting Out:

When you sign-up for a checking account, you will be asked whether or not you want to opt-in or opt-
out when making transactions using your debit card.

= Opt-in (by default)
o If there are insufficient funds in an account when making a transaction, the transaction
will clear by opting-in, but the consumer will be charged $20-30 per transaction
=  Opt-out
o If there are insufficient funds in an account when making a transaction, the transaction
will be declined if you opt-out, and no fee will be charged

Bank Statements:

. FIRST BANK OF WIKI
A bank statement shows all , J 1425 JAMES ST, PO BOX 4000 CHEQUING ACCOUNT STATEMENT
. VICTORIA BC V8X 3X4  1-800-555-5555 Page : 1 of 1
transactions that have
occurred in a specific -
. JOHN JONES
timeframe; usually a month. . 1643 DUNDAS ST W APT 27 2003-10-09 to 2003-11-08 00005-
®  Transactions include: [ TORONTOON MK 1v/2 1254567
n
Deposits | Date | Description | Ref. | Withdrawals | _Deposits | _Balance |
*  Withdraws 2003-10-08  Previous balance 055
»  Current 2003-10-14  Payroll Deposit - HOTEL 694.81 695.36
2003-10-14  \Web Bill Payment - MASTERCARD 9685 200.00 495.36
balance 2003-10-16  ATM Withdrawal - INTERAC 3990 2125 47411
2003-10-16  Fees - Interac 1.50 472.61
= |nterest 2003-10-20  Interac Purchase - ELECTRONICS 1975 2.99 469,62
d 2003-10-21  Web Bill Payment - AMEX 3314 300.00 169.62
earne 2003-10-22  ATM Withdrawal - FIRST BANK 0064 100.00 69.62
- 2003-10-23  Interac Purchase - SUPERMARKET 1559 20.08 40.54
ALWAYS check for 2003-10-24  Interac Refund - ELECTRONICS 1975 2.99 4353
accuracy 2003-10-27  Telephone Bill Payment - VISA 2475 6.77 36.76
2003-10-28  Payroll Deposit - HOTEL 694.81 73157
2003-10-30  Web Funds Transfer - From SAVINGS 2620 50.00 78157
2003-11-03  Pre-Auth. Payment - INSURANCE 3355 748.02
2003-11-03  Cheque No. - 409 100.00 648.02
2003-11-06  Mortgage Payment 710.49 -62.47
2003-11-07  Fees - Overdraft 5.00 -67.47
2003-11-08  Fees - Monthly 5.00 7247
*+ Totals ** 1,515.63 1,442.61
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Reconciling (aka Balancing) a Checkbook:

Reconciling a checkbook allows you to compare information in your own records to the information
from the bank’s records. You will compare your checkbook register to your bank statement. Once your
records and the bank’s records match, you have balanced your checkbook.

Outstanding checks are checks which have been issued by the payer (you), but have not yet been

printed on a bank statement.

Outstanding deposits are deposits made at a bank but have not yet been printed on a bank statement.

A bank reconciliation form accounts for the differences between the bank statement and a checkbook

balance

Checkbook Register
e MJ TRANSACTION DESCRIPTION e | l=] 25t s BALANCE
b 2/14] Deposit into new checking account 3 s 200000 +200/00
20000
W  B/12| Bought new checkbooks 20/00 -2000
. . . 180
What information is #100 [5/14] Fine Foods - Groceries 2311 -2311
. . 15
printed in your D  [5/14] Deposit for mowing the Smiths yard 30/00 ‘3%%
. 186/89
checkbook register #101 |5/14] Baseball Registration 50000 -50
h d 13 ﬁg
that does not appear 3000
ATM  |5/15)| ATM Withdrawal 40|00 %6
on the bank EFT Cell Phone Bill (online) 23
5/16|| Cell Phone Bill (online 55|00
statement? 41,89

What information is
printed on your bank
statement that does
not appear in your
checkbook register?

Bank Statement

FIRST BANK OF WIKI

1425 JAMES ST, PO BOX 4000
VICTORIA BC VBX 3X4  1-800-555-5555

S

JOHN JONES
1643 DUNDAS ST W APT 27
TORONTO ON M&K 1v2

5/12/2014 Deposit into new Checking Account
5/12/2014 New Checkbooks
5/15/2014 ATM Withdrawal First Bank of Wiki
5/16/2014 Cell Phone Bill ATET Payment
5/30/2014 Account Fee

**TOTALS™™

12
13
14
15
16

Statement period | Account No. |

2014-05-01 to 2014-05-30

[oate | Description | Ret. | Withdrawals | _Deposits | _Balance |

$

CHEQUING ACCOUNT STATEMENT
Page : 101

00005-
123-456-7

200.00 200.00

20.00 180.00

40,00 140.00
55.00 85.00
10.00 75.00
12500 $ 20000 § 75.00
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