
2 Banking 

QUESTION 1 

What’s the purpose of balancing or monitoring your checking account? 

A. To stop identity theft from occurring 

B. To keep an estimation of how many checks you write 

C. To find out which checks you have bounced 

D. To help you calculate how much money you have in your account 

QUESTION 2 

Which of the following is a unique feature of credit unions? 

A. Credit unions are typically owned and run by their members. 

B. Credit unions limit membership to certain people or groups. 

C. Credit unions offer a wide variety of banking services. 

D. Both A & B 

QUESTION 3 

Savings accounts usually offer _________ interest rates than checking accounts. It is _________ 

to access your money in a savings account than in a checking account. 

A. lower; easier 

B. higher; easier 

C. lower; harder 

D. higher; harder 

QUESTION 4 

What part of a check is the LEAST important? 

A. Signature line 

B. The check number 

C. Routing number 

D. Memo line 

QUESTION 5 

Which of the following is NOT one of the responsibilities of the Federal Reserve? 

A. Establishing the federal budget 

B. Setting the nation’s monetary policy 

C. Maintaining a stable banking system 

D. Supervising the Reserve banks 

Your Banking Options 



Imagine you get a birthday card from your favorite relative and inside is a nice surprise: a crisp 

$10 bill. You immediately start dreaming about what you're going do with that cash, but if you 

don't run out and spend it right away, then you're going to need a place to keep it safe. You could 

stash your dough in a jar on the shelf. Or sneak it under your mattress. Maybe you dig a hole out 

in the yard and bury it there. Of course, you might never find it again, or worse - your little 

brother or sister finds it and then you're totally out of luck. So what's the safest option? Putting it 

in a bank. Not only is it the safest place for your cash, but it'll also help you earn interest on your 

savings. This will be especially important once you start saving and using money more 

frequently. But before you do that, you'll need to know about different types of banking options 

to help you decide which one is right for you. 

You've probably seen big bank buildings in your town or passed by a bank on the way to school. 

Most likely, this was a retail bank or a credit union. Retail Banks offer services like savings and 

checking accounts, mortgages, personal loans, debit cards, and credit cards. For the most part, a 

retail bank deals directly with individual customers like you, but they may also serve businesses. 

You may also have seen credit unions, which are not-for-profit cooperative banks that are 

privately owned and controlled by their members. Credit Unions offer many of the same services 

as retail banks, but to join a credit union, you have to become a member. This is usually 

restricted to people living or working in a certain area or working for a specific organization or 

industry. For example, there are credit unions whose membership requires that you be a student 

or employee at a university or be a member of the military. 

Then there are banks you won't see in person because they only exist online. Online banks are 

similar to retail banks. You can access services like savings and checking accounts, and debit 

and credit cards, but you won't find a physical location near you. Instead, you'll have to fire up 

your web browser or download an app, because they do their business online. 

Finally, we should say a quick word about payday lenders and check-cashing services. To be 

clear, these are not banks. While they do provide some banking services, they also come with 

high rates and fees. Payday lenders allow you to receive a loan in the form of cash before your 

payday. Check-cashing services cash your paychecks for a fee. As convenient as this sounds, 

payday loans and similar services usually charge extremely high fees and interest rates - 

sometimes over 400% - which can make them more difficult to pay back over time. Because of 

this, it's important to weigh the short-term and long-term costs of using these services and 

consider what other free or low-cost banking options are available to you. 

Standard banking options, like credit unions, retail banks, or online banks, will generally meet all 

your banking needs, but you'll want to fully understand the differences between them before 

deciding where to open your checking and savings accounts. 

Banking Options Practice 

Instructions: Select the financial institution that is being described. Click all types that apply - 

some statements have more than one correct answer. 



RAs you've seen, each financial institution will have a different mix of features and services. 

Review each statement and click on the financial institution that matches the description. Note 

that some statements have more than one correct answer -you'll have to click them all to move 

on. 

Answer choices: Retail Bank, Credit Union, Online Bank 

Question 1: Usually provides access to online banking options. Retail bank, online bank, credit 

union 

Question 2: Membership may be exclusive to certain people or groups, like members of the 

military or people who work in a specific industry. Credit union 

Question 3: Ability to meet with a bank representative in person. Retail bank, credit union 

Question 4: Access to checking and savings accounts. Retail bank, online bank, credit union 

Question 5: Owned and run by its members. Credit union  

Question 6: Access to local ATMs. Retail bank, online bank, credit union 

These are some of the typical differences between each of these financial institutions, but before 

you open an account, it's a good idea to look into the specific services and features offered at that 

institution. That way you can make sure it has the right mix of features and services to meet your 

banking needs. 

The Federal Reserve System 

The country is filled with debate about what goes into our food. Immigration is on everyone's 

mind. The stock market is uneven, and campaign finance reform is in the air. The year...? 1907 - 

over 100 years ago. Then, in October... a panic - the banker's panic of 1907. Fearing economic 

uncertainty, people all over the country rushed to their banks to withdraw their money. But the 

banks couldn't return everyone's deposits: they didn't have enough money. Many banks went 

bankrupt, and the New York Stock Exchange lost almost 50% of its value before it was through. 

Six years later, in 1913, the Federal Reserve Act was put into law so that this, and other financial 

crises, would never happen again. 

The Federal Reserve - also called "The Fed" - oversees the nation's system of money and credit. 

They print money, control how much is available, adjust long-term interest rates and help steer 

the economy in the right direction by keeping prices stable and promoting high employment. 

Many people think the Fed is part of the government, but it's actually an independent institution 

with some governmental oversight. To carry out its mission, the Fed is organized into three parts: 

a Board of Governors, 12 regional Reserve banks, and the Federal Open Market Committee 

(FOMC). 



The Board of Governors ensures that banks behave responsibly. It supervises the 12 Reserve 

Banks and helps decide monetary policy, like how much money is available to the economy. 

The Reserve Banks are the banks out in the field. They collect data and research on the economy 

and keep an eye on the banks in their regions. They also provide financial services to other banks 

and to the U.S. government. 

Lastly, the FOMC is a committee of the Federal Reserve Board that decides the nation's policies 

about the money supply and interest rates charged to banks. 

All of these parts work together to ensure that the banking system is safe and stable. This means 

that when you deposit money into your own account, you can have confidence that it will be 

there when you need it. 

QUESTION 1 

The primary goal of the Federal Reserve system is to: 

A. maintain a safe and stable banking system 

B. keep banks up-to-date on the latest economic research 

C. provide budget recommendations to the Treasury Department 

D. ensure interest rates for savings accounts stay high 

 

Inside a Bank - Part 1 

Instructions: Click on each person to find out what he or she does. 

Inside your local financial institution you'll find an assortment of people who do different jobs 

that keep it running smoothly. Don't be shy. Go ahead and click on each person to find out what 

he or she does. 

• Branch Manager: Manages all the personnel at a specific location 

• Customer Service Representative: Helps bank customers with any questions they may 

have. 

• Loan Officer: Advises, evaluates, and signs off on loans to individuals and businesses. 

• Bank Teller: Helps with account transactions like depositing or withdrawing money. 

Now that you know what everyone does, let's check in with a customer service representative to 

answer some of your questions about setting up an account. 

Inside a Bank - Part 2 

Interactive Interview 

Instructions: Click on each question to ask the customer service representative. 



• What is a "required balance"? Your account balance is the amount of money you have in 

your account. Some of our accounts require that you have a minimum amount in there at 

all times. If you don't have the minimum required balance, you could be charged a fee. 

• What kind of special features are available for a typical checking account? I'm glad you 

asked. All the checking accounts at this bank come with many features: "Auto pay" lets 

you pay bills, like your cell phone bill, automatically from your checking account. We 

also offer "direct deposit," so your paycheck can be deposited from your employer 

directly into your account. There's also an "auto save" option that lets you automatically 

transfer money into your savings account each month. And if you're looking for online 

access, you've come to the right place. All our accounts give you access to our website 

and mobile app, both of which have lots of tools to help you manage your account - with 

our mobile app, you can even deposit checks right from your phone! 

• What does it mean if an account is "FDIC-insured"? That's a great question. FDIC stands 

for "Federal Deposit Insurance Corporation." The FDIC provides insurance on all retail 

bank deposit accounts like savings, checking, money markets, and even Certificates of 

Deposit. That means if there are any problems at the bank, the FDIC insurance makes 

sure you don't lose your money. It protects up to $250,000 per person per bank in each 

account category. And if you have money at a credit union, they have their own 

insurance, which is managed by the National Credit Union Administration. 

• What does it mean if an account is "liquid"? Liquidity refers to how easy it is to get at 

your money. High liquidity means it's easy to get your money right away. Low liquidity 

means it's harder to access your funds. A checking account has high liquidity, since it's 

easy to take your money out immediately. On the other hand, a Certificate of Deposit has 

low liquidity since you won't have access to your money for a specified amount of time, 

sometimes for a few years! Other accounts are somewhere in-between, like a money 

market account, for instance. 

• What kind of interest rates can I expect? Well, interest rates change over time, and will 

vary depending on the type of account you choose. As you probably know, the higher the 

interest rate, the more your money will grow over time. Accounts that are more liquid 

tend to have lower interest rates. This is basically the cost of having easier access to your 

money. Checking accounts, for instance, tend to have lower interest rates than savings 

accounts since it's easier to take your money out. If you choose to open an account with 

us, I can go into the specific interest rates of each account type and help you figure out 

which one is right for you. 

Inside a Bank - Part 3 

Interactive Interview 

I hope I answered all your questions. If you have any left, take a look at our brochure to learn 

more about the different account types we offer. 

QUESTION 2 

Which of the following statements about FDIC-insured accounts is correct? 

A. FDIC insures deposits up to $250,000 per person per bank 



B. All credit unions and retail banks provide FDIC-insured accounts 

C. Both A & B 

D. Neither A nor B 

Account Types 

Instructions: Explore this brochure to learn more about the types of accounts offered by this 

bank. 

Browse through this bank's brochure to learn about the four main types of accounts offered to its 

customers: checking, savings, certificate of deposit, and money market. 

• Checking Account: Checking accounts have high liquidity, since they allow you to easily 

deposit and withdraw money using an ATM, debit card, or personal check. Having a 

checking account is a smart option if you make frequent transactions. Most of these 

accounts come with a debit card and checks. 

• Savings Account: When you deposit money into a savings account, you're able to earn 

interest on it. Generally, savings accounts are less liquid than a checking account, which 

means that access to your money is more limited and you may be charged special fees for 

accessing this account too frequently. But not touching your money is really the whole 

point of a savings account anyway - you want to put money in this account and keep it 

there so it can accumulate interest over time. 

• Certificate of Deposit (CD): Certificates of Deposit generally offer a higher interest rate 

than savings accounts because the bank holds your deposit for a fixed period of time. 

Access to your money is more limited, and you may be charged a penalty for 

withdrawing your money before the time period is up, which makes this account type less 

liquid than a savings account. 

• Money Market Account (MMA): HMoney market accounts - also called MMA's - offer a 

higher interest rate than a typical savings account. You can also write checks from an 

MMA, but there can be restrictions like a high ongoing minimum balance. 

With all your knowledge of different account types, the following activity should be a snap. 

Comparing Account Types 

Instructions: Rank the account types as instructed. 

Rank these three account types (Savings, Checking, Certificate of Deposit) in order of: 

• decreasing liquidity Checking, Savings, CD 

• decreasing minimum balance CD, Savings, Checking 

• decreasing interest rate CD, Savings, Checking 

When deciding on the type of account you want to open, keep in mind that as liquidity goes up, 

required balances and interest rates typically go down. The opposite is also true: as liquidity goes 

down, required balances and interest rates go up. 



Account Fees 

Instructions: Click anywhere to learn how to protect your money and avoid bank fees. 

Now that you have a bank account, you're probably eager to use it. But before you start swiping 

your debit card, it's important to know about your account's policies and fees. If you're not 

familiar with the rules of your account, you may get charged a fee - and those can add up 

quickly, sometimes without you even knowing about it! Take a look at Jamal as he goes through 

a typical day spending money with his account, unaware that he might be racking up fees 

because of his choices. 

ATM Fees 

Jamal: For breakfast, I always go to this little bakery by my apartment before catching the train 

to work. The thing is, they only accept cash, but at least there's an ATM in the store. It's not for 

my bank, but I use it anyway cause it's so convenient. Your account balance is the amount of 

money you have in your account. Some of our accounts require that you have a minimum 

amount in there at all times. If you don't have the minimum required balance, you could be 

charged a fee. 

What really happened? Banks usually charge a fee if you use another bank's ATM. Since Jamal 

used an ATM from another bank, his breakfast may have just doubled in price. 

Returned Check Fee 

Jamal: I'm meeting a friend for lunch to talk about our plans for a concert we're going to on 

Saturday. I'm bringing my checkbook because I owe her $50 for the ticket. I don't actually have 

the money in my account right now to cover it, but I'm getting paid on Friday so it'll be OK since 

it takes a few days for a check to clear. our account. Some of our accounts require that you have 

a minimum amount in there at all times. If you don't have the minimum required balance, you 

could be charged a fee. 

What really happened? It's never a good idea to make a payment when you don't have the money 

in your account. In fact, it's actually illegal to write a check if you can't cover the amount. If the 

check does clear before you have the money, your bank will likely charge you a fee - this is 

called a bounced check. And if you think it might take several days for a transaction to clear, 

think again - with electronic payments and mobile apps, bank transactions go through faster 

than ever before. 

Service Fee 

Jamal: After lunch, I'm going to call my bank. See, last night I logged into my account and 

noticed a "service fee" for $5. This has to be a mistake. There's nothing I bought called a "service 

fee," and I'm sure I didn't do anything wrong, so they have to return that money to me, right? 



What really happened? The service fee Jamal is worried about is actually a fee for having less in 

his account than the minimum balance required by his bank. Still, it's a good idea for Jamal to 

call his bank. Sometimes, they'll reverse a fee if you ask, and it's a chance for him to find out 

about other fees. 

Total Fees 

Jamal: Those unexpected fees really added up. I spent nearly as much on fees as I did on my 

purchases! In the future, I'll do a better job of keeping an eye on my account and recognizing 

situations where I could be charged additional fees. 

Conclusion 

Besides extra charges for using an out-of-network ATM, bouncing a check, and special "service 

fees," there are other types of fees you may encounter. For instance, you may run into a required 

balance fee if the amount of money in your account dips below a certain amount.An overdraft 

fee can be charged if you take more money out of your account than you actually have. To avoid 

these extra charges, educate yourself about your account, and you'll find that it's easy to be fee 

free. 

The Basics of Checking Accounts 

Animated Video 

Let's say you've been stashing your cash in a jar on the shelf for the past few years. By now, the 

jar may be overflowing with wadded up ones, and a few five-dollar bills. It might be messy, but 

as far as problems go, it's a good one to have! Now let's say you start to earn money regularly - 

from an allowance, a part-time job, or something else. That money is going to go in and out of 

that little jar a lot. 

Just like the childhood toys you outgrew, you've probably outgrown that money jar. You'll want 

something safer where you can keep all your money but have easy access to it when you need to 

buy something you want. That's where a checking account comes in. It's a place to keep your 

money where it's easy to access. Checking accounts are considered liquid - meaning the money 

in your account is readily available to you. They're also versatile - you can use your checking 

account in lots of different ways, like getting cash with a debit card at an ATM or making online 

payments. 

You might already know this, or maybe you guessed it, but checking accounts get their name 

from... wait for it - from "checks," which are a paper-based way to pay for goods and services. 

When you write a dollar amount on a check, it's linked to money in your checking account. Once 

that check is deposited or cashed, the money comes out of that account. 

Sometimes checks can take awhile to process, so the transaction won't necessarily appear on 

your account right away. This can also happen if you write a check to someone and that person 

doesn't deposit it right away. So be careful not to spend that money on something else while you 



wait for the check to "clear." Always make sure you have enough money in your account to 

cover the amount you write on a check - and keep track of the checks that haven't cleared yet. 

You might be thinking checks are a thing of the past, but even in our high-tech world you can't 

always replace pen and paper, which is why it's still important to know how to write them 

correctly. If you're not sure how to write a check, you're in luck because we're about to go over 

all the parts, numbers, and account information it contains 

Explore a Check 

Instructions: Click each area to explore the different parts of a check. 

Although we live in a world of debit cards and online payments, there are times when you'll still 

need to write an old-fashioned check. To learn about the different parts of a check and how to 

write one yourself, click on all six areas. 

• Amount: The amount you write in numbers within the box is the numeric amount, and the 

one you spell out on the line is the written amount. These amounts should be the same. 

The written amount is the amount banks go by when they're transferring money out of 

your account, so be sure that whatever you write in this line is legible. 

• Memo: This is the memo line, which can remind the person or business you wrote the 

check to what you were paying them for. And if you don't want to write anything, that's 

OK, too, as it's not required. Some people think writing something on the memo line 

means whomever accepts the check also legally agrees to whatever was written on the 

line, but this isn't true as the memo line is not a legal agreement. 

• Signature: This is the signature line of the check. The person who signs here must be an 

authorized signer, which means the bank will recognize the signature and allow the 

amount to be deducted from his or her account. If an unauthorized signer signs a check, 

the check will not go through. 

• Check number: This is the check number, which can help you keep track of and identify 

the checks you write. 

• Routing number: The first range of numbers in the series of numbers at the bottom of a 

check is the routing number. The routing number indicates which financial institution 

issued the check. You might need to use the routing number for direct deposits and 

debits. For example, you'll need it if you set up automatic payments for a gym 

membership or other bills. 

• Account number: The second range of numbers in the series of numbers at the bottom of 

the check is your account number. The account number tells the bank cashing the check 

which account they can pull the money from. You'll also need to know this number if you 

want to sign up for direct debits or deposits. 

Now that you know all the parts of a check, we'll cover some additional ways you can use checks 

- and your checking account. 

QUESTION 3 

If you need to set up direct deposit, which information from your check would you likely need? 



A. Check number 

B. Memo line 

C. Numerical amount 

D. Routing number 

Balancing Your Checking Account 

You can do all kinds of things with your checking account: write checks, make deposits, pay 

bills, and make purchases. There's something else you can do, too - spend more money than you 

really have. Not that you want to do this - but it is possible, so you have to watch your balance 

and what you spend. 

To avoid taking out more money than you have and getting charged any fees by your bank, it's 

important to keep track of all your transactions. This is sometimes called balancing, or 

monitoring, your account. It means keeping track of the amount of money going into and coming 

out your account so you always know how much money you have in there. 

Today, it's really easy to monitor your checking account because most accounts allow you to 

view your transactions and your balance online. In the next activity, you'll have a chance to 

practice this for yourself by reviewing and monitoring an online account. 

Using Your Online Account 

Instructions: Review your online banking summary and then answer a few questions by clicking 

the correct transaction. 

Online access to your checking account makes banking more convenient than ever before. And it 

makes it easier to keep track of your transactions. However, it's a good idea to check on your 

account often to see how much money is going out and how much money is coming in. While 

every bank's online system is a little different, most share several key features and tools. To help 

you get familiar with them, imagine that this is your online account summary and then answer a 

few questions by clicking the correct transaction. 

Part 1: Transactions 

Try answering the first question: 

a. Which transaction was a deposit? 

b. Which transaction was a transfer to your savings account? 

c. Which transaction occurred because you wrote a check that bounced? 

d. Which transaction may be a duplicate charge? 

e. Which transaction occurred because you used an ATM that was not your bank's ATM? 

f. Which transaction did you pay by check? 

g. Which transaction was an ATM cash withdrawal? 

Part 2: Check Register 



Great job on answering all those questions. Next, take a look at your transactions for the rest of 

the month. You wrote a lot of checks during this time, and you now want to see which checks 

have and have not been posted to your account. Compare your check register - where you record 

what checks you've written - to your account summary to see which checks have been deposited. 

a. Which check has still not been deposited? 

b. Do you have enough money in your account to write a $50 check to a friend today? 

As you saw, it's important to monitor your transactions so you can see how much money is going 

in and out of your account and to catch any transactions that may look suspicious. 

QUESTION 1 

What's the best strategy for avoiding ATM fees? 

A. Only use ATMs close to your house 

B. Only use ATMs to withdraw cash 

C. Only use ATMs in your bank’s network 

D. Only use ATMs you have used before 

 

QUESTION 2 

Which of the following represent typical account fees? 

A. ATM fee 

B. Service fee 

C. Minimum balance fee 

D. All of the above 

QUESTION 3 

Which type of account is typically the MOST liquid? 

A. Checking account 

B. Savings account 

C. Certificate of Deposit 

D. Exchange Traded Fund 

QUESTION 4 

Which of the following is a unique feature of credit unions? 

A. Credit unions are typically owned and run by their members. 

B. Credit unions limit membership to certain people or groups. 

C. Credit unions offer a wide variety of banking services. 

D. Both A & B 

QUESTION 5 



The best way to ensure the accuracy and safety of your accounts is to: 

A. Monitor your online accounts regularly 

B. Shred your paper account statements weekly 

C. Call your customer service center daily 

D. Balance your checkbook annually 

QUESTION 6 

What’s the purpose of balancing or monitoring your checking account? 

A. To find out which checks you have bounced 

B. To help you calculate how much money you have in your account 

C. To keep an estimation of how many checks you write 

D. To stop identity theft from occurring 

QUESTION 7 

Which of the following is NOT one of the responsibilities of the Federal Reserve? 

A. Supervising the Reserve banks 

B. Maintaining a stable banking system 

C. Setting the nation’s monetary policy 

D. Establishing the federal budget 

QUESTION 8 

The three parts of the Federal Reserve System are the Reserve Banks, the Federal Open Market 

Committee (FOMC), and the: 

A. Board of Governors 

B. United States Mint 

C. Department of the Treasury 

D. Secretary of State 

QUESTION 9 

Savings accounts usually offer _________ interest rates than checking accounts. It is _________ 

to access your money in a savings account than in a checking account. 

A. lower; harder 

B. lower; easier 

C. higher; harder 

D. higher; easier 

QUESTION 10 

What part of a check is the LEAST important? 

A. The check number 



B. Signature line 

C. Memo line 

D. Routing number 


