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Overview

Saving vs. Spending Less

Where are the Savings?



Americans Saved What
Percentage of Their Income in
20107

259%

10%




What Percentage of Americans
Would Have a Hard Time Finding

$2000 in 30 Days for
Emergency?

O 10%




A few terms to know...

FDIC= Federal Deposit Insurance Corporation

Interest= Money the bank/credit unions pay its customers.
Invest= Using money to earn more money.

NCUA= National Credit Union Administration

Principal= Money a customer sets aside in a savings vehicle.

Savings= Money set aside for future use.



Spending Less vs

Spending less is using
techniques to pay for an item
(or items) at a price lower
than retail or regular pricing.

Example: You use coupons
and sales to pay $76 for
groceries that are regularly
priced at $100.

. Saving

Savings are monies set aside
for future use.

Example: You deposit $24
Into a savings vehicle. You
may do so on a regular basis
(ex: via direct deposit) or
Infrequently (ex: whenever
you accumulate a certain
amount of coins).



Spending Less vs. Saving

A few helpful questions that explore why
spending less Is not the same as saving...

 When you "save" $12.36 at the grocery store, do you
set aside that amount in a savings vehicle?

* When you get an item that was originally $50 for $25
do you put $25 in savings?



Where Are the Savings?

* Piggy Bank/Under the
Mattress/In the Sock Drawe_r/EtC

* U.S. Savings Bonds

* Deposit Accounts
o Regular Savings Accounts

o Certificates of Deposit
\‘._‘_‘

oMoney Market Accounts




Piggy Bank/Under the Mattress/In the
Sock Drawer/Etc.

Pros
Convenience, easily accessible

«Start saving with any amount of
money (as little as one cent)

*NoO account maintenance fees.
cons

*Reduced purchasing power over
the long term (risk of inflation)

«Safety risks: fire, natural disaster,
theft
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Pros
*Protection against risk
Inflation (for Series | bonds)

*Bonds will never lose value;
they are backed by the
United States government.

*No fees to purchase,
maintain or redeem.

Purchase a bond with as
little as $25.
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cons
*Purchased in pre-
determined increments

*Must open an account
at TreasuryDirect.gov to
purchase and manage

bonds (Series EE and 1)



Deposit Accounts

Pros
«Safety: Not exposed to
the threat of fire, theft or
loss

Convenience: Easy
access to funds via phone,
Internet and in-person

«Security: FDIC/NCUA
offer iInsurance on
deposits up to $250,000

Regular Savings Accounts
Certificates of Deposit

Money Market Accounts

Cons
Fees: Maintenance
and/or penalty fees

-Balance Requirements:
Certain amount of money
may be required to open
and/or maintain an
account

*Access to funds may be
restricted In some cases



Regular Savings Accounts

OMost convenient among deposit accounts (vs. CDs and MMAS)

OEasiest access to funds (liquidity)

OLower balance requirements (to open and/or
maintain)

OFederal regulations limit withdrawals to 6Xs/month

OLower interest rates (APY) may expose principal
to inflation risk



Certificates of Deposit (CD)

* You invest a fixed sum of money (principal) for a
fixed period of time - six months, one year, 5 years
or more.

* Your financial institution pays you interest (usually at
a rate higher than a regular savings account)
typically at regular intervals. When you redeem your
CD, you receive your principal and accrued interest.

* If you redeem your CD before it reaches maturity,
you risk paying an early withdrawal fee or forfeiting a
portion of interest.

* Types of CDs: Traditional, Bump-Up, Liquid, Zero
Coupon, Callable and Brokerage



Money Market Account

"SAVING
ACCOUNTS

o

“We can give you a 12% rate if you never withdraw it."”



Compound Interest
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Interest that accrues on the initial principal
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Savings Techniques

off the mark com oy mark parisi

O Define your savings
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Savings Techniques

O Change in a Jar
O $5 technique
O Automatic deductions




Spending Less Tips

O Envelope method for certain categories
O Coupons-if they make Cent$
O Deal of the Day sites-if in Budget

O Don’t go in store




Spending Less Tips

O Keep car maintained

O Change air filters on furnace
O Energy Audit




Savings Vs. Paying Debt
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Resources

O BankRate.com
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