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Financial
Smarts



Debt to  
Income RatIo
Debt to income ratio is the percentage of your 
monthly gross income that is designated for 
paying debts when looking to borrow money.

monthly Debts

monthly Income

Let’s use 45% as an example:

$1,350
$3,000
If your monthly income is $3,000, then your 
monthly expenses plus new expenses must be 
equal to or less than $1,350 .

 = %

 = 45%

wELCOME kEY F INANCIAL  TErMS

Rule of 72
A formula to see how 
long it will take for 
your money to double. 
Simply divide 72 by 
the interest rate.

72 ÷ 2% =  
36 years
It will take 36 years 
to double your money, 
without adding 
a penny.

fIco® ScoRe 

Your FICO® Score is 
calculated from several 
pieces of credit data 
in your credit report, 
from both positive and 
negative information.

DID you know?
california is among 11 states 
that scored an “f”grade on 
their efforts to produce financially 
literate high school graduates.
(Champlain University-The Center For Financial 
Literacy, 2013)

compounD
InteReSt 
This is the interest earned on the interest  
of the original money deposited. 
Save $1 a day ($365/year)
 No Interest 2% daily  
  Compound Interest
Year 1 $365 $368
Year 5 $1,825 $1,914
Year 30 $10,950 $14,960

 
cReDIt caRD vs. caSH
Sophia wants to buy a computer tablet that costs $500. She has  
two options to buy: 1) Secure a loan (e.g., credit card); or 2) pay cash.

 credit card (apR) cash (apy)
Strategy Pay $500 with a credit card Save $50/month for
 with a 14% APR 10 months

Length/ Pay $25/month @ 14% it will 2% APY paid on the
Interest take 23 months to pay off amounts deposited earns  
  .84¢ in 10 months

tablet cost $572.68 $500.84

Annual Percentage Rate (APR): The annual charge for borrowing expressed as 
a single percentage number that represents the actual cost of funds (interest, 
fees, transaction cost) over the term of the loan.

Annual Percentage Yield (APY): The amount of interest earned over a year, 
including the compound interest.

financial education is 
increasingly important, 
and not just for banks.

Financial education is essential 
for the average family trying to 
decide how to balance its budget, 
buy a home, fund their children’s 
education and ensure an income 
upon the parents retirement. 
Today, the numbers of financial 
markets continue to grow and 
consumers face options that can 
often confuse and overwhelm. 
Individuals will not be able to 
choose the right savings or 
investments for themselves if they 
are not financially literate. But, if 
individuals do become financially 
educated, they will be more likely 
to save money and communicate 
with financial service providers 
to develop products that respond 
to their needs which  will have 
positive effects on both investment 
levels and economic growth. 
Union Bank understands the 
importance of financial education 
in our communities and strives to 
provide tools – like this resource 
guide – to assist parents, adults, 
teens, and educators increase their 
financial knowledge.



BUdgET

pay youRSelf fIRSt:  
The act of putting some of your income  

towards saving before you spend the money.

SpenDIng plan 
(I.e. buDget): 

A summary of income and 
expenses for a set amount of 
time. The main reason to keep  
a budget is to:

1) Manage bills

2) Pay bills

3) Review spending 

4) Identify ways to save money

5) Purchase items that you want

How to create a Spending 
plan or budget
1.  Add up your income: Be sure to add up 

your take home earnings and any other 
earnings you may generate. 

2.  Estimate your expenses: Keep track 
of fixed expenses (e.g., rent, monthly 
bills) and flexible expenses (e.g. food, 
entertainment).

3.  Calculate the difference: Subtract your 
expenses from your earnings. If the 
difference is positive you are spending 
less than what you earned. A negative 
number means your expenses are 
greater than your income and you need 
to start budgeting appropriately.

How often do you plan your purchases?  
often, never, or sometimes? 
Creating a spending plan to manage your income and expenses will make 
saving easier and help you avoid financial stress. The key is to track your 
spending so you do not overspend. 

In order to purchase items, you must be able to identity whether the item is a  
need or want. A need is something you cannot do without, and a want is 
something you would like to have. Sometimes an item is a need but it can 
become a want.  For example, you need a car but it does not need to be  
a new car that you really want.

needs                             vs.  wants
______________________________ ______________________________

______________________________ ______________________________

______________________________ ______________________________

______________________________ ______________________________

______________________________ ______________________________

______________________________ ______________________________

______________________________ ______________________________

Once you have determined what you need or want to buy you should begin by 
developing a financial goal and start to pay yourself first.

Sample montHly buDget
Example                  Minimum % based on 

net monthly income 

__________________________ _______

__________________________ _______

__________________________ _______

__________________________ _______

__________________________ _______

__________________________ _______

Item Cost 

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

Total $_____________

Monthly Income $_____________

Savings (positive Number)
/ Over spending  
(negative Number) $_____________

Ex: I need a new outfit for an interview.       Ex: I want new clothes.

Rent 18%
Transportation 15%
Food 16%
Utilities   5% 
Savings   3% 
Clothing   3% 



SPENdINg ANd SAvINg

Use a paper register 
to record all activities 
on your account  
(e.g. purchases/
withdrawals, 
deposits, fees).

Review your 
account activity 
at any time.

telepHone

RegISteR     

Quick way to check 
your account balance, 
pay bills online, and 
review your transaction 
history on the go.

mobIle app

Manage your 
finances online.

onlIne 
bankIng

fInancIal goal: A plan to accumulate money 
to use at a later time. The money can be used in many ways:

1)  Reduce debt 
2)  Establish emergency funds
3)  Purchase small items (e.g., cell phone)
4)   Place a down payment on a large item (e.g., house, car)
5)   Pay for education (e.g., books, tuition, fees, etc.)
6)  Retirement 
7)  Vacation / Travel
8)   Life savings / Accumulate wealth

why save money?
If you are like most people, you may not save money on a regular basis. 
However developing the habit of saving reduces stress by helping you meet 
financial goals and avoid debt. 

How Savings work
When you deposit your money in a savings account, your 
money will increase by a certain percentage. That’s called 
interest. Money grows the longer you have it in the bank and 
the more you contribute to it. The higher the interest rate, the 
quicker your money will grow.

track your money
One way to track your money is by opening a checking or savings account at a 
bank or credit union. Some benefits include:

• Keeping your money safe
• Tracking your spending
• Earning interest
•  Using tools/resources that banks/credit unions have available  

(e.g., debt management counseling)

Set fInancIal goalS

  Identify and write down your 
financial goals to keep yourself 
accountable and focused on 
your goals. Make sure your 
financial goals are SMART: 

 a. Specific 

 b. Measurable 

 c. Achievable 

 d. Relevant 

 e. Time-bound 

  Organize your financial goals 
by timeframes. 

  Evaluate your progress and  
re-evaluate your goals.

  Prioritize your purchases by 
need or want.  

1

3

2

4

Sample montHly buDget
Example                  Minimum % based on 

net monthly income 

__________________________ _______

__________________________ _______

__________________________ _______

__________________________ _______

__________________________ _______

__________________________ _______

Item Cost 

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

__________________________ $_______

Total $_____________

Monthly Income $_____________

Savings (positive Number)
/ Over spending  
(negative Number) $_____________

Rent 18%
Transportation 15%
Food 16%
Utilities   5% 
Savings   3% 
Clothing   3% 

$

Number Date
Transaction

√ $

www.PrintablePaper.net

Withdrawal Deposit

1000 4/5 Groceries 
$ 300 00 $ 1950 00

1001 4/8 Rent 
$ 800 00 $ 1150 00

 4/15 Pay Check 
  $ 1800 00 $ 2950 00 

2250.00



BOrrOwINg MONEY 

test your credit knowledge: circle “t” for true or “f” for false after each statement below.  
answers will be provided at the bottom of the page.  

1. In times of financial difficulty, you may be able to lower your interest rate with a phone call.  T F
2. Frequently applying for new credit cards can hurt your credit score. T F
3. Cutting up your credit card is the same as closing your account. T F
4. A potential employer can check your credit history before offering you a job. T F
5. Having no credit is the same as having good credit.  T F
6. A credit card is the same as a debit card.  T F
7. Paying the minimum balance is the best way to manage debt. T F
8. You can get your credit report once a year for free. T F
9. Your FICO credit score consists of three scores. T F
10. You should always close a credit card after paying it off. T F 

credit Score or borrower’s History 
The Credit Score is a rating that credit reporting companies assign to you based on how you’ve 
handled your money and paid your bills. Your score can change positively or negatively 
depending upon debt accumulated and the way you manage your bills. 

When applying for loans, especially larger loans (e.g. house loan), lenders assess the 
chances you will default or not pay your loan back by using “the five c’s of credit.”

1) cHaRacteR:  How responsible do you look on paper? Loan officers will review 
everything from your FICO score (positive and negative results of 
spending from several sources) to your employment history on paper.

2) capacIty:  Do you have a good spending plan, such that you are leaving 
within your budget, or have you borrowed more money than you can pay back? They will 
examine your income versus your debt.

3) capItal:  Do you save regularly and set aside money for emergencies? They want to know how 
much money you have in case of an unforeseen event, such as job loss or an emergency. 

4) collateRal:  Lenders ask for collateral to ensure the borrower has a financial incentive to repay so that 
the collateral is not lost. 

5) conDItIonS:  What’s your current economic status? Do you have a good stable job? Is it a new job?  
Are you out of work?

Have you ever had to borrow money?
At some point in your life you may need to borrow 
money and have some type of debt for a period of time. 
The most common types of debt are credit card debt, 
home loans, car loans, and student loans. Most people 
avoid borrowing money in order to avoid debt, however, 
borrowing money is not always a bad thing. 

gooD uSe of Debt baD uSe of Debt

Buying a home Vacation

Paying for college New clothes

                      Loan for  Recurring loans for 
items you want but do 
not really need 

tH
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use of Debt (good vs. bad)  
The difference between good vs.  
bad use of debt is the following:

True or False Answers: 1. T     2. T      3. F      4. T      5. F      6. F     7. F     8. T       9. T     10. F

 good debt includes purchasing 
things that you need but cannot afford. 
Usually these items hold value for a 
long time and the monthly payments 
are within reach.

bad debt includes purchasing things 
you want and cannot afford. These 

items do not retain their value 
and the recurring payments 

make the items much more 
expensive because of interest. 

items you 
need



SELECT INg A F INANCIAL  INST ITUT ION whErE TO SAvE

There are different financial institutions available to assist you with savings, investing and 
borrowing money. When establishing a good relationship with your financial institution, 
consider asking the following: 

QueStIonS about tHe  
fInancIal InStItutIon:
•  What is the financial institution’s reputation and 

rating? You can check this online:

    http://www.jdpower.com/consumer-ratings/ 
finance/ratings/909201520/2013-Retail+Banking 
+Satisfaction+Study/index.htm 

•  What documents do banks/credit unions accept to 
open an account?

• Do employees speak your language?

•  What other services does the institution offer  
(ATM/Credit Card, online banking, online bill pay)?

•  Does it have convenient hours and/or branch 
locations? 

For Adults
www.federalreserve.gov/consumerinfo/
Provides updates and policies about credit, banks, leasing, fraud, etc.

www.practicalmoneyskills.com
Online resources and tools for everything related to money management.

www.moneyinstructor.com
Provides money lessons, lesson plans, worksheets, interactive lessons,  
and informative articles.

www.mint.com
Free online tool that can pull all your financial accounts into one place  
so you can set a budget, track your goals, and plan.

money.cnn.com/magazines/moneymag/money101/
A guide to managing money.

www.treasurydirect.gov
Lets you buy and redeem securities directly from the US Department  
of the Treasury in paperless electronic form.

www.AnnualCreditreport.com 
You can get your FREE annual credit reports here or call 877-322-8228.

For Kids
www.themint.org 
Parents, teachers, and children can have access to many 
resources relating to money, finances, savings, and 
activities.

pbskids.org/itsmylife/
Aimed at teens, this site provides information on topics 
such as Family, Friends, School, Body, Emotions, and 
Money.

www.treasurydirect.gov/kids/kids.htm
Government website that provides information for middle 
school students to learn about saving and investing.

onlIne ReSouRceS anD toolS

QueStIonS about pRoDuctS  
anD featuReS: 
(Savings, checking, credit cards, debit cards, etc.)

•  What is the minimum amount of money you need to 
open an account?

• Can you view statements and/or transfers online? 

•  What are all the costs associated with the account? 
(Maintenance, transaction, overdraft fees)

• What interest does the account earn?

• Is there a penalty fee for withdrawing money?

• What type of loans does the institution offer?

• Does the account have an overdraft protection?

noteS

___________________________________________________

___________________________________________________

___________________________________________________

___________________________________________________

___________________________________________________

___________________________________________________

www.unionbank.com



whErE TO SAvE T IPS  & FACTS ABOUT MONEY

*Individual Development Account are offered by selected organizations.

who protects your money? the fDIc (federal Deposit Insurance 
corporation) is an independent agency of the U.S. government that protects your 
money in the event the bank fails, while it is in a bank located in the United States. A 
person does not have to be a U.S. citizen or resident to have his or her deposits insured 
by the FDIC. Most credit unions are insured by the National Credit Union Administration 
(NCUA)  and adhere to the same protection as FDIC. The deposit insurance rules are the 
same at NCUA-insured credit unions as they are at FDIC-insured banks.

for information about IDa accounts you can visit: 
www.idanetwork.org  |  www.earn.org

www.fdic.gov

You have many options available to assist you when it comes to short and long term savings accounts.

www.ncua.gov 

wHat IS It?
Account that earns 
interest.

Similar to checking & 
savings account. 

Promising an amount of 
money to banks or credit 
unions for a set term. 

Setting aside money for 
retirement 
(e.g., IRA and 401(k))

Saving plan for college 
expenses.

Owning a part of a 
company. 

A collection of investments 
managed professionally in 
a portfolio.

Lending money to the 
government.

Savings account matched 
by another organization.

level of RISk
mInImal 
Insured by FDIC. Interest 
rates might not give you 
higher returns.

mInImal 
Insured by FDIC.
No fixed interest rate.

mInImal 
Insured by FDIC.

DepenDS on the 
investment choice.

DepenDS on the 
investment choice. 

DepenDS on the 
market. May lose 
investment.

DepenDS on the 
investment choice.
May lose investment.

DepenDS on the 
investment choice. 

Organizations may 
not have the assets to 
continue matching the 
deposits.

pRoS
Easily able to withdraw 
money and low minimum 
balances required. 

Able to withdraw.
Higher interest rates then 
savings account.

 
Higher interest rates.

Helps creates long-term 
savings. 

Low minimum starting 
balance.
Offer tax breaks, state 
tax, and federal taxes.

Higher the investment, 
the higher the return.

Professionally managed; 
helps diversify 
investments. 

Investment will be 
securely returned.

Organizations assist 
families in how to 
manage finances.

conS
Lowest interest rates.
Sometimes they charge 
you fees for opening and 
maintaining account. 

Require higher minimum 
balance. Limitations 
of withdrawal. Fees if 
balance is below a certain 
amount. 

Minimum balances 
required and money needs 
to be left for a fixed time. 

Steep penalties for 
withdrawing money 
before retirement.  
Low interest rates may not 
allow your money to grow.

Need to use the money 
for college or charged a 
10% penalty.
 

May lose investment.  
No guarantee of return.
May require professional 
help.
 
Profit is not guaranteed.  
Possible high fees.
May lose investment.

Interest rates are low. 
Money is promised to the 
government for years.

Money can only be 
used for college savings, 
purchasing a home, 
job training, or small 
business start ups. 

SavIng StRategy
Savings account

money market 
account

certificate of Deposit 
(cD)

Retirement account

529 Savings plan

Stocks

mutual funds

bonds

*Individual 
Development 
account (IDa)
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factS
People spend 12–18% more when using credit cards 
than when using cash.

On average person spends $114,293 in their lifetime 
on impulse buys.

The average grocery coupon value is $1.25 and the 
typical family uses coupons to save from $5.20 to 
$9.60 on their weekly grocery bill. 

On average, buying lunch every day costs workers 
nearly $2,000 per year. 

A 16-ounce grande coffee from your favorite coffee 
shop, at $2.29 per day, adds up to $16.03 per week: 
a hefty $835.85 per year.

Purchasing a car in the last two weeks of December 
allows you to get the best deals because dealers are 
trying to meet a quota. On average, dealers reduce the 
sticker price by approximately $3,000.  

Americans spend $1.8 million in late fees. 

The average U.S. household with at least one credit card 
carried nearly $15,950 in credit card debt in 2012.

The average fee for cashing a check at check-cashing 
stores ranges from 2 to 4 percent of the value.

Financial planners recommend spending no more than 
1.5% of your annual income on holiday spending.

As many as 42 million Americans have errors on their 
credit reports.

You can get a free credit report from each of the three 
major credit reporting companies (TransUnion, Equifax, 
and Experian) once every 12 months from  
www.annualcreditreport.com. 

Parents’ influence on money is 1.5 times greater than 
that of financial education and more than twice that of 
friends’ influence.

tIpS

Carry small amounts of cash to limit or eliminate your 
credit card spending. 

Avoid shopping for fun or impulse shopping. Take along 
a copy of your written savings goals as a reminder 
when shopping. ‖ 

Use coupons to save money on items you need. 

Brew your own coffee or take your lunch  to work. 

Shop around for the best deal on big ticket items, like 
cars and appliances. 

Pay your bills on time to avoid late fees, extra 
finance charges, utilities being turned off, eviction, 
repossessions, and the costs of a bad credit rating. 

Use direct deposit for your paycheck or federal benefits 
(e.g., Social Security). You will not have to pay to have 
your check cashed. Often, the financial institution will 
reduce or eliminate the monthly fee if you have direct 
deposit. 

Create spending plans for the holidays, birthdays, 
educational goals, and a general budget to guide your 
spending habits.

Check your credit report on a yearly basis for errors or 
fraudulent use of your identity.

Federal law requires each of the three consumer  
credit reporting companies to give you a free  
credit report once a year. 

Talk to your children about savings, budgeting,  
and spending early and often. 

L EArN INg TO  BUdgET,  SAvE ,  ANd  BOrrOw wISE LY 
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