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Class 2- Banking Basics 
Assigned reading: Chapters 2, 3 and 6 of Twenties in Your Pocket: A twenty-something’s guide 
to money management by Kate Nixon Anania 
 
Discuss what banks are for 

o Keep money safe  
§ FDIC insurance (Federal Deposit Insurance Corporation) will repay up to 

$250k of money that you had in the bank. You should only be using banks 
that are FDIC insured. You can check this online at the FDIC website. 

o Earn interest 
o Stay organized 
o Track your money 

• What types of accounts are there? Checking, savings, retirement/investment 
• Brick and mortar vs online- depends on your preferences and internet access 
• Credit unions vs traditional banks 

o Credit unions 
§ Usually better rates, lower fees 
§ Good service 
§ Regional 
§ May need certain membership requirements but you can always ask 

o Banks 
§ National 
§ Fewer options 
§ Usually better online services 
§ Anyone can join 

• Banking fees- you should never pay fees for opening or maintaining a bank account. 
o Banks without fees (Instructor should google a current list). Note that this is not 

an endorsement of a specific bank. 
§ PNC 
§ Charles Schwab 
§ Capital One 
§ Ally 

Retirement accounts 
Roth IRAs are a retirement account that is amazing for young people 

o Not FDIC insured because you are investing in the stock market and there is some 
risk involved 

o But you will be earning compound interest. 
§ Compound interest is earned when the interest you first earned starts 

earning interest, too.  



• You put in the original amount. You earn interest on that. 
• The next year, you earn interest on the original amount plus the 

interest you had earned. The year after, you earn interest on that 
interest, too.  
 

Draw the following graph: 
 

 
 
 
 
 
 
 

• If you want to retire at 65 and you start investing at 25, you will have earned about 10x 
what you put in. If you start at 18, you will earn 15x what you put in. Time is the most 
important factor for young adults. 

• You do not have to have a lot of money to start saving. You can start with $5. 
• For a Roth IRA, you put in money you already paid taxes on, but you won’t pay taxes on 

your interest when you are ready to retire. 
• Details 

o Can put in a max of $6000 per year 
o Can always take out the original amount you put in so it’s like a secret savings 

account for yourself (although remember it is invested so there is some risk 
involved). 

o If you take out the interest earned sooner you pay a 10% penalty unless you’re 
paying for education, medical expenses, you’re a first time homebuyer, or you’re 
paying for disability. 

• Roth IRAs with no minimum deposit (again, check google for updated information) 
o E*trade 
o Merrill Edge 
o TD Ameritrade 
o TIAA-CREF 

 
There are very specific details about exactly how to open a Roth IRA in chapter 6 of of Twenties 
in Your Pocket: A twenty-something’s guide to money management. 

• If you don’t know what to invest in, choose a targeted index fund for the year you’re 
looking to retire.  

o Targeted means the fund will automatically adjust your risk as you near 
retirement. 

o An index fund is set to earn the average amount that the market earns. At this 
stage, there is no need to “beat the market” since the economy tends to grow over 
time, this means your money should also grow over time. 
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