Questions
FV= PVxfactor
PV=FVxfactor
4. $10,000 eight years from now, compounded annually at 7%, what should she deposit now
10,000x0.582= 5820

5. $1500 a year for 30 years at 8% (compounded annually)
FV= 1500x113.280= $169920

7. Opportunity cost is the lost interest
Minimum= $350
Interest= 6.5
Opp Cost= 22.75

8. Net annual cost 
a) monthly fee, $3.75; processing fee, $0.25 per cheque; cheques written, average of 22 a month
(3.75 x 12) + (0.25 x 22 x 12)=  45 + 66 = $111

b) interest earning of 6% with a $500 minimum balance; average monthly balance, $600; monthly service charge of $15 for falling below the minimum balance which occurs three times a year (no interest earned in these months)

(600 x 0.06) = 36
less : (15x3) + (.06 x 500) + (36/12 x 3) = 45+30+9=84
 Net: 36-84=   -48
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Banking Services and Financial Institutions 
A strategy for Managing Cash
Common mistakes in managing cash include
· Overspending as a result of impulse buying and using credit cards
· Not having enough liquid assets to pay current bills
· Using savings or borrowing to pay for current expenses
· Failing to put unneeded funds in an interest-earning savings account or investment plan
Types of Financial Services
Savings
· Time deposits in savings and investment certificates
Payment services
· Automatic payments
· Chequing accounts 
Borrowing
· For the short or long term
Other financial services
· Insurance, investment, real estate purchases, tax assistance, and financial planning are additional services you may use
Opportunity Costs of Financial Services
· Higher rate of return may be obtained at the cost of lower liquidity 
· Convenience of a 24-hour ATM must be weighed against service fees
· The “no fee” chequing account that requires a $1000 non-interest-bearing minimum balance means lost interest of nearly $220 at 2 percent compounded over 10 years 
Financial Services and Economic Conditions
Changing interest rates, rising consumer prices and other economic factors influence financial services
· When interest rates are rising
· Long-term loans take advantage of current low rates
· Short-term savings take advantage of higher rates when they mature
· When interest rates are falling
· If you refinance loans, use short-term loans
· Long term savings “lock in” earning at current high rates 
Types of Financial Institutions
· Deposit type institutions
· Chartered banks offer a full range of financial services to individuals, businesses and government agencies
· Schedule I banks- full domestic service banks
· Schedule II banks- subsidiaries of foreign banks in Canada
· Schedule III banks- branches of foreign institutions 
· Trust companies also offer broad range of services as well as act as trustees
· Help manage the estates for individuals 
· Credit Unions/ Casisses Populaires are user owned and non profit financial institutions offering a range of services 
· Non-deposit type institutions
· Life insurance companies offer insurance plus investment and retirement planning
· Investment companies offer a money market fun
· Mortgage and loan companies lend for home purchase
· Pawnshops make loans on possessions
· Cheque-cashing outlets 
Online Banking
Benefits
· Time and money savings
· Convenience for transactions an comparing rates
· No paper trail for identity thieves
Concerns
· Potential privacy, security violations
· ATM fees can be costly 
· Difficulty depositing cheques and cash 
Comparing Financial Institutions
· Services offered
· Interest rates
· Fees and charges
· Financial advice
· Safety (deposit insurance) 
· Convenience and location
· Online services and special programs 

Types of Savings Plans
Regular savings accounts
· Low or no minimum balance
· Ease of withdrawal
· Insured by financial institution
· Low rate of return
Term deposits and guaranteed investment certificates (GICs)
· Guaranteed rate of return
· Insured
· Possible penalty for early withdrawal
· Minimum deposit required 
Interest earning chequing accounts
· Chequing privileges
· Interest earned
· Insured
· Possible service charge for going below minimum balance
· Cost for printing cheques and other fees 
Canada Savings Bonds
· Varying rate of return
· Regular or compound interest
· Government guaranteed
· Low minimum deposit
· No interest paid if redeemed before three months
Evaluating Savings Plans
· Rate of return (or yield)
· Percentage increase in value due to interest
· Compounding- interest on interest
· Effective annual rate (EAR) calculates the effective return taking compounding into effect
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· Inflation
· Compare return with inflation rate
· Tax considerations
· Taxes reduce interest earned
· Liquidity
· Ease with which you can convert to cash with a minimal loss of principal 
· Safety
· Canadian Deposit Insurance Corporation (CDIC) insures up to maximum $100,000 per person per financial institution 
· Restrictions and Fees
· Delay between when interest earned and added to your account
· Transaction fees for each deposit or withdrawal 
· Interest paid only with minimum balance 

Selecting Payment Methods
Types of chequing accounts include…
· Regular chequing accounts
· Usually have a monthly service charge that you can avoid with a minimum balance
· Activity account
· Charge a fee for each cheque written
· Interest- Earning Chequing accounts
· Require minimum balance 
Evaluating Chequing Accounts
· Restrictions, such as a minimum balance
· Fees and charges
· Interest
· Special services, such as phone banking and ATM machines
· Overdraft protection
· Automatic loan made to cover cheques written in excess of account balance 
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