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Tips for getting started with 

Savings Accounts
What is a savings account?
A savings account is when you keep your money in a bank or credit union and earn interest. Interest is the money the bank pays you for keeping your money there.  Other kinds of financial companies will also pay you to hold onto your money.

What are the benefits of having a savings account?
It's Safe: A savings account is a safe place to save your money. It is much safer to keep your money at a bank than to keep a large amount of cash in your home. When you put your money in a bank or credit union, they keep it in a fireproof locked safe. In a bank, the federal government also insures your money. 

It Pays: Banks pay you a fee, called interest, for keeping your money with them. The higher the interest rate, the more money you'll earn. And, the more money you put into your account, the more money you'll earn in interest. Setting up a direct deposit from your checking account to a savings account each payday makes saving easier. 

Amount earned on $1000/year

Investment Type

Interest Rate
Amount Earned per Year

Bank checking


0%


$0 (note: there may fees)

Basic Savings Account
0.5%


$5

Money Market Fund

4.0-4.5%

$40-45

1 to 2-year CD


3.5%


$35

5-year CD


4.0%


$40

Savings Bond (EE)

3.7%


$37
Interest rates were low for a while but they are going up again. Notice that banks have not yet raised their interest rates on basic savings accounts, but other financial companies have raised their rates.

Information adapted from the Beehive.com; rates from Bankrate.com (last update 5/2/06)

Types of Savings Accounts
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There are many ways for you to save your money and earn interest. These are some of the most common accounts at banks and credit unions. After you have saved enough money, you may choose to invest with other types of financial services.
Basic Savings Account
The amount of money you need to open a basic account is low, from $5 to $200. Your money earns a very low interest rate, but you can put money into your account and take it out whenever you want. Basic saving accounts are also called “passbook accounts” because you get a book that shows your deposits and withdrawals.
Money Market Accounts
This account can earn a higher interest rate than a regular savings account, but you have to make a larger minimum deposit, for example between $500 and $2,500. This account also limits the number of times you can take out money each month.
Certificate of Deposit (CD)
This account earns a higher interest rate than a regular savings account, but you have to make a larger minimum deposit, usually between $1,000 and $5,000. You also have to keep your money in the CD for a certain period of time called a term. You can choose how long you want the term to be (for example 6 months or 5 years). If you take your money out before the end of the term, you may have to pay a penalty.
Savings Bonds
Savings Bonds are backed by the government and can be bought in small amounts (e.g. $50) or larger amounts.  Series EE savings bonds are sold at a discount, which means that you pay less than the bond's face value. For example, a $100 Savings Bond will cost you $50 now and then grows in value each month. You can sell (“redeem”) the bond any time after the first 6 months, but you may pay a penalty unless you hold the bond for 5 years. 
What happens when you open an account
When you go to a bank or credit union for the first time to open an account, you will need to bring identification, your Social Security number and money. Most banks require two forms of identification, one with your picture on it (like a driver’s license or Passport). The amount of money you will need to open your account depends on the bank. You can either bring cash or a check (such as a paycheck) to open your account.
Types of Savings Accounts

	
	Basic Savings Account
	Money Market 
	CD 

(Certificate of Deposit)
	Series EE Savings Bonds

	Where to open this account/buy this product


	Banks and Credit Unions
	Banks (Local or National) – in person or on-line


	Bank or a Broker 
	Bank or on-line 

	Interest rates       (as of 5/2/06)

	0.5%
	4.0-4.5%

(On-line is higher)
	3.0-4.0%

(a few months to 

5 years)
	3.7%

	When can you get your money?
	Anytime
	1-2 times per month
	It depends on the term of the CD 
	After 6 months (but you will pay a penalty before 5 years)

	Can you add money?
	Yes
	Yes
	Need to buy a new CD
	Need to buy a new bond



	Do you get a statement?


	No (but can look on-line)
	Yes
	No (in most cases)
	No
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