Chapter 6 Note Guide
6.1 FINANCIAL INSTITUTIONS

Banks are businesses
· Sell _____________ in order to earn a _________
·  Most of their ______________ comes from two sources
· 
· 
· 

Regulation
· Chartered by a ____________ or the ___________ government
· Federal Deposit Insurance Corporation (__________)
Banks and near-banks: Divided up between _______________ and _________________

Deposit Institutions 
Commercial Banks ______________________________________________________ ______________________________________________________________________
Credit Unions___________________________________________________________ ______________________________________________________________________
Savings and Loan Association______________________________________________ ______________________________________________________________________
Mutual Savings Banks____________________________________________________ ______________________________________________________________________
Non-deposit Institutions
Life Insurance Company __________________________________________________ ______________________________________________________________________
Investment Companies ___________________________________________________ _____________________________________________________________________ Consumer Finance Companies _____________________________________________ ______________________________________________________________________
Mortgage Companies ____________________________________________________ ______________________________________________________________________
Check-Cashing Outlets ___________________________________________________ ______________________________________________________________________
Pawnshops ____________________________________________________________ ______________________________________________________________________

The Federal Reserve System
Federal Reserve System_____________________________________________________

_________________________________________________________________________
 
All national banks are _________________________ the Federal Reserve System and state banks may join. 
Banks that join the system are known as _______________________. 

Federal Reserve Banks, part of the Federal Reserve System, serve as ___________________.

_________ districts
· 
· 
· 
Board of Governors

Federal Reserve System Activities
Sets _____________ 
Provides banking services to __________
· 
· 
· 

6.2 FINANCIAL SERVICES

Checks

· 

· 

· 

Other Payment Methods
Money orders
_______ money order
_______ money order
_______ money order
_______ money order
Certified checks______________________________________________________________

Cashier’s checks_____________________________________________________________

Electronic funds transfer (EFT) __________________________________________________

Types Financial Services

· 
· 
· 
· 
· 
·  

6.3 CREDIT BASICS

Individuals, _________________, and governments have something in common—they all have _____________ and _________, but not enough ______________ to satisfy them. 
Using credit to satisfy needs and wants is a basic part of the ____________________.
What is Credit?
Credit _______________________________________________________________________

____________________________________________________________________________

Debtor ______________________________________________________________________

____________________________________________________________________________ 

Creditor _____________________________________________________________________

____________________________________________________________________________

Types of Credit
__________ credit
__________ credit
__________ credit

Credit applications

The three Cs of credit
_________________refers to your honesty and willingness to pay a debt when it is due. 

_________________refers to your ability to pay a debt when it is due, and whether you have enough income to pay your bills. 
_________________is the value of the borrower’s possessions, including money and property owned.

Benefits and Concerns of Credit


Benefits
· 
· 
· 
· 
· 


Concerns 
· 
· 
· 
· 
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The Cost of Credit

The _______ factors involved in calculating the cost of the interest to be paid on a loan or charge account are _________, _____________, ________.
Principal ____________________________________________________________
Interest rate __________________________________________________________
Time _______________________________________________________________
Simple Interest
On __________________ loans where the amount borrowed is repaid in _________________, interest is often expressed as simple interest. 
Simple interest is based on time in ____________. 
Formula for computing simple interest

____________ = _______________ × _______ × _______

Installment Interest
· When borrowing money, ________ payments are usually made instead of ________ single payment. 
· Loans that are repaid in partial payments are called ____________ (or consumer) loans. 
· Each payment is called an ______________.
· ____________ Charges

Finance charge _______________________________________________________________

Annual percentage rate (APR) __________________________________________________

__________________________________________________________________________

The Regulation of Credit
· Federal and state laws have been passed to protect ________________ who engage in ________ transactions. 
· Each law was intended to remove some of the ___________ and ___________ surrounding the use of credit.

Truth in Lending Act __________________________________________________________

___________________________________________________________________________




Equal Credit Opportunity Act ____________________________________________________

____________________________________________________________________________




Fair Credit Billing Act___________________________________________________________

____________________________________________________________________________





Fair Credit Reporting Act________________________________________________________

____________________________________________________________________________





Consumer Credit Reporting Reform Act____________________________________________

____________________________________________________________________________





Fair Debt Collection Practices Act_________________________________________________

____________________________________________________________________________


