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Extension work Connect with Maths

What does a bank do?
• When a person puts money into a savings account, the bank uses that money (pooled with 

other savers) to lend to other people
• The more savers that a bank can attract, the more money it has to lend to other people
• There is a real benefit for people wanting to set up a savings account to compare and shop 

around for which banks pay the most in interest as these banks are the most eager for new 
business (i.e. new savers)

• In terms of lending, banks might lend to people for all sorts of reasons including mortgages 
to buy a house or loans for university, to refurbish a house, to pay for a wedding or medical 
bills, to buy a new car, boat or machinery for a farm

How does a bank make money?
• A bank charges the person who takes out a loan (or a mortgage) “interest”.  The difference 

between what a bank charges the person who takes out a loan and what the bank pays the 
owner of a savings account is the bank’s “profit”

• While it is possible for a bank to get it wrong and to lend to someone who doesn’t pay it 
back, that is not a concern to the owner of a savings account as, under UK law, all bank 
accounts are protected up to £85,000 (large enough for most student savers!!)
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Students can do some research and identify the five largest banks in the UK. Then, they
should look at the banks' websites and compare what they find. Which one is more
compelling to new customers? Do they offer the same products? Are there any that stand
out?



Extension work Connect with Maths

What is interest?
• Interest is what the bank pays someone who deposits money into a savings 

account. Looking at a bank statement will show the balance growing over time from 
interest deposited providing there are no withdrawals made

• How much someone will earn in interest is linked to (a) how much they put into their bank 
account, (b) how long they keep it there, and (c) how high the interest rate is

• Savers can always expect to get their money back plus interest.  An easy (and generally free 
of charge) way to access money is via a local cash point or cash machine

• The interest that banks pay, at the moment, is very low
• In this slide, a student deposits £50 into their savings account and each year the bank pays 

them £2 in interest.  This slide uses a 4% interest rate, a much higher interest rate than the 
circa 2% currently available (January 2020) but we use it for illustrative purposes only

• It is very important to note that there is strong competition amongst banks for new savers.  
The more deposits a bank can attract, the more it can lend to other customers which 
ultimately means the greater the bank’s profit

• Some of the largest banks in the UK are Barclays, RBS, Lloyds, HSBC, and NatWest
• It is important to mention that we are all consumers when it comes to banks, and 

everyone should compare financial products in order to select the best deal.   Yes, this 
even applies to savings accounts!
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Ask students to do some research on the internet and compare what different banks are
offering in terms of interest rates on savings accounts. Ask students to do simple interest
calculations. Being a savvy consumer of financial products is a lifelong skill
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Extension work Connect with Maths

• Saving money is not something we do once but rather is a lifelong commitment to financial 
security

• The earlier one begins the journey, the more value will be created 
• How much one can save is linked to the level of one’s yearly salary, weekly wages and 

earnings (once deductions for things like national insurance and taxes are made)
• Although trying to save to buy a house by the age of 40 seems like a long way away for a 

10-year-old, it is important to highlight the value of long-term savings
• No matter how small, just getting into the discipline of putting money aside for future 

financial security or a rainy day is of critical importance

Questions to ask:
• Why is saving money important and what might be an example of an unexpected expense 

that a person might need to dip into their savings account for?
• What are students saving for?
• Are students saving for charity as it is important to think about those people that are not as 

fortunate?  How did they determine which charity to consider supporting?

The best saving plans are those with an objective in mind. Students should research the cost
of an item (bicycle, car, house, etc). Using a hypothetical income and salary level over time,
can they calculate how long it will take them to save to buy the item?



Extension work Connect with Citizenship and Current Affairs

• The entire financial system is based on society’s trust of its banking system
• Surprisingly, many students do not feel that their money is safe in the bank
• As physical bank branches disappear from the high streets, children seem to connect 

interactions with the bank in the same vein as internet transactions and therefore ascribe 
the same level of caution and concern

• Surprisingly, our interactions have shown that, when asked, most children do not feel that 
their money is safe in the bank - a worrisome trend given that the system is based on trust

Debate:
• Open the debate by asking students to raise their hands to indicate whether they believe 

that their money is safe in the bank or NOT.  Engage in a debate and have students support 
one position or the other

• Seek to tease out and separate concerns about (a) fraud during an internet transaction or 
(b) debit card theft which results in unauthorised withdrawals, from whether keeping 
money in a bank is inherently safe or not

• Explore in detail why students may not believe that their money is safe in the bank and, if 
that is the case, where else might they consider storing their money

• The following two slides will reinforce the premise that one’s money is always SAFE in the 
bank
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Debate as above



Extension work Connect with Current Affairs and History

• A key focus of these financial literacy materials is to reinforce the fact that one’s money is 
very safe in a bank 

• High street banks undertake substantial efforts to protect savers’ money from fraud 
including computers and staff that constantly scan accounts for unusual activity

• Of course, a saver must always review all bank information and regularly look at their bank 
statements to ensure all movements in the account are correct

• Likewise, consumers and savers must make every effort to ensure they do not fall victim to 
fraud or phishing (more on this subject in the next term)

• It is very important to reinforce that banks are, in fact, the safest place to store money

Questions:
• Is the concern that the bank itself will disappear or is the worry more related to 

interactions with the bank that might be compromised by fraud?
• What can one do to prevent fraud?
• When fraud is suspected, what immediate action should be taken?

7

Debate as above



Extension work Connect with Citizenship and Current Affairs

• One’s money is safe in the bank, and in fact, there is no safer place to store it!
• It is critical in society that savers feel confident in the banking system and therefore it is 

important for savers to know that, under UK law, all bank accounts are protected up to 
£85,000

• This coverage is under the Bank of England’s insurance programme called the Financial 
Services Compensation Scheme 

• That means that if tomorrow a high street bank were to cease trading, savers would benefit 
from protection against loss up to £85,000 per individual per bank

• This protection is in place to reinforce confidence in the financial system
• Interestingly, the UK is not the only country to insure the deposits of their citizens to a 

reasonably large amount as most, if not all, developed countries undertake the same 
measures to instil confidence in the banking system

Questions:
• Now having the knowledge that under UK law, all bank savings accounts are protected up to 

£85,000, does it allay the student’s concern?
• Do savers have to pay for this insurance?  (answer is no, it is free of charge to the 

consumer)

Ask the students for a show of hands, post this discussion, whether they now think that 
money is safe in the bank or not.  Hopefully, knowing these facts will allay many fears
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The Bank of England’s insurance programme is called the Financial Services Compensation
Scheme (details can be found on the Bank of England website). Students should research how
the bank insurance scheme works and where high street banks disclose this information



Extension work Connect with Maths

• It is important for students to develop a disciplined approach to spending money as that 
underpins the basis of solid personal finance life skills

• When seeking to make a purchase, a consumer must first assess whether something is a 
need or a want as that will impact the decision-making process

• In this and the following three slides, the idea is to analyse the difference between what is 
a “want” and what is a “need”

• Obviously, a need is what is absolutely required to live while a want is more of a desire but 
not a requirement

• The reality is that most children’s daily decisions really relate more to one type of want 
versus another want as opposed to a true need

• Here, we compare two “apples” which, despite being the same word, are very different
• All these comparisons lead to a useful 24-hour rule which should be used when making a 

purchase (more about this later)
• Anything that interjects a delay in the spending process is a good thing (after all, money is 

very hard to earn and all too easy to spend)

Questions:
• Should one assess need versus want only when buying large items or always?
• Name two or three benefits of being disciplined when making purchases
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One of a family’s largest weekly expenditures, after paying the mortgage or rent, is groceries
and food. Students should be encouraged to keep a diary for one month on what their family
spends on groceries and, separately, on eating out at restaurants or anywhere outside the
house. They might be surprised at how much groceries, takeaways and restaurants actually
cost. With that newly acquired knowledge, would they consider adjusting the family’s normal
pattern? Are there any areas for potential savings?
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Extension work Connect with Current Affairs

• Compare and contrast the top row with the bottom row, asking whether each item is a 
need or is a want

• The decision-making process is quite easy when choices are very clear, but this is not 
always the case 

• The important element in this discussion is to try and have students give proper 
consideration to the decision-making process when buying something

• Starting to create links between spending and earnings, work and money is a useful 
discussion to have at this point

• It is useful to introduce the concept of “delayed gratification”
• Ultimately, how much one earns should be a critical component in deciding how much one 

spends
• Students should be aware that when they are assessing whether to buy one item versus 

another, there is also a third choice to consider as well.  The other choice is simply not to 
buy anything at all and to save for another day

Questions:
• Aside from the item itself, how much does the reputation of the business or brand impact 

whether a consumer wants to buy its products or not?
• Compare and contrast two high street businesses.   Which is more attractive to potential 

customers and which provides more value for money? What makes a good business?

The brand is only one determinant in the decision-making process. There is more and more
awareness of how consumers are directly and indirectly impacting the environment. In
particular, there is a big emphasis on reducing the use of plastic and waste. Many companies
are changing the way they operate and are doing things such as sourcing more sustainably,
paying their employees better under Fair Trade principles, etc. Students should research
companies that are actively trying to be more environmentally responsible. How does that
impact their decision when buying goods and services? What examples can they find?



Extension work Connect with Current Affairs

• While the need versus want decision was more obvious on the previous page, here the 
analysis becomes more subtle

• On the left, you have a car which, to many (especially those living in a major city with good 
public transport), will be deemed to be a want

• However, if a family lives in the countryside or in areas that are not well served by good 
public transport, then a car becomes more of a necessity

• A takeaway from this slide is that the analysis between what is a need versus a want may 
not be that obvious and can be case-by-case dependent

• This analysis is building up to the 24-hour rule which is a handy tip to try and encourage 
students to make more considered decisions when faced with a spending opportunity or 
decision

Questions:
• As with the car, are there other similar, case-by-case examples where a need and a want 

may differ, given the circumstances?
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Many years ago, fully electric powered cars were simply a pipe dream. No more! Most car
manufacturers have begun producing a range of hybrid or fully electric cars. Electric cars are
better for the environment and importantly, greatly reduce pollution. Cars can be a need or a
want depending on the situation. How does a need versus a want feature in the decision
making process when considering buying a petrol-based car, as compared to an electric car or
a hybrid? Should consumers spend more for an electric car as it is better for the environment?
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Extension work Connect with Citizenship and Current Affairs

• Here, the difference between needs versus wants is the starkest.  While the product is the 
same, it is the person who holds it that makes all the difference

• This is a good place to commence a discussion about the fact that, in the UK, unlike lesser 
developed countries, most items are really wants (ie none are really life or death)

• For example, we take water for granted yet in many regions in the world, access to safe 
water is a matter of life or death

• It also highlights the fact that what is one person’s need may be another person’s want
• As such, this analysis in fact is person-to-person specific and case-dependent

Questions:
• Are there examples that students might suggest about items that can change from a want 

to a need depending on the person or the situation?

An interesting discussion with central banks is whether they should get rid of the 1p. It costs
the Royal Mint more to produce a penny than it is actually worth. Pennies are made of
copper, tin and zinc. Zinc mining, in particular, has a negative impact on the environment.
Over a dozen countries, including Canada in 2012, have already discontinued the production
of the penny. Should the UK also follow suit and remove the 1p from circulation? What
about the 2p? What about all coins except for the £1 and £2 coins? What would the impact
be on the way consumers shop?
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Extension work Connect with Citizenship and Current Affairs

• As we have seen on the previous slides, sometimes it is easy to determine whether an item 
is a need or a want 

• In other situations, however, the analysis is a more difficult one and depends on individual 
situations and people

• There may be times when a rule-of-thumb can be useful to assess whether something is a 
need or a want

• The 24-hour rule is very helpful in decision-making, especially if one is considering whether 
to make a purchase

• The 24-hour rule suggests that a person wait 24-hours between seeing an item and actually 
buying it

• Generally, the 24-hour rule will diminish impulse purchases as it will inject more time and 
effort into the buying process. Impulse purchases are mostly associated with wants more 
than needs

• This is an important lesson to convey to students.  They should always give serious 
consideration when they buy things and properly evaluate whether an item is something 
that they really “need” or is simply something that they just “want” to have

Recently, cashless payments exceeded payments using physical money for the first time. This
trend is expected to continue. The contactless limit has been increased from £20 to £30 in the
UK and more and more consumers are choosing not to pay with cash. In fact, in some major
cities, buses no longer accept any form of bank notes or coins. Is it good that society is
moving towards a cashless society? In many respects, the 24 hour rule is even more
important as it inserts a thought process between the desire to buy something and actually
buying it. Discuss.
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Extension work Connect with Citizenship and Current Affairs

• Consumers are faced with choices all the time.  When someone buys something, they are in 
fact making another choice – a trade-off – whereby they decide to buy one thing and 
forego another

• Acknowledging that a trade-off is being made is important when making a new purchase
• With brands for example, the trade-off is between price and a logo
• Sometimes, a person buys something cheaper but of lesser quality because they need it 

now, as opposed to waiting while they budget and save enough money.  The trade-off is 
time and quality

• Some people decide not to spend wisely as they buy something that is not needed to the 
exclusion of something they require.  That is generally a bad trade-off!

• When making a spending decision, it is important to consider not only whether something 
is a need or a want but also to keep in mind another important trade-off that is being made 
when undertaking that purchase.  The other possible trade-off is simply not to make the 
purchase at all and just save the money for the future

Questions:
• Using different price points, explore trade-offs when you spend £5, £10, or £50
• Another trade-off is when one spends on oneself versus donating to charity to give to 

others.  Discuss

Many cultures and religions strongly encourage people to donate a certain percentage of their
income to charity each year. A very important trade-off is when a person spends money on
themselves versus spending to help others. Students should explore the concept of giving to
charity to better understand their own role in society and their ability to make an impact.
Consider different charities to support and ask students to explain why they would forego
something themselves in order to support someone else and/or a worthy cause
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Extension work Connect with Geography and Current Affairs

• Companies spend enormous amounts of money on advertising in an effort sell their goods 
and services

• Peer pressure and media pressure all add to an environment already inundated with 
advertising

• Wearing the right brand of clothing can be the difference between being accepted or not
• Students need to be empowered and educated so that they make the best choice when 

considering buying a branded item or not
• Is that extra cost worth it?  Does the quality justify it? Can you afford it?

Debate:
• Brand loyalty always makes for a robust debate.  Encourage students to engage in a debate 

with half of the class supporting spending extra money for brands while the other side 
defends seeking more value for money and opts not to be lured by brands

• Buying brands does require making a trade-off which generally means paying more.   Is it 
worth it?

• Generally, sports wear and trainers elicit strong feelings regarding brands
• Can you find areas of consensus in the brand versus no brand debate?

The garment industry, home to well known brands, has been plagued with news around their
treatment of employees, particularly in lesser developed countries. Given the consumer
pressure to produce goods at competitive prices, garment and shoe manufacturers have put
pressure on their supply chains to produce as cheaply as possible. Students should research
the companies behind the brands to better understand where their garments and trainers
come from and how workers are treated in the manufacturing process. This is called social
responsibility. Does this knowledge impact the way students see brands?


