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2 Savings Accounts and U.S. Savings Bonds
LESSON 2 SAVINGS ACCOUNTS
AND U. S. SAVINGS BONDS

Time Required

Lesson Description

Materials

People who want to save money can do so in various
ways. One method is to use a savings account; another is to
buy U. S. Savings Bonds. In this lesson, the students learn
about these two methods of saving.

• Transparencies of Activities 1 and 2
• One copy of Activities 1, 2, 3 and 4 for each student

120 minutes

This lesson introduces savings accounts and the concept
of interest through a math activity. (The lesson does not introduce compound interest. The students calculate interest on
principal only, assuming accounts that pay simple interest.)
Next, the students learn about U.S. Savings Bonds.
When the U.S. government needs to borrow money, it can
issue bonds. The government sells the bonds to people who
buy them as investments; the buyers are called bondholders.
In buying bonds, bondholders agree to lend a certain
amount of money to the government for a specific amount
of time. The government agrees to repay the money borrowed, plus interest, at the end of the specified time.
Government bonds are usually issued in $5,000 or $10,000
increments. U.S. Savings Bonds are issued in much smaller
denominations than other government bonds.

Concepts
•
•
•
•
•
•
•

Economics
4. People respond predictably to positive and negative
incentives.
12. Interest rates, adjusted for inflation, rise and fall to
balance the amount saved with the amount borrowed, thus
affecting the allocation of scarce resources between present
and future uses.
Personal Finance
Saving and Investing 2. Describe reasons for saving and
reasons for investing.
Mathematics
Number and Operations for Grades 3-5 and Grades 6-8
Understand numbers, ways of representing numbers,
relationships among numbers, and number systems

Procedure

Decimal
Face value
Interest
Interest rate
Percent
Savings account
U.S. Savings Bond

1. Introduce the concept of saving by explaining that people
save when they don’t spend all of their income on goods and
services right now. People save money so that they will be
able to cope with emergencies and buy goods and services
when they need them in the future. This lesson will focus on
two ways to save money: by using a savings account and by
buying U.S. Savings Bonds.
2. Ask the students if they save money in a piggy bank at
home. (Answers will vary.) Ask them if they have a savings
account at a bank, or if anybody in their family has one.
(Answers will vary.)

Objectives
The students will:
1. Define decimal, face value, interest and percent.
2. Identify equal decimals and percents.
3. Identify advantages and disadvantages of using a bank
savings account.
4. Identify advantages and disadvantages of buying savings
bonds.
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3. Ask the students what the advantages and disadvantages
might be of saving money in a piggy bank (or in a purse or
wallet, or a desk drawer).
Advantages might include convenience and easy access to the
money; disadvantages might include easy access, since money in
a purse or wallet is easily spent, plus the risk of loss because of
theft. Some students may know about interest and may mention
the lack of interest payments as a disadvantage of piggy-bank
saving. If that point does get raised here, use it as a transition to
Procedure 4, on the next page.
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4. Introduce the concept of savings accounts. Tell the students
that savings accounts offer savers several advantages over
piggy banks, desk drawers and so on. One of the advantages
is that banks pay interest on money saved in savings
accounts.
5. Define interest as money paid for the use of someone else’s
money – in this case, for the use of bank depositors’ savings.
When people deposit their money in savings accounts, the
banks can use the money to lend to others – to people who
want to buy a house or a car, for example. In return for
using savings deposits in this way, banks pay interest to
savings depositors.
6. Explain that when depositors open savings accounts,
banks tell the depositors the interest rate they will earn on
the money they save. An interest rate is the yearly interest
payment on an amount saved, expressed as a percent. For
example, a bank might pay 3 percent interest on money
deposited in savings accounts. Interest rates vary as circumstances in the economy change.

Explain that this page has 10 times 10 squares, or 100
squares. Discuss the following.
• There are 100 squares and each column has 10 squares.
One column represents 10-hundredths or 10 out of 100
squares.
• Point out that this is the same amount of space represented by one-tenth of the previous page. Place the
transparency of Activity 1 over the transparency of
Activity 2 to demonstrate. Write 0.10 = 0.1 and state
that 10-hundredths equals one-tenth.
• How many columns would represent 20 out of 100
squares? two
• Point out that 0.20 = 0.2.
12. Distribute a copy of Activities 1, 2 and 3 to each
student. Tell the students they may work with a partner to
answer the questions on Activity 3.
13. While the students work, color in 50 squares on the
transparency of Activity 2.

7. Point out that to know how much interest they might
earn at any given interest rate, people need to understand
percents and decimals. Review the concept of percent as
necessary, explaining that the term percent means “per one
hundred” or “an amount out of one hundred.” Thus, an
interest rate of 3 percent means that depositors will earn
$3.00 in interest per $100.00 deposited.

14. When the students have completed their work, project
the transparency of Activity 2 and discuss the following.

8. Explain that a percent can also be written as a decimal.
The 3 percent interest rate, for example, may be expressed as
.03. Review decimals as necessary, explaining that a decimal
is a number that represents a fraction, using numbers to the
right of the decimal point to show tenths, hundredths, thousandths and so on.

15. Explain that decimals can be written as percents, using
the transparency as needed.
• Fifty-hundredths represents 50 squares out of 100
squares, or 50 percent. Write 50% = 0.50 on the board.
• Seventy-five out of 100 is 75 percent or 75-hundredths.
Write 75% = 0.75 on the board.

9. Project a transparency of Activity 1. Tell the students to
count the number of columns on the transparency. 10
10. Explain that these columns can be used to understand
tenths. Explain the following.
• There are 10 columns, so each of the columns represents
one part of 10, or one-tenth of the page. Color in the
first column on the page with a transparency pen. Write
the decimal for one-tenth on the board. 0.1
• How many columns would represent three-tenths? three
• How many columns would represent 10-tenths? 10
11. Project a transparency of Activity 2. Tell the students to
count the number of rows and the number of columns.
10 and 10
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A. How do you write 50-hundredths? 0.50
B. How many columns out of 10 does 50-hundredths
represent? five
C. Does five-tenths equal 50-hundredths? Yes

16. Ask the students what four squares on the grid represent.
Four out of 100, four-hundredths, and 4 percent.
17. Project another transparency of Activity 2. Explain that
in this case each square on the grid represents one penny.
Because there are 100 squares, the entire grid represents
$1.00.
18. Explain that if someone saved $1.00 for a year and the
bank paid the person 4 percent interest on the savings, the
bank would pay four out of 100 pennies. At the end of the
year, the person would have $1.04 in the savings account.
19. Explain that if each square represented $1.00, the entire
grid would be $100. If the bank paid 4 percent interest on
$100, the bank would pay four out of $100 or $4. Continue
with additional examples as needed.
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20. Point out that interest provides an incentive for saving
money. Incentives encourage people to behave in particular
ways. The ability to earn interest encourages people to save
money. People who save money earn money from the bank
for saving.
21. Remind the students that keeping money in a savings
account at a bank is one way to save. There are advantages
to saving in a savings account at a bank:
• Banks pay savers interest.
• Banks are a safe place to keep money.
• It is easy to get your money from the bank if you need
it. You don’t have to leave it in the bank for a particular
period of time.
• You can open a savings account with a small amount of
money.
• The interest rate paid can increase as general interest
rates increase.
22. There are also disadvantages to keeping your money in a
bank savings account:
• Traditional savings accounts pay lower interest rates than
other savings plans.
• Interest rates can go down as general interest rates go
down.
• The bank may charge a service fee if the account balance
is below a certain minimum.
23. Tell the students that they are going to learn about
another savings method by listening to a story about a
young girl who receives a gift for her birthday.
24. Read Part I of Activity 4. Ask the students the two questions at the end of the section.
A. What is a savings bond? Answers will vary.
B. Have you ever received a savings bond?
Answers will vary.
25. Tell the students that now they will learn what Morgan’s
mom told her.
26. Tell the students to take out a sheet of paper and a
pencil. Tell them that as they listen to the second part of the
story, they should write down any words related to savings
bonds and saving that they don’t understand. Then read Part
II of Activity 4.
27. Ask the students what words they didn’t understand.
Record the list on the board. Tell the students that as you
discuss each word, they should write a definition or explanation of the word on their papers.

20

LEARNING, EARNING

AND

• A U.S. Savings Bond is a loan to the U. S. government.
The person who buys the bond lends money to the
government. The government gives the lender a piece of
paper – a bond. The bond represents the government’s
promise to repay the loan with interest. Interest is the
amount paid for using someone else’s money. The
government pays interest because it is using the bondholder’s money.
• There are two main types of U. S. Savings Bonds: Series
EE bonds and Series I bonds. Morgan received a Series
EE bond from her Uncle Jed. These bonds can be purchased for half of their face value. Series I bonds are
purchased for face value.
• Face value is the dollar amount printed on the bond.
Uncle Jed sent Morgan a Series EE bond with a face
value of $50. How much did Uncle Jed pay for the
bond? Half of the face value, or $25.
• How do we calculate one-half of $50?
By dividing by 2.
• When Series EE bonds mature, they can be “cashed in”
(turned in to the government). When the owner of the
bond redeems it, he or she receives the full face value.
• If Morgan cashes in her bond when it matures, she will
receive $50. Uncle Jed lent the government only $25
(the amount he paid for the bond). The additional $25
represents the return or interest paid on the loan. The
government pays the interest in return for using Uncle
Jed’s money for many years.
28. Explain that U. S. Savings Bonds provide one means by
which people can save. Savings bonds offer certain advantages:
• People can purchase a savings bond with as little as $25.
Uncle Jed bought a $50 Series EE bond for only $25.
• Usually savings bonds pay a higher rate of interest than
a savings account.
• Parents can receive a tax advantage if they use savings
bonds for their child’s education.
• If general interest rates go up, the rate of interest paid
on savings bonds goes up.
29. Savings bonds also come with some disadvantages:
• If people cash in the savings bond before it matures,
they will pay a penalty. This means they will lose a
certain amount of interest already earned.
• If general interest rates go down, the rate of interest paid
on savings bonds goes down.
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30. Ask the students what it means to earn interest.
Answers will vary.
Explain that when savers earn interest, they receive payment
for letting someone else use their money. In the case of a
U.S. Savings Bond, the federal government pays for using
the saver’s money.

10. What is the face value of a U. S. Savings Bond?
The dollar amount printed on a bond.

31. Explain that the U. S. Treasury Department guarantees
that savings bonds purchased after June 2003 will double in
value by 20 years from the date of issue.

1. Which of the following is the same as 0.50?

32. Note: Students can visit the Web site for the U. S.
Treasury “Kids’ Page” at http://www.ustreas.gov/kids/ to
learn more about U. S. Savings Bonds.

Assessment
Multiple-Choice Questions

a. 5
b. 50-hundredths
c. 5-hundredths
d. 5 out of a hundred
2. A savings bond is

Closure
Review the lesson by asking the following questions.
1. What is interest?
The amount paid for using someone else’s money.
2. What is a decimal?
A number that represents a fraction, using numbers to the right
of the decimal point to show tenths, hundredths, thousandths
and so on.
3. What is a percent?
The term percent means per 100 or an amount out of 100;
thus, a percent is some part of 100.
4. If a bank is paying 5 percent interest, what decimal does
this represent? .05
5. What are some advantages of having a savings account?
Money deposited in a savings account is easy to access; money
doesn’t have to be left in the account for a specific amount of
time; there’s no penalty for taking money out of the account; the
interest rate paid can increase if general interest rates increase;
you can open an account with a small amount of money.
6. What are some disadvantages of having a savings account?
Savings accounts pay lower interest rates than other saving
plans; interest rates can go down as general interest rates go
down; the bank may charge a service fee if the account balance
falls below a certain amount.
7. What incentive for saving is supplied by banks?
Interest paid on money saved.
8. What is a U. S. Savings Bond?
A loan to the U. S. government.
9. Why would someone buy a U. S. Savings Bond?
Because the government promises to repay the loan with interest
at a certain date.
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a. a savings account.
b. a gift to the U. S. government.
c. a loan to the U. S. government.
d. a certificate of deposit.
3. Interest payments
a. encourage people to save.
b. discourage people from saving.
c. are provided only by banks.
d. are loans to the U. S. government.
4. Four percent is the same as
a. 0.40.
b. 40.
c. 40 out of one hundred.
d. 4 out of one hundred.

Short-Response Questions
1. What are two advantages and two disadvantages of keeping your savings in a savings account at a bank?
Advantages: easy access, no penalty for taking your money out,
can start the account with a small amount of money, interest
rates can go up. Disadvantages: may be able to earn more interest using other methods of savings, interest rates can go down,
the bank may charge a fee if there isn’t a certain amount of
money in the account.
2. Explain why earning interest is an incentive for saving.
Interest is an amount of money paid to savers when savers allow
someone else to use their money. The extra money paid to the
saver encourages the saver to save.
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LESSON 2 ACTIVITY 1
UNDERSTANDING TENTHS

22

LEARNING, EARNING

AND

I N V E S T I N G , ©N AT I O N A L C O U N C I L

ON

E C O N O M I C E D U C AT I O N , N E W Y O R K , N Y

Online LEI Lesson 2
LESSON 2 ACTIVITY 2
UNDERSTANDING HUNDREDTHS

LEARNING, EARNING

AND

I N V E S T I N G , ©N AT I O N A L C O U N C I L

ON

E C O N O M I C E D U C AT I O N , N E W Y O R K , N Y

23

2 Savings Accounts and U.S. Savings Bonds
LESSON 2 ACTIVITY 3
HOW MANY HUNDREDTHS EQUAL ONE-TENTH?
Use the two pictures you were given to help you and your partner answer the following questions.
1. You or your partner should color in 50 squares on the grid of 100 squares. This is 50 out of 100
squares or 50-hundredths. Write 50-hundredths as a decimal. __________
2. How many columns does this represent on the 10-column page? __________
3. Does 0.50 = 0.5? __________
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LESSON 2 ACTIVITY 4
WHAT’S A SAVINGS BOND?
Part I
“Hey, Mom!” Morgan yelled. “I got a birthday card in the mail from Uncle Jed. The card is
really funny. Uncle Jed sent me something else, too. But, I don’t know what it is. Look at this,”
she continued, walking into the kitchen.
Morgan’s mom looked at the card and laughed. She said, “It is funny, and it was really nice of
him to remember your birthday. What else did he send you?”
Morgan gave her mom the item from the card. Her mother looked at it and said, “Morgan, this
is a U.S. Savings Bond. This is a really nice gift.”

A. What is a savings bond? __________________________________________________

______________________________________________________________________

B. Have you ever received a savings bond? __________

Part II
Morgan said, “It says $50 on it. Is it a gift certificate? Can I use it at the mall?”
“No, you can’t,” her mom replied. “You won’t be able to use it for a while.”
“Why not?” Morgan whined. “He gave it to me.”
“Morgan,” her mother said, “you can’t spend a savings bond. A savings bond is a way for you
to have money in the future. It is a way to save.”
She continued: “This is a Series EE bond. That means that Uncle Jed paid half of the face value
for the savings bond and sent the bond to you as a gift. You have to keep it for a number of
years until it matures. Then you can collect the full face value of the bond.”
“Mom, I didn’t understand anything that you just said,” Morgan replied. “Could you explain
what all of that means?”

LEARNING, EARNING

AND

I N V E S T I N G , ©N AT I O N A L C O U N C I L

ON

E C O N O M I C E D U C AT I O N , N E W Y O R K , N Y

25

2 Savings Accounts and U.S. Savings Bonds

26

LEARNING, EARNING

AND

I N V E S T I N G , ©N AT I O N A L C O U N C I L

ON

E C O N O M I C E D U C AT I O N , N E W Y O R K , N Y

