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Commercial and Global Banking 
at Wells Fargo
“What are current rates for a commercial line of credit?” “How can we
best collect funds from our overseas customers?” These are some of the
questions that commercial and international banking experts at Wells
Fargo attempt to answer each day.

Started in 1852, today Wells Fargo is the fifth largest bank in the U.S.,
with about 3,000 branch offices and another 1,000 home mortgage stores.
When the company opened for business in San Francisco and Sacramento,
California, buying and selling gold was a major focus. Between 1852
and 1918, Wells Fargo used a variety of transportation modes to move
gold. These included the Pony Express, stagecoaches, steamships, rail-
roads, and motor vehicles.

Today, the banking services of Wells Fargo are aimed at business
customers that have revenues of $10 million or more. The main focus
of commercial banking is credit. Wells Fargo provides loans to companies
for a variety of purposes. This core product of lending is used to cross-
sell other services, such as managing depository needs, coordinating
stock transfers, and creating letters of credit for international payments.
Working with corporate clients requires developing strong relationships.
Wells Fargo employees serve their customers by servicing new loans, as-
sisting with fund transfers, documenting legal requirements, and sug-
gesting risk management strategies. These activities require staff teams
to support several large corporate clients in a geographic region.

The company also offers global financial services. The Wells Fargo In-
ternational Personal Banking (IPB) program for international customers
provides online access to many banking services. IPB may be used by a
foreign national moving to the U.S. or a U.S. citizen going abroad. Wells
Fargo HSBC Trade Bank is a joint venture between Wells Fargo Bank and
HSBC, the largest bank in the world, based in London. This agreement al-
lows Wells Fargo customers access to 8,000 HSBC offices in 80 countries.
Other international services offered by Wells Fargo include

• Foreign exchange services for buying and selling more than
90 currencies

• Online trade services allowing access to various services for importers
and exporters, including letters of credit

• International treasury management providing cash management
payments and collections around the world

• Consumer remittance accounts used by customers to electronically
send money to Mexico, Hong Kong, Taiwan, and many other inter-
national locations

Think Critically
1. How do the commercial and global banking services at Wells Fargo

serve its business clients?

2. Conduct an Internet search to obtain current information about
the activities of the Wells Fargo Company.

Case STUDY
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IBanking Systems
People often overlook the fact that a bank is a business and they are its cus-
tomers. Similar to stores and factories, a bank is a business that sells services
such as savings accounts, loans, and investments. Banks are regulated more
strictly than most other businesses. If a business fails, some people lose money.
If a bank fails, thousands of people are affected. 

U.S. BANKING HISTORY
Banking in the United States has evolved from local companies in small
towns to multinational corporations. The activities of banks have been af-
fected by historic and economic events.

Federal Currency During Colonial times and just after the American
Revolution, several types of currency circulated. In use were the British
pound and shilling along with a Spanish coin called the real. In 1792, the
Mint Act authorized gold coins in the amounts of $10, $5, and $2.50 along
with $1, 50¢, 25¢, 10¢, and 1¢ silver coins, and 1¢ and 1�2¢ copper coins. 

In 1861, paper currency was first issued by the U.S. government. Prior
to that, paper money in the form of banknotes was issued by individual
banks. Between 1793 and 1861, over 1,500 private banks were allowed to
print their own paper currency, which was backed by the gold in their
vaults. During this time, more than 7,000 different state banknotes were
in circulation. 

First and Second Banks of the U.S. In 1791, despite varied
political opinions, a Bank of the United States was chartered. This bank
was privately owned, with the federal government owning about 20 per-
cent of its capital. During its existence, the first Bank of the United States
helped stabilize the value of currencies in circulation. Continued political
differences resulted in not renewing the bank’s charter when it expired
in 1811.

As conflicting state bank policies and changing economic conditions
continued, a second Bank of the United States was created in 1816. The bank
functioned to better regulate credit and the money supply. State banks, how-
ever, viewed these actions as a threat. In 1836, this bank also went out of
existence when its charter expired.
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Terms
• Federal Reserve System

• reserve requirement

• discount rate

• open market operations

Goals
• Describe the history and

development of banking
in the United States.

8.1 Banks and Other Financial Institutions

• Explain the organization
and activities of commer-
cial banks and other finan-
cial institutions.
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2358.1 >>> Banks and Other Financial Institutions

National Banking Act of 1864 During the U.S. Civil War, many
monetary and banking issues surfaced. The National Banking Act of 1864
created the office of the Comptroller of the Currency with the purpose of
chartering national banks. As national banknotes were issued, a high tax
was imposed on state banknotes. This action resulted in the elimination of
state bank currencies and stabilized the value of U.S. banknotes. 

Federal Reserve Act After years of economic crises, in 1913, Congress
created the Federal Reserve System. This central banking network was de-
signed to be flexible for the changing economic needs of the country.

THE FEDERAL RESERVE SYSTEM
A bank that will not allow you to make deposits is a Federal Reserve Bank,
which is a bank for banks. The was created
to supervise and regulate member banks to help them serve the public ef-
ficiently. All national banks are required to join the Federal Reserve System,
and state banks may join as well. 

Organizational Structure Banks that join the system are known as
member banks. The United States is divided into 12 Federal Reserve districts,
with a central Federal Reserve Bank in each district, as shown in Figure 8-1.
These district reserve banks serve various functions such as handling banking
activities for government agencies and implementing Fed policies. Each re-
gional district bank is governed by a nine-member board of directors.

Federal Reserve System (Fed)

The Federal Reserve SystemFIGURE 8-1
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The Board of Governors of the Federal Reserve System consists of seven
members, appointed by the President, who serve a 14-year term. The chair
of the Board of Governors, also selected by the President and confirmed by
the Senate, serves a four-year term. There is no limit on the number of terms
a chair may serve.

Federal Reserve Activities A Federal Reserve Bank serves member
banks and the economy in several ways. One service provided by the Fed is
the holding of reserves. Banks cannot lend all of the money they receive
from customers. They are required to keep a part of the money they receive
from customers on deposit with the Federal Reserve System. The percentage
of funds that a bank is required to hold is the This
amount cannot be used for loans. These funds are held in case additional
funds are needed to meet daily customer demand. 

As a result of reserve requirements, a bank will lend only a certain per-
centage of deposits. For example, if a customer deposits $1,000 and the
bank is required to hold 15 percent of all deposits in reserve, the bank can
lend 85 percent of the new deposit, or $850 (100% � 15% � 85%). This
regulation is designed to help the banking system and the economy oper-
ate efficiently and to protect depositors.

Another service of the Federal Reserve System is clearing checks in dif-
ferent cities. Clearing refers to paying checks among different banks in differ-
ent cities. The Fed processes millions of checks each day to make sure that
the correct amounts are added to and subtracted from the appropriate bank
accounts. 

Monetary Policy Maintaining an appropriate amount of money in cir-
culation is necessary to avoid inflation and encourage economic growth. The
Fed influences the money supply in three ways.

1. Setting Reserve Requirements As the Fed adjusts the portion of
the deposits that banks must hold, the amount that may be lent out
will increase or decrease. 

2. Changing the Discount Rate The refers to the rate
the Fed charges on loans to member banks. An increase in this rate will
usually increase the cost for mortgages and other loans, resulting in re-
duced borrowing.

3. Buying and Selling Government Securities The process of buying
and selling government securities is called 
The sale of government bonds to banks, for example, results in fewer
funds available for lending. This action reduces the money supply.

OTHER BANK REGULATORY AGENCIES
In addition to the Federal Reserve System, two other federal government
agencies actively monitor the banking industry. 

Federal Deposit Insurance Corporation The FDIC was created
in 1933 to protect the bank deposits of consumers. During the difficult eco-
nomic times of the early 1930s, many banks failed. The FDIC provides a
federal government guarantee of deposits and maintains stability and pub-
lic confidence in the nation’s banks. Today, the FDIC insures deposits up to
$100,000 per depositor, per bank. 

By using combinations of individual, joint, and trust accounts in differ-
ent financial institutions, you can obtain federal deposit insurance covering

open market operations.

discount rate

reserve requirement.
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2378.1 >>> Banks and Other Financial Institutions

amounts greater than $100,000. Be careful, however, since different branch
offices count as the same institution, and mergers in the financial service
industry may bring accounts from different banks together. 

Comptroller of the Currency Regulation of national banks is the
main duty of the Office of the Comptroller of the Currency (OCC). The
major activities of OCC are

■ Examination of the loans and investments of national banks with regard
to liquidity, risk, and banking laws

■ Review of the bank’s internal controls

■ Evaluation of bank management’s ability to identify and control risk

■ Approval or denial of applications for new bank charters, branches,
capital, or other changes in corporate or banking structure

■ Rules and regulations governing bank investments, lending, and other
banking practices

IFinancial Institutions in Action
The banking system in the United States has become fairly complex as a
result of the demand for services by a growing number of consumers and
business customers. 

BANKING DEPARTMENTS
Banks are usually organized as a corporation. The business elements of the
bank are handled by various departments.

Loan Department Reviewing credit applications and approving loans
are the primary functions of the loan department. Employees must decide
if an applicant is likely to repay the amount borrowed based on past bor-
rowing activity, future income, and any assets pledged as collateral. 

Personal Banking Individuals and households usually represent a sig-
nificant portion of a bank’s customer base. Bankers must provide service
before and after an account is opened to ensure customer satisfaction. Con-
sumers commonly seek savings, checking, and borrowing services.

Commercial Banking Business clients are a major source of revenue
for most banks. Loans, processing cash receipts, making payments, and
transferring funds are some of the many commercial banking services.

International Banking More and more banks are working with com-
panies that do business around the world. These customers expect foreign
exchange services, international money transfers, letters of credit, and ex-
port loans.

c h e c k p o i n t

What are the main activities of the Federal Reserve System?

✓
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238 Chapter 8 >>> Financial Institutions and Banking Services

Trust Department The control and management of money, invest-
ments, or other property on behalf of customers commonly occurs. This
relationship, called a trust, is an important activity for most banks.

FORMS OF FINANCIAL INSTITUTIONS
While a wide variety of financial institutions exist in the United States,
these organizations are commonly viewed in two major categories.

Depository Financial Intermediaries Most people say they are
“going to the bank” even if they are referring to another type of financial
institution. Depository intermediaries have the main functions of storing
money and making loans to stimulate economic growth.

1. Commercial banks most often offer the widest range of services to both
individuals and business customers. 

2. Savings and loan (S&L) associations traditionally specialize in savings
accounts and home mortgages.

3. Mutual savings banks, also specializing in savings and mortgages, are
owned by depositors rather than by stockholders. 

4. Credit unions are nonprofit financial organizations that offer services
to meet the needs of their owner-customers. 

Non-Depository Financial Intermediaries Customers needing
financial services are also served by non-depository financial intermediaries.

1. Life insurance companies provide financial protection for the dependents
of people who purchase the policies. 

2. Investment companies focus their efforts on pooling funds from many
people to select investments with growth opportunities. 

3. Consumer finance companies emphasize loans to individuals for motor
vehicles, appliances, and other major purchases. 

4. Mortgage companies have the primary function of lending money for
home buying. 

5. Credit card companies mainly offer buying convenience for consumers
who want to delay payment for their purchases. 

Changing Competitive Environment Non-deposit financial in-
stitutions have expanded the services they offer. For example, insurance
companies often provide financial planning and investment advice. In ad-
dition, services of non-depository intermediaries have been added to many
depository companies. Many banks sell various investments to customers in
addition to traditional savings plans. Most credit unions provide mortgages
along with other types of loans. 

For several years, the concept of a financial supermarket has existed. These
financial institutions offer a complete range of services. Often these financial
supermarkets started as a traditional financial business and expanded their
services. One advantage of financial supermarkets is one-stop shopping.
This convenience must be weighed against possible higher costs and reduced
personalized service. Also, some of these financial institutions are not cov-
ered by federal deposit insurance. 

Another activity to attract customers is offering an all-in-one account,
also called an asset management account or a cash management account. For a

t e a m w o r k
A wide variety of
choices are available
as to which financial
institution a person or
business may use. In
your team, prepare a
list of questions that you
would ask when choos-
ing among various
financial institutions.
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2398.1 >>> Banks and Other Financial Institutions

single fee, investment brokers and others provide a checking account, a debit
card, a credit card, online banking, as well as a line of credit for obtaining
quick cash loans. These accounts also provide access to stock, bond, mutual
fund, and other types of investments.

The competitive environment of financial institutions has been influ-
enced by online banking activities. Electronic banking with virtual branch
offices has changed the expectations and behaviors of bank customers. In
the past, banks were only open from 9 a.m. to 3 p.m., Monday through
Friday. Today, customers have 24-hour access to banking activities
anywhere in the world.

Comparing Financial Institutions Always balance your needs
with the conditions imposed upon you. When you are not satisfied, shop
around! To obtain the best value for your financial services dollar, consider
the following guidelines.

1. Services Offered In general, select the checking account with the
lowest costs. Locate the best interest rate on your savings. Find the
lowest interest rate for loans.

2. Safety Be sure your financial institution is insured by the FDIC or
by the National Credit Union Share Insurance Fund for credit unions.
When doing business with an investment broker, look for Securities
Investor Protection Corporation (SIPC) coverage. The SIPC exists to
protect investors when their brokerage firm is closed due to bankruptcy
or other financial difficulties.

3. Convenience Decide if you want 24-hour banking or branch offices
near your home. A tradeoff usually exists between more convenience
and higher costs.

4. Fees and Charges Financial services have costs. Compare your needs
with the price you pay. A small ATM fee or checking account service
charge can add up to hundreds of dollars in a short time.

Competitive banks provide convenience for their customers.
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240 Chapter 8 >>> Financial Institutions and Banking Services

5. Restrictions Costs are not always measured in dollars. If you must
keep $500 on deposit for a “free” checking account, you may lose the
opportunity to earn interest on those funds at a better rate elsewhere.

c h e c k p o i n t

How do depository and non-depository financial intermediaries differ?

✓

High-Cost Financial Service Companies
Some people pay $8 to cash a $100 check, or they pay $20 to borrow
$100 for two weeks. Many people without access to traditional financial
institutions, especially low-income consumers, use financial service busi-
nesses that are very expensive. 
Pawnshops make loans based on the value of tangible possessions such
as jewelry. Many low- and moderate-income families use these companies
to obtain cash loans quickly. Pawnshops charge higher fees than other
financial institutions. While states regulate the interest rates charged by
pawnshops, 3 percent a month or higher is common.
Check-cashing outlets are used to obtain cash by people who do not
have a bank account. The more than 6,000 check-cashing outlets (CCOs)
in the U.S. charge anywhere from 1 to 20 percent of the face value of a
check; the average cost is between 2 and 3 percent. For a low-income
family, that can be a significant portion of the total household budget.
CCOs also offer other services, including electronic tax filing, money or-
ders, private postal boxes, utility bill payment, and the sale of bus and
subway tokens.
Payday loans are also referred to as cash advances, check advance loans,
postdated check loans, and delayed deposit loans. Desperate borrowers
pay annual interest rates that sometimes exceed 1,000 percent to obtain
needed cash. Payday loans are most commonly used by workers trapped
in debt. In a typical payday loan, a consumer writes a personal check for
$115 to borrow $100 for 14 days. The payday lender agrees to hold the
check until the next payday. This $15 finance charge for the 14 days
translates into an annual percentage rate of 391 percent. Some consumers
“roll over” their loans, paying another $15 for the $100 loan for the next
14 days. After a few rollovers, the finance charges can exceed the amount
borrowed. 
Rent-to-own centers allow consumers to obtain televisions, comput-
ers, furniture, and appliances with a low initial payment. The leased
products may be owned after a certain number of payments. One case
in Wisconsin, with more than 10,000 complainants, accused the rental
chain of illegally charging interest rates as high as 100 percent to rent
televisions and other appliances, often to customers in low-income areas. 

Think Critically
1. Why do high-cost financial services exist?
2. What actions might be taken by consumers to avoid these high-cost

financial services?

ethicsa question of
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8.1 Lesson Assessment

UNDERSTAND CONCEPTS
Determine the best answer for each of the following questions.

1. To increase the money supply, the Fed would
a. lower the discount rate
b. raise the discount rate
c. raise the reserve requirement
d. sell government securities

2. True or False? The first Bank of the United States later became the
Federal Reserve System.

3. When creating a national bank, a charter must be obtained from
a. the Federal Reserve System
b. a state banking regulatory agency
c. the Comptroller of the Currency
d. the Federal Deposit Insurance Corporation

4. True or False? A life insurance company is an example of a non-
depository financial intermediary. 

MAKE ACADEMIC CONNECTIONS
5. History Conduct research on state banknotes used in the United

States between 1793 and 1861. Prepare a visual summary of the
various types of paper currency issued by state banks. 

6. Law Obtain information on the legal powers of the Federal Reserve
System, the Federal Deposit Insurance Corporation, the Office of
the Comptroller of the Currency, or the Securities Investor Protection
Corporation. Write a one-page summary of your findings.

7. Economics Research recent trends in the level of interest rates, the
money supply, and consumer prices. What actions have been taken
by the Fed to influence these economic factors? 

8. Communication Conduct research online or in person about the
various departments and services of a specific bank. Create a poster,
a computer presentation, or a 3-D model of the various departments
of the bank. 

9. Math A bank is required to maintain a 14 percent reserve require-
ment and has deposits of $54,000. 
a. What amount must be kept on reserve, and what amount may

be lent out? 
b. If the total amount lent out was deposited in other banks, how

much of those funds would be required to be kept on reserve?
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IConsumer Services
The financial services available to consumers are continually evolving as a
result of technology, changing laws, and new competition. As shown in
Figure 8-2, these services may be viewed in five major categories. 

Terms
• automatic teller machine

(ATM)

• debit card

• safe-deposit box

Goals
• Describe financial services

commonly used by con-
sumers.

• Identify types of com-
mercial banking services.

8.2 Financial Services

• trust

• lock box

• commercial lending

Consumer Financial Services

FIGURE 8-2
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ELECTRONIC BANKING
Electronic funds transfer (EFT) refers to the use of computers and other tech-
nology for banking activities. Electronic banking services include the use of
automated teller machines, point-of-sale transactions, direct deposit, and
automatic bill payment. Online banking with a computer allows a customer
to assess many financial services.

Automatic Teller Machines An 
more commonly called a cash machine, allows many banking services. A

or cash card, is used for ATM transactions. 
A debit card is different from a credit card. With the debit card you are

obtaining or using money that is in your account. With a credit card, you
are borrowing to pay later. A lost or stolen debit card can be expensive. If
you notify the financial institution within two days of the lost card, your
liability for unauthorized use is $50. After that, you can be liable for up to
$500 of unauthorized use for up to 60 days. 

debit card,

automatic teller machine (ATM),
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2438.2 >>> Financial Services

ATM services have expanded to provide other types of transactions.
These machines can be used to buy bus passes, postage stamps, and gift cer-
tificates. Be aware that many banks charge fees for ATM usage. To minimize
these fees, compare rates at different financial institutions. Use your bank’s
ATMs to avoid surcharges. Withdraw larger amounts to avoid fees in several
small transactions.

Point-of-Sale Payments In a point-of-sale transaction, merchants ac-
cept debit cards to pay for purchases. Most gas stations, stores, and restau-
rants accept this type of payment. Vending machines that accept debit cards
are becoming more common.

Direct Deposit Many persons use direct deposit for paychecks and
government payments. Funds are deposited electronically and available
automatically.

Automatic Bill Payments Each month, many people pay their rent,
mortgage, loans, utilities, and other bills without doing anything. Automatic
bill payment requires a bank customer to authorize preset amounts for monthly
expenses. The payments are deducted from the specified account and trans-
ferred to the appropriate companies. 

Online Banking Computers and many cell phones have become bank
branches. Developments in technology have created a cyber-banking network
that allows customers to
check balances, transfer
funds, and make payments
anywhere, anytime. While
most traditional financial
institutions offer online
banking services, Web-only
banks also exist. For exam-
ple, NetBank and E*Trade
Bank operate only online
while also providing cus-
tomers access to ATMs.

SAVINGS SERVICES
Safe storage of funds for
future use is a common
need. One of the main
services that financial
institutions offer is accept-
ing money from customers
for safekeeping. Various
types of savings plans are
available for this purpose.
These range from basic
savings accounts and
certificates of deposit to
money market accounts
and various types of retire-
ment accounts.

A giro is a payment
used in Europe in
which account holders
instruct that funds be
transferred from their
bank to the account of
a person to be paid.
Today, most giros are
processed electronically.

ATMs are one type of electronic banking service most
financial institutions provide.
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244 Chapter 8 >>> Financial Institutions and Banking Services

PAYMENT SERVICES
The ability to transfer money to others is necessary for daily business activi-
ties. Money deposited in a checking account can be used by writing a check.
Other types of payment services include debit cards and online automatic
withdrawals.

Checking Accounts While the number of checks written each year
declines, checking accounts are still important for businesses and individu-
als. A variety of types of checking accounts exist to serve the needs of indi-
viduals and businesses. When selecting a checking account, you should
consider these factors.

■ Minimum balance required to avoid a service charge

■ Interest rate earned on the account, if any

■ Monthly service charge

■ Amount of other fees, such as for printing of checks and stop payment
orders

■ Availability of other services, such as online banking

Today, stores and other businesses process a check at the time of pur-
chase using an electronic check conversion (ECC) system. The check moves
through an ECC reader to obtain the amount, account number, and bank
information. After processing, the paper check may be returned to the cus-
tomer marked “void.”

Debit Cards Most retail stores, restaurants, and other businesses accept
debit cards issued by Visa and MasterCard. When the debit card transaction
is processed, the amount of the purchase is deducted from the checking ac-

count. Most debit cards work
in two ways.

1. You sign a receipt, simi-
lar to when you use a
credit card

2. You are asked to provide
your personal identifica-
tion number (PIN), simi-
lar to when you use an
ATM

Online Payments
Banks and Internet com-
panies serve as third parties
to facilitate online bill pay-
ments. Some of these include
PayPal, CheckFree, and
Paytrust. When using these
services, be sure to consider
the monthly charge as well
as online security and cus-
tomer service availability.
Also on the Web are “cyber-
cash” or “e-cash” servicesMany people now pay bills online.

©
G

E
T

T
Y

IM
A

G
E

S
/P

H
O

T
O

D
IS

C

45092_08_ch08_p232-263.qxd  2/10/07  11:27 AM  Page 244



designed to serve as financial intermediaries. These organizations create their
own e-money that serves as a medium of exchange for online transactions.

Other Electronic Payment Methods Stored-value cards are prepaid
cards for such items as cell phone service, transit fares, highway tolls, laun-
dry service, and school lunches. While some of these stored-value cards are
disposable, others can be recharged with an additional amount.

Smart cards, also called “electronic wallets,” are similar to ATM cards.
An imbedded microchip can store prepaid amounts as well as information
about account balances, transaction records, insurance information, and
medical history.

LENDING SERVICES
Most people, businesses, and governments borrow money at some time. For
example, a business may want to borrow money to build a new warehouse
or buy products to resell. Individuals may borrow to buy a car or pay college
tuition. Interest earned on loans is a major source of bank income. 

Banks offer various types of lending services. These include auto loans,
business loans, and mortgages. Credit cards allow users to buy items such as
clothing or sports equipment. When a bank issues the credit card, the user
is borrowing money from the bank. 

Another way that banks lend money is by sending a few checks with a
customer’s credit card statement. The customer can use one of the checks to
obtain cash or to pay a bill. If the customer uses the checks, the amount of
each check is charged to the customer’s credit card account. In effect, the
amount of the check is a loan. Be aware that this type of loan is often more
expensive than other kinds of credit. 

OTHER FINANCIAL SERVICES
Banks and other financial institutions offer other services to individual con-
sumers and households. 

Storage of Valuables Banks offer where customers
can store valuables. Because these boxes are in well-guarded vaults, they are
safe places to keep valuables such as jewelry, rare coins, investment certifi-
cates, birth certificates, wills, and insurance policies. 

The box can be opened only by the customer or by someone who has
been given the right to open it. Not even a bank has the right to open a
safe-deposit box unless it is ordered to do so by a court. Safe-deposit boxes
are rented by the year and come in a variety of sizes.

Investment Advice Many financial institutions help customers by of-
fering financial advice and investment services. These advisors can assist
customers about whether it is wise to buy a certain house, how to manage
money better, or how to exchange U.S. funds for foreign currency. Most
banks offer advice on investing savings to earn more money. Types of invest-
ments include government bonds, stocks, and mutual funds.

Management of Trusts Many banks manage investments on behalf
of customers. A is the legal agreement for one party to control prop-
erty for the benefit of another. When this situation exists, the money or
other property that is turned over for the bank to manage is said to be held

trust

safe-deposit boxes

2458.2 >>> Financial Services

t e a m w o r k
The future of banking
is limited only by the
imagination of people
developing technology.
In your group, create a
written description of
ways in which people
may use banking
services in the future.
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in trust. This service can be offered through a trust company or through
trust departments in banks.

Trusts are used by people of all ages, but they are especially useful for
young people and for some elderly people. A young person who inherits
money may not have the skill and experience to manage it wisely. Elderly
people who are ill may ask the trust department of a bank to manage their
money. The bank makes investments and keeps the customers informed
about what is happening to their money.

c h e c k p o i n t

What electronic banking services are commonly available for 
consumers?

✓

topicstechnology

Body Part Banking
“Look into the camera for your account balance.” “Place your finger on
scanner to authorize payment.” Biometry is the analysis of biological ob-
servations, and its use in personal identification is not new. For centuries,
scars, complexion, eye color, and height have been used to identify peo-
ple. Today, technology known as biometrics allows for banking and other
security activities based on physical features.

Fingerprint Verification Bank of America created a program to use a
person’s fingerprint to give individuals access to their online banking ser-
vices. Law enforcement agencies have long used fingerprint identification
techniques. While it is quite accurate, flaws exist. For banking, a chip is
used to store a customer’s fingerprint. A payment or funds transfer would
be authorized when the customer places a finger on a small scanner.

Iris Scanning The pattern of every person’s iris is unique. Scanning the
characteristics of your eyeball may someday be used as a bank account
password or to allow access to your computer. Cameras exist that allow
the iris to be scanned from a distance of two or three feet.

Voice Recognition Customers at the American Savings Bank in Hawaii
no longer have to enter a number to access their account. Using a voice-
activated response system, customers are able to obtain an account bal-
ance or make a money transfer. 

Hand Geometry This biometric system measures physical characteris-
tics of the hand or fingers. Using a three-dimensional view, this technol-
ogy allows workers to access a secure area and may be used in the
future to permit banking transactions. In a similar way, Mr. Payroll face
recognition machines compare two images of the face to authorize
check cashing.

Think Critically
1. What concerns might be associated with biometric banking activities?
2. Conduct an Internet search to obtain additional information on recent

technology being used in banking transactions.
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ICommercial Banking
In addition to consumers, banks and other fi-
nancial institutions serve the needs of business
organizations.

CASH MANAGEMENT
The inflow and outflow of funds is a vital ele-
ment of every business. Banks provide ser-
vices to assist with cash receipts and payments.

Cash Receipts Collection of cash, checks,
and other receipts is a common commercial
banking service. A is a secured
postal box used to receive customer pay-
ments. A bank collects receipts from the lock
box and deposits the funds into the company’s account. The business is then
notified of the total amount received. A bank may collect receipts from the
lock box several times in a business day.

Cash Payments Most often, a checking account is the basis of a com-
pany’s cash disbursements. In addition, electronic payment systems are
gaining in popularity for payment activities and transfer of funds. 

BUSINESS LOANS
Every business organization will likely use credit at some point.

refers to loans to businesses. 

Commercial Loan Purposes Business loans include

■ Real estate in the form of buildings or land
■ Construction of new or expanded buildings or other facilities
■ Equipment needs, such as new machinery or replacement of

depreciated vehicles
■ Operations, such as financing for repairs, additional inventory, or

covering unexpected business costs

Commercial lending

lock box

2478.2 >>> Financial Services

The Small Business Administration maintains
a web site with helpful information for small
businesses. Access thomsonedu.com/school/
busfinance and click on the link for Chapter 8.
What information is available on starting a
business?

www.thomsonedu.com/school/busfinance

Banks serve the needs of businesses by offering credit in the form of business loans.

D
IG

IT
A

L
V

IS
IO

N

45092_08_ch08_p232-263.qxd  2/10/07  11:27 AM  Page 247



Types of Commercial Loans Common commercial lending activities
include

■ Term loans, usually from one to five years, used to obtain cash for the
purchase of equipment, buildings, land, or to update business facilities

■ A line of credit allowing a business to obtain additional funds up to a
certain amount without a new loan application

■ Company credit cards, which may be used by employees when travel-
ing on business or for other company-related expenses

■ Contract financing to finance a project from which income will not be
received until it is near completion

■ Bridge loans for temporary borrowing between a loan and longer-term
financing

■ Asset-based lending, a secured business loan in which the borrower
pledges a specific company asset to serve as collateral

BUSINESS ASSISTANCE
Banks work with businesses, both large and small, to improve their ratio of
success. Continued financial growth of companies also benefits banks. As
businesses grow, they will increase their use of banking services. In an effort
to help companies succeed, banks offer several services. 

Information Services Knowledge of technology, inventory methods,
financial planning, economic conditions, and government regulations is a
key to success. Banks often offer information to companies through personal
contact or group seminars. These programs help small and medium-sized
businesses adapt to changing market conditions, expand revenue sources,
and reduce costs.

Small Business Administration Programs Banks often work
with the Small Business Administration (SBA), a federal government agency
that was created to assist and counsel small companies. SBA guidelines for
defining a “small business” are based on the number of employees and
amount of revenue. These criteria vary for different types of industries. 

The SBA coordinates with banks to implement its loan programs. While
some direct loans are provided by the SBA, the majority of its efforts involve
guaranteeing bank loans to small businesses. SBA programs also include as-
sistance to obtain federal contracts, business management guidance, and
specialized efforts for women, minorities, and armed forces veterans. 

Since the SBA started in 1953, about 20 million small businesses have
received help from one of its programs. Each year, the SBA backs more than
$12 billion in loans to assist various types of small businesses. 

248 Chapter 8 >>> Financial Institutions and Banking Services

c h e c k p o i n t

What are the main commercial services offered by banks?

✓
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8.2 Lesson Assessment

UNDERSTAND CONCEPTS
Determine the best answer for each of the following questions.

1. The electronic banking service that would be used to transfer funds
each month for a mortgage is 
a. direct deposit
b. automatic bill payment
c. point-of-sale payment
d. prepaid debit card

2. True or False? Using a debit card is similar to writing a check.

3. An example of a commercial banking service is
a. a safe deposit box 
b. a bridge loan
c. an individual checking account
d. a home equity line of credit

4. True or False? Trust management is a type of electronic banking
service.

5. A legal agreement created when one party manages property for
the benefit of another is a 
a. trust
b. safe-deposit box
c. direct deposit
d. debit card

MAKE ACADEMIC CONNECTIONS
6. Technology Conduct a survey of 10 to 15 people about their use

of online banking. What services did they use, and how often?
Create a table or graph in a spreadsheet program to report your
findings.

7. Research Locate examples of online payment services and “cyber-
cash” companies. What services are provided? What concerns
might be associated with these services? Write a summary of your
findings.

8. Culture Research financial services and payment methods com-
monly used in various countries around the world. Prepare a written
summary of your findings.

9. Communication Talk to a local business owner or a small business
manager. Obtain information about the types of commercial bank-
ing services used. Prepare a brief oral summary.
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IGlobal Banking Activities
Many of today’s financial services started hundreds and even thousands of
years ago. As trade took place among geographic regions, savings accounts,
loans, and other banking activities developed. 

EARLY INTERNATIONAL BANKING
Evidence exists that banking activities have been in operation for thousands
of years. In many societies as early as 2000 BC there were financial activities
such as bank deposits, loans, and coining of money. 

Ancient Civilizations The valued treasures of ancient Babylonia were
the basis of lending money. Religious temples were used as safe-deposit
vaults to store valued items. Coins were first used in Greece starting around
500 BC.

The Roman Empire took many of these innovations to the next level.
Their banking system included receipt of savings deposits and loans for var-
ied purposes.

European Developments As European explorers expanded trade in
the 1400s, banking experienced a renewal. In Italy, moneychangers served
the purpose of exchanging currencies from various regions, allowing traders
to obtain payment in their home currency.

One of the first enterprises to offer an array of banking services, includ-
ing checking accounts, was the Bank of Barcelona (Spain). Within a few years,
similar banks developed in Amsterdam (The Netherlands), Venice (Italy),
and Hamburg (Germany).

In 1800, Napoleon started the Bank of France, which had a strong finan-
cial influence in Europe from that point. In Britain, early banking activities
were conducted by goldsmiths. They provided safekeeping of valuables and
lent money. Gold and silver served as an assurance that the paper money
being used was backed by a tangible, valuable asset. 

INTERNATIONAL TRADE AND BANKING
Expanded global trade is accompanied by a growth of international banking.
Financing of international transactions is generally handled by banks and
other financial institutions. Today, nearly 100 U.S. banks have more than
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Terms
• World Bank

• International Monetary
Fund

• development bank

Goals
• Describe the development

of international banking
activities.

8.3 International Banking

• Identify organizations
that assist with inter-
national finance activities.
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1,000 foreign branches. In addition, over 250 foreign banks have offices in
the United States.

Because of the expansion of foreign banks in the U.S., Congress passed
the International Banking Act in 1978. This legislation requires foreign banks
operating in the United States to operate under federal banking regulations.
These global companies are required to have deposit insurance in order to
do business in the United States.

Increased international banking activity has resulted in more standard-
ized regulations across borders. In recent years, over 100 countries agreed to
a global standard for evaluating the financial stability of banks. Banks are
required to maintain a certain ratio of capital to reduce the risk of bank fail-
ure. However, tradition and economic conditions can create differences
among the banking activities in various geographic regions. 

Africa Less than half of South Africans have access to a bank and its ser-
vices, due to distance and lack of documentation of income and address. In
addition, the bank fees in the country are some of the highest anywhere.
Cell phones in South Africa allow workers to transfer funds hundreds of
miles to their families in rural areas. This electronic money can then be used
in the local village to buy food and other items. The more than 80 million
cell phones users in Africa are able to take advantage of technology to expand
business activities and serve family needs.

Asia After the currency crisis in the late 1990s, profits of Japanese banks
declined from a gain of $7 billion to a loss of $50 billion. Major banks have
realized the need to downsize their scope and focus on specialized services.
In contrast to the Asian multinational banks, countries such as Cambodia,
Laos, and Vietnam still have areas where more traditional, informal banking
takes place. Currency exchange activities and lending can occur with street
traders as well as in more formalized bank settings. 

Europe Expansion of the European Union (EU) to 25 member nations
and attempts to completely integrate financial services created several

As technology makes the world smaller, global banking activities increase.
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banking challenges. Conflicting banking regulations in various countries
reduce the opportunity for standardization. Many local financial markets
are set in their traditions, creating an additional barrier to EU banking
integration.

The use of the euro as the official currency is another area of diversity.
Long-time EU members Britain, Denmark, and Sweden have opted not to
use the euro. Recently admitted members, including the Czech Republic,
Hungary, Poland, Slovenia, and Slovakia, hope to meet the economic re-
quirements that will allow them to become part of the euro zone.

Latin America Banking customers in Brazil usually do business with
one of the three large banks in the country: Itaú, Bradesco, and Unibanco.
These organizations dominated the industry with their thousands of
agências (“storefront” agencies) and postos (“customer-site” agencies) along
with caixas automáticos (ATMs). These many branches resulted when local
areas desired a banking office as a status symbol for their region.

Brazilians do not usually mail checks. Most bills come printed with a
bank payment slip. Customers may walk in to a bank branch and pay with
a check, cash, or a bank card. Or, the payment may be made at an ATM
using the bar code identification on the form. More and more Brazilians are
using the Internet to make payments.

Middle East No formal money and banking system existed in the Mid-
dle East until 1952 when the Saudi Arabian Monetary Agency (SAMA) was
created. Previous to that, foreign coins served the monetary needs of the
region. Most of the coins had a value based on their gold or silver content. 

The main function of SAMA was to maintain a stable currency value.
This central bank used various monetary policy actions, including the setting
of interest rates that commercial banks may charge and selling government

252 Chapter 8 >>> Financial Institutions and Banking Services

The World Bank provides funds to less-developed countries for infrastructure
improvements in transportation and utilities.
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securities to cover budgetary and balance of payments needs. SAMA also
regulated various financial institutions (commercial banks, exchange dealers,
and moneychangers) and handled receipts and payments of government
funds.

c h e c k p o i n t

What relationship exists between international trade and global
banking activities?

✓

IGlobal Financial Organizations
International banking transactions go beyond financial institutions. Several
international agencies exist to promote business activities and economic
development.

WORLD BANK
The International Bank for Reconstruction and Development, more com-
monly called the was created in 1944 to provide loans for re-
building after World War II. Today, the World Bank has the main function
of providing economic assistance to less-developed countries. These funds
are used to build communications networks, transportation systems, and
utility plants.

The World Bank, with over 180 member countries, has two main divisions.
The International Development Association (IDA) makes funds available to
help developing economies. These loans can be paid back over many years
(up to 50) and have very low interest rates. The International Finance Cor-
poration (IFC) provides capital and technical assistance to businesses in na-
tions with limited resources. The IFC encourages joint ventures between
foreign and local companies to stimulate capital investments in the devel-
oping nation. 

INTERNATIONAL MONETARY FUND
The is an agency that helps promote
economic cooperation by maintaining an orderly system of international
trade and exchange rates. The IMF was established in 1946, when economic
interdependence among nations was escalating at a greater pace than ever
before in history.

Before the International Monetary Fund, a country could frequently
change the value of its currency to attract more foreign customers. Then as
other countries lost business, they would impose trade restrictions or lower
the value of their currency. As one nation tried to outdo another, a trade
war often resulted. Today, cooperation among IMF nations creates a more
orderly trade and monetary exchange.

The IMF, with over 180 member nations, is a cooperative deposit bank
that provides assistance to countries experiencing balance of payment diffi-
culties. When a nation’s debt increases, its currency declines in value, result-
ing in even more debt. High debt payments mean less money is available

International Monetary Fund (IMF)

World Bank,

Several years ago,
Ghana had inflation
of over 100 percent
and quickly declining
exports. The IMF sug-
gested various import
controls and lower
tax rates to stimulate
economic gowth for
Ghana.
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for the country to improve its economic development. To prevent this situ-
ation, the International Monetary Fund has three main duties.

1. Analyze Economic Situations In an attempt to help countries
avoid economic problems, the IMF will monitor a country’s trade, bor-
rowing, and government spending.

2. Suggest Economic Policies After analyzing the economic focus of a
nation, the IMF will suggest actions to improve the situation. If a coun-
try imposes restrictions that limit foreign trade, for example, the IMF
may recommend changes to encourage global business activities.

3. Provide Loans When a country has high foreign debt, the IMF lends
money to help avoid major economic difficulties. These low-interest
loans can keep a country from experiencing an escalating trade deficit
and a declining currency value. 

ORGANIZATION FOR ECONOMIC COOPERATION
AND DEVELOPMENT
Created in 1961, the Organization for Economic Cooperation and Develop-
ment (OECD) has 30 member countries. These industrialized nations have
a commitment to democratic government and the market economy. In
addition to its members, OECD works directly with 70 other countries to ex-
pand free trade and encourage economic development among developing
economies. OECD also identifies polices to develop appropriate governance
by both governments and corporations. Recommendations are offered to
promote sustainable development and scientific innovation. 

REGIONAL DEVELOPMENT BANKS
Other regional organizations exist to help less-developed countries reduce
poverty and expand economic activities. A is an orga-
nization of several countries created to provide financing for economic de-
velopment to countries in a region.

development bank

254 Chapter 8 >>> Financial Institutions and Banking Services

Development banks provide assistance to create sustainable economic growth.
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Inter-American Development Bank In Latin America and the
Caribbean, the Inter-American Development Bank (IDB) was established in
1959. The IDB exists to provide funds and technical assistance programs to
enhance economic and social development. The IDB uses a major portion
of its resources for the smaller economies in the region. The agency works
closely with the IMF and the World Bank, and will often co-finance reforms,
projects, and programs. The success of the IDB has resulted in other regions
creating their own development banks. 

Asian Development Bank With more than 60 member countries
(47 in Asia), the Asian Development Bank (ADB) has the goal of improving
economic development and quality of life for people in Asia and the Pacific.
A strong emphasis is placed on serving the nearly two billion in the region
who live on less than $2 a day. 

The ADB provides public policy discussions, loans, technical assistance,
grants, and guarantees. With headquarters in Manila and 26 other offices
around the world, the organization employees more than 2,000 employees
from over 50 countries.

African Development Bank Dedicated to reducing poverty and im-
proving the lives of people in Africa, the African Development Bank imple-
ments a variety of economic and social programs. Loans, equity investments,
and technical assistance are the main tools used to achieve its goals. 

Members in the organization include 53 African countries and 24 non-
African countries from the Americas, Asia, and Europe. Established in 1964,
every action of the African Development Bank is aimed at creating sustain-
able economic growth and regional economic cooperation. 

Other Regional Development Banks The reduction of poverty
and expansion of economic activities are concerns throughout the world.
Other examples of regional development banks include the Caribbean De-
velopment Bank, the Central American Bank for Economic Integration, the
European Bank for Reconstruction and Development, and the Islamic

t e a m w o r k
Many countries con-
tinue to face difficult
economic situations.
In your team, develop
a list of actions that
could be taken to
encourage improved
business development
and expanded eco-
nomic growth in various
geographic regions.

Low-interest loans for business needs can support and enhance economic 
development.
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Development Bank. These organizations attempt to stimulate business
development and foreign trade and thereby creating jobs and improving
quality of life.

256 Chapter 8 >>> Financial Institutions and Banking Services

c h e c k p o i n t

What is the purpose of a regional development bank?

✓

in actionbusiness

Central Banks and Government Financial 
Activities
Every local and national government uses banking services. Like businesses,
government agencies must receive, pay, save, and borrow funds. In nearly
every country of the world, a central bank exists. These state-owned
agencies provide governments with banking services. Every central bank
serves one or more of these functions.

1. Maintain a stable money supply using monetary policy tools.

2. Issue adequate amounts of currency to facilitate business activities.

3. Manage the receipts and payments of government agencies.

4. Provide loans for government agencies and other enterprises.

5. License commercial banks operating in the country.

In some countries these financial agencies are called reserve banks or a
monetary authority. Names of central banks around the world include the
Reserve Bank of India, the Monetary Authority of Singapore, the Brunei
Currency Board, the Central Bank of Cyprus, the Czech National Bank,
and the Bank of England.

In some situations, a central bank may have authority over several
countries. The European Central Bank, based in Frankfort, Germany, is
the central bank for the European Monetary Union (EMU), consisting of
EU members that use the euro as their official currency. These “euro zone”
countries are all served by one central bank. Each member country also
has its own central bank that works with the European Central Bank. The
Central Bank of West Africa States issues a monetary unit called the franc
for the African Financial Community. This currency is used in eight coun-
tries (Benin, Burkina Faso, Guinea Bissau, Côte d’Ivoire, Mali, Niger,
Senegal, and Togo). These countries are also referred to as the West
African Monetary Union (WAMU).

While the primary role of central banks is to provide governments
with financial services, they also assist businesses and non-governmental
organizations (NGOs). The regulation of banking activities along with
a stable currency provides a beneficial economic environment for all
participants.

Think Critically
1. How do central banks serve the people of a country? 
2. Conduct an Internet search on a central bank in another region of the

world. Obtain information about its structure, authority, and activities.
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8.3 Lesson Assessment

UNDERSTAND CONCEPTS
Determine the best answer for each of the following questions.

1. Early banking activities in ancient civilizations included
a. online banking
b. coins made from precious metals
c. checking accounts that earned interest
d. credit cards

2. True or False? The World Bank and the International Monetary Fund
both provide loans to countries to stimulate economic development.

3. The organization most likely to meet the local needs of a country
when improving its economic situation would be the 
a. World Bank
b. International Monetary Fund
c. Organization for Economic Cooperation and Development
d. Regional Development Bank

4. True or False? A regional development bank has the main purpose
of helping a country stabilize the value of its currency.

MAKE ACADEMIC CONNECTIONS
5. History Locate photos or drawings of early banking activities. Pre-

pare a visual presentation and a short written summary of your
findings.

6. Global Business Research the banking activities in a geographic
region. What types of banking institutions and financial services are
commonly used in countries in that area?

7. Research Conduct research on recent activities of the World Bank
and the International Monetary Fund. Prepare a brief oral summary
of your findings.

8. Geography Select one of the regional development banks discussed
in this lesson. Locate a map and indicate the countries that are served
by this bank. Obtain additional information on recent activities of
the development bank.
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Chapter 8 Assessment

Summary
8.1 BANKS AND OTHER FINANCIAL INSTITUTIONS

1. The First and Second Banks of the U.S. were early attempts to create a
stable monetary system. Due to political differences, neither bank had
its charter renewed when it expired. The Federal Reserve System was
created to supervise and regulate member banks to help them serve the
public efficiently. The Federal Deposit Insurance Corporation (FDIC)
and the Comptroller of the Currency protect banking customers and
regulate the activities of national banks. 

2. The main departments of most banks are the loan department, per-
sonal banking, commercial banking, international banking, and the
trust department. The two main types of financial intermediaries are
depository and non-depository. In recent years, nearly all financial
institutions have begun to offer a wider variety of financial services.

8.2 FINANCIAL SERVICES

3. The main categories of financial services used by consumers are elec-
tronic banking, savings, payments, lending, and other services such
as safe-deposit boxes, investment advice, and trust management.

4. Commercial banking services include cash management, business loans,
and business assistance.

8.3 INTERNATIONAL BANKING

5. As early as 2000 BC, banking activities included accepting deposits,
making loans, and coining money. Expanded global trade is accom-
panied by a growth of international banking. Banking activities in
various geographic regions are affected by tradition and economic
conditions. 

6. The World Bank has the main function of providing economic assis-
tance to less-developed countries. The International Monetary Fund
promotes economic cooperation by maintaining an orderly system of
international trade and exchange rates. Regional development banks
exist to assist less-developed countries reduce poverty and expand
economic activities.

258 Chapter 8 >>> Financial Institutions and Banking Services
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Develop Your Business Language
Match the terms listed with the definitions. Some terms will not be used.

1. Electronic banking service machine,
more commonly called a cash machine

2. Rate the Fed charges on loans to
member banks

3. Secured postal box used to receive
customer payments

4. International Bank for Reconstruction
and Development; created in 1944 to
provide loans for rebuilding after
World War II

5. Card that allows user to obtain or use
money from a checking account

6. Process of buying and selling govern-
ment securities

7. Percentage of funds that a bank is
required to hold

8. Loans to business enterprises for vari-
ous company needs

9. Boxes in well-guarded bank vaults,
rented by customers to store valuable objects and documents

10. Agency that helps promote economic cooperation by maintaining an
orderly system of international trade and exchange rates

Review Concepts
11. The monetary policy of the Federal Reserve System refers to

a. lending to assist poor countries
b. borrowing by the federal government to pay for public services
c. maintaining an appropriate amount of money in circulation
d. influencing the exchange rate of currencies in different countries

12. Deposits of consumers are protected from loss by the 
a. Federal Reserve System
b. Federal Deposit Insurance Corporation
c. Comptroller of the Currency
d. World Bank

13. Maintaining an orderly system of currency exchange rates is a primary
function of the 
a. International Monetary Fund
b. Federal Reserve System
c. World Bank
d. Organization for Economic Cooperation and Development

14. A ? has the primary purpose of lending money for home buying.
a. bank c. credit union
b. life insurance company d. mortgage company

259Chapter 8 >>> Review

a. automatic teller
machine (ATM) 

b. commercial lending 
c. debit card
d. development bank
e. discount rate
f. Federal Reserve

System 
g. International

Monetary Fund (IMF)
h. lock box
i. open market

operations
j. reserve requirement
k. safe-deposit box
l. trust

m. World Bank
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Chapter 8 Assessment

Think Critically
15. Monetary policy refers to Federal Reserve actions to influence the money

supply and economic conditions. Fiscal policy is spending and taxing
by the government, which can also affect economic conditions. De-
scribe how changes in spending and taxes can affect economic activities.

16. The Community Reinvestment Act requires that financial institutions
provide loans and other funds to assist low-income people with home
purchases and for starting businesses. What are the benefits of this
federal legislation? 

17. As more financial institutions offer a wider variety of services, does
competition between them increase or decrease? Explain your answer. 

18. Increased use of technology for banking creates convenience for cus-
tomers. What are some concerns associated with electronic banking
activities? 

19. Should restrictions be placed on foreign banks doing business in the
United States? Explain your answer. 

20. Environmentally-friendly sustainable development is a goal of many
governments and organizations. How might this goal be achieved? 

Business Financial Calculations
21. During a recent six-month period, a customer’s balances were April,

$148; May, $201.97; June, $101.61; July, $418.53; August, $248.29;
and September, $154.36. Monthly service charges for a checking
account are based on the bank’s rate schedule, as shown below.

Minimum Balance Charge

0–$199 $5
$200–$399 $3
$400 and over no charge

a. How much was the service charge for each month?
b. What was the total service charge for the six-month period?

22. On June 1, Brad Keller had a checking account balance of $140. He has
his paychecks automatically deposited. His earnings for June were
$1,080. During the month, he wrote checks for $87, $146, $29, and
$292. He had $120 automatically transferred from his checking
account to his savings account. In addition, he used his ATM card to
withdraw $60 in cash. The bank charges 75 cents for each EFT transfer
or withdrawal. Find Brad’s bank balance after these transactions.

23. A company needs to borrow $72,000 for 60 days to finance its
inventory for the fall selling season. If the annual interest rate of this
loan is 5.5 percent, what would be the cost of borrowing these funds?
Assume a 360-day financial year.
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Analyze Cases
Use the case from the beginning of the chapter, Commercial and Global
Banking at Wells Fargo, to answer the following questions.

24. What types of commercial banking services offered by Wells Fargo could
be of value to businesses in your community?

25. How might Wells Fargo adapt its commercial banking services to serve
the needs of family-run businesses in poor countries?

26. Create some promotional messages that Wells Fargo might use to pro-
mote its commercial and international banking services. 

27. What are possible benefits and drawbacks of the HSBC joint venture? 

28. Wells Fargo hopes to expand its commercial banking among major
companies based in other countries. 
a. What services would be appropriate for customers in this new target

market?
b. What actions might be taken by the company to offer commercial

banking services in other countries? 

Portfolio Activity
COLLECT an item related to banking services and financial institutions in
our society. This example could be an advertisement, newspaper or magazine
article, photo, or some other actual item. 

CREATE a visual to communicate the use of financial institutions. Use
photos, other pictures or ads, other actual items, and drawings to illustrate
the types of banking services commonly used by consumers and companies.

CONNECT your visual to other aspects of our economy and society or re-
late it to an important concept you have learned in another class. Make the
connection by preparing a brief essay on the use of financial services by
consumers, businesses, and governments.

Stock Market Activity
The use of financial institutions is necessary for the success of every business
enterprise. Careful selection and use of various banking services can affect
the inflow and outflow of funds. Poor cash management and improper bor-
rowing can reduce the financial success of a company. 

Use online and library resources related to the use of financial services
for the company you have been studying (or select a different company). 

1. Identify financial services that are likely used by this company. 

2. Explain how effective use of these financial services might create effi-
cient company operations. 

3. Describe potential favorable and unfavorable influences on the com-
pany’s stock price related to the use of various banking services.
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Planning a Career in Banking

262 Chapter 8 >>> Financial Institutions and Banking Services

The banking industry offers a wide
variety of career opportunities.
Commercial banks employ numer-
ous workers. Other employees work
in specialized banks, savings and
loan associations, credit unions,
and finance companies.

Work activities in this industry
range from serving customers and
researching economic trends to
planning bank marketing activities.
Although extensive consolidation
has occurred in banking through
mergers, more people are employed
in commercial banking than in any
other part of the financial services
industry.

Employment Outlook
■ Various careers in banking and

financial services expect strong
growth.

■ Slower growth is expected for
certain banking jobs due to
industry consolidation and
technology.

■ Employment of branch man-
agers will grow very little as
banks increase the use of elec-
tronic banking. 

■ Electronic banking will create a
greater demand for employees
with technology skills.

Job Titles
■ Branch manager

■ Head teller

■ Loan officer

■ Commercial banking account
representative 

■ Customer service manager 

■ Personal banking representative 

■ Financial services sales agent

■ Information processing
manager

Needed Skills
■ Some entry-level jobs require a

high-school education with ad-
ditional college business courses
needed for advancement. 

■ Bank officers and executive po-
sitions require a college degree.

■ Continuing education classes
in cash management, financial
analysis, and international
banking should be considered. 

■ Interaction with customers re-
quires strong communication
skills and an ability to work ef-
fectively under stress.

■ Accuracy, professional appear-
ance, and computer competence
are vital.

What’s It Like to Work
in Banking?
Each morning, Kent Latrobe goes
online to see how various economic
factors are affecting interest rates.
He knows that when money is more
expensive, borrowing by businesses
and consumers declines. But if in-
terest rates are lower, the use of
credit will likely increase. This addi-
tional borrowing can result in higher
earnings for banks.

Changing interest rates are just
one area of research for Kent, who
works as a research analyst for a bank
with offices in 23 states. Today, he
must also investigate current trends
for employment, consumer spend-
ing, and retail sales. These economic
indicators provide managers with
information to plan strategies for
their banking organizations.

What about you? What aspect
of banking might be of interest to
you as a career? What additional in-
formation would you like to have
about banking careers?
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ADVERTISING CAMPAIGN EVENT
The Advertising Campaign Event provides an opportunity for participants
to prepare an advertising campaign for a bank. The participants also will
create an appropriate budget and select advertising media. The Advertising
Campaign Event can be completed by 1–3 members.

This event consists of outlined fact sheets, a written comprehensive
exam, and the oral presentation. The body of the written entry is limited to
10 numbered pages, not including the title page and table of contents. The
written portion should consist of the following sections: Executive Summary,
Description of the Business, Description of the Client, Objectives of the Cam-
paign, Identification of the Target Market, List of Advertising Media Selection
Necessary for the Campaign, Budget, Schedules of all Advertising Planned,
Schedules of all Sales Promotion Activities Planned, and Statement of Bene-
fits to the Client.

Participants must only use approved visual aids for their presentations.
The oral presentation may be a maximum of 20 minutes long. The first
15 minutes will include an advertising campaign proposal followed by 5 min-
utes for the judge’s questions. Oral presentations will be evaluated for effec-
tiveness of public speaking and presentation skills.

The banking industry has become increasingly competitive. Advertising
campaigns for the banking industry have become very creative with funny
television commercials and special promotions to capture the attention of
the target market. You must develop an advertising campaign for a local
bank. The major purpose of the campaign is to increase the number of cus-
tomers. Your first task is to determine the bank’s current advertising. Then
you will develop new advertising strategies to improve business.

Performance Indicators Evaluated
■ Explain the importance of an advertising campaign.
■ Define an effective advertising campaign for an actual business.
■ Determine the needs of the target market when creating an advertising

campaign.
■ Communicate a schedule of events for an advertising campaign.
■ Describe special promotions for the advertising campaign.
■ Define the benefits the advertising campaign provides the business.
■ Deliver an effective oral presentation that indicates self-confidence.

Go to the DECA web site for more detailed information.

Think Critically
1. Why have banks become more dependent on advertising campaigns?
2. Why are banks using humorous commercials as part of their advertis-

ing campaigns?
3. What has competition in the banking industry done to promotions

offered by banks?
4. Give two examples of promotions that banks can offer potential

customers.

w w w . d e c a . o r g
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