Teacher Organizer – Finance and  Responsible Lending

The Role of Banks:

Banks are private, for-profit businesses that offer a variety of services to the public. They provide a place to safely store your money in FDIC-insured checking and savings accounts until you need to take the money out. Banks enable customers to write checks, pay bills or send money to other people. They also make loans to people and businesses.

Lending money is one of the ways that a bank earns money. And where does the bank get the money to make loans? Mostly, it uses the money that customers have deposited into checking and savings accounts, while ensuring that those depositors can still get their money back when they want it.

http://www.fdic.gov/Consumers/consumer/news/cnsum06/banks.html
Definitions:

1. Creditworthiness – A creditor’s analysis of the ability of an invidual or business to repay a loan.

2. Interest rates -- The cost of using the money provided by a loan, mortgage, credit card, or line of credit, usually expressed as a percentage over a period of time. Interest also refers to the income, figured as a percentage of the original loan or principal. 

3. Capital – The money, property, or other valuables which together represent the wealth of a  business or individual.

4. Collateral – Assets pledged by a borrower to secure a loan which are then subject to seizure if the loan is not repaid. 

5. Loan Term - The period of time in which the loan must be repaid.
