The Leap Financial Wellness Series Leap

Module 5: Banking & Saving with Lower Incomes

Banking & Saving with Lower Incomes

A simple guide to finding the right place for your money — and making it grow safely

Having a safe, free place to keep your money is the foundation of financial stability — and yet
millions of people are either unbanked (no account at all), underbanked (using expensive
alternatives like check-cashing stores), or stuck with accounts that drain their money through fees.
This lesson walks you through every option available to you, how to find one that fits your situation,
and how to start building savings even from zero.

What You Will Learn in This Lesson
v What checking and savings accounts actually do — and how to choose one
v How to open a bank account even if you have been turned away before
Vv The real differences between banks, credit unions, and online banks
v How overdraft fees work — and how to make them disappear entirely
v Why saving your first $1,000 changes your financial life more than almost anything else
v High-yield savings accounts: what they are, who qualifies, and where to find them
Vv Safe alternatives to traditional banking if you cannot access a bank account right now

Section 1: Understanding What Banks Actually Do

(0 Checking Account: An account designed for everyday spending. You deposit money and
use it to pay bills, buy groceries, and make purchases — usually through a debit card, check, or
electronic transfer.

Savings Account: An account designed to hold money you do not plan to spend right
away. Banks pay you a small amount of interest for keeping money there. It is meant to be
separate from your spending money so it is harder to accidentally use.

Many people keep all their money in one place. The problem is that when money is in easy reach, it
gets spent. Having a separate savings account — even at the same bank — creates a
psychological and practical barrier between your spending money and your savings. That
separation is more powerful than it sounds.
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@ The Simplest Banking Setup That Works

One checking account — for paying bills and daily spending

One savings account — for your emergency fund and short-term goals

That is it. You do not need anything more complicated than this to build financial stability.

Section 2: Banks vs. Credit Unions vs. Online Banks

Traditional Banks

Traditional banks are for-profit businesses owned by shareholders. They include large national
banks like Chase, Bank of America, and Wells Fargo. They are widely available with many physical
branch locations. The trade-off: they tend to charge the highest fees and pay the lowest interest on
savings.

Credit Unions

0 Credit Union: A nonprofit financial institution owned by its members — meaning the people
who have accounts there. Because they do not need to generate profit for outside shareholders,
credit unions typically charge lower fees and offer better interest rates than traditional banks.

Membership requirements have become much more flexible in recent years — many credit unions
will accept anyone who lives or works in their county. Find credit unions near you:
mycreditunion.gov

Why Credit Unions Are Often the Best Choice for Lower-Income Households

Lower or no monthly fees ¢ Lower minimum balance requirements * More likely to offer
second-chance checking accounts ¢ Lower interest rates on loans ¢ More flexible overdraft
policies ¢ Staff who are more likely to work with you when you are in a difficult spot

Online Banks

Online banks operate entirely on the internet — no physical branches. Because they have lower
operating costs, they pass savings on to customers in the form of lower fees and significantly higher
interest rates on savings accounts. The main trade-off: you cannot walk into a branch. If you
primarily receive direct deposits and do not deal in a lot of cash, online banks are often the best
option for building savings.

The future is yours. Take the Leap. Page | 2
Banking & Savings With Lower Incomes | © 2026 Leap Analytics, Inc. All rights reserved.



The Leap Financial Wellness Series Leap

Feature Traditional Bank Credit Union Online Bank
Monthly fees Often $10-$15 Often $0-$5 Usually $0
Minimum balance Often $500-$1,500 Often $0-$25 Often $0
Savings interest rate 0.01%—-0.10% typical  0.10%—-0.50% typical 4.00%—-5.00% typical
Overdraft fees Often $25-$35 each  Often lower or Many charge $0
waived
Physical branches Yes — many Yes — local area No
locations
Second-chance accounts Rare at big banks More common Some offer them

Section 3: ChexSystems — and How to Get a Second Chance

(0 ChexSystems: A consumer reporting agency — similar to a credit bureau, but specifically
for banking history. Banks report negative account activity to ChexSystems, including unpaid
overdrafts, bounced checks, suspected fraud, or accounts closed with a negative balance. Most
banks check ChexSystems before opening a new account.

Being in ChexSystems does not mean you can never have a bank account. That record stays on
file for up to 5 years — but there are clear paths forward right now.

Your Rights with ChexSystems
*  You are entitled to a free copy of your ChexSystems report once every 12 months. Request it
at consumerdebit.com or call 1-800-428-9623.

» If you find errors on your report, you have the right to dispute them in writing. ChexSystems
must investigate and correct mistakes.

* If you have an unpaid balance from a closed account, paying it off may allow you to request
early removal of the record.

Second-Chance Checking Accounts

Many banks and credit unions offer "second-chance" checking accounts for people with negative
ChexSystems history. These accounts typically have no credit or ChexSystems check required, a
small monthly fee ($5-$15), standard features including debit card and direct deposit, and a
pathway to upgrade to a regular account after 6—-12 months of good standing.
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@ Second-Chance Accounts Worth Knowing About

Wells Fargo Clear Access Banking: No overdraft fees; no ChexSystems check

Chime: Online bank that does not use ChexSystems at all

Varo Bank: Online bank; no ChexSystems; no monthly fee

Many local credit unions: Ask specifically about second-chance or "fresh start" accounts
Note: Product availability changes — always verify current terms directly with the institution.

How to Open an Account — Step by Step

* A government-issued photo ID — driver's license, state ID, or passport
*  Your Social Security number or Individual Taxpayer Identification Number (ITIN)

« A small opening deposit — some accounts require $25-$100 to open; many online banks
and credit unions require $0

*  Your address — a P.O. box often works if you do not have a stable home address

Section 4: Overdraft Fees — How They Work and How to Stop Them

Overdraft: When you spend more money than you have in your checking account. For
example, if you have $12 in your account and your electric bill of $85 is automatically drafted,
your account goes negative by $73.

What Overdraft Fees Can Actually Cost

You have $8.00 in your account. Three transactions post the same day: Coffee ($4.50), Gas
($30.00), Automatic phone bill ($45.00). If your bank covers all three and charges $34 per
overdraft: 3 overdraft fees = $102 in fees. You now owe the bank $171.50 just to get back to
zero. For someone living paycheck to paycheck, this can trigger a cycle that is very hard to
escape.

How to Eliminate Overdraft Fees Completely

Option 1 — Opt Out of Overdraft Coverage: Federal law requires banks to get your permission
before enrolling you in overdraft coverage for debit card purchases and ATM withdrawals. If you opt
out, your card will simply be declined if you do not have enough funds — no transaction goes
through, and no fee is charged.

Option 2 — Link a Savings Account as Overdraft Protection: Many banks allow you to link a savings
account to your checking account. If your checking account goes negative, money is automatically
transferred from savings to cover it. Most banks charge a small transfer fee ($0-$12) — far less
than a standard overdraft fee.

Option 3 — Switch to a Bank That Does Not Charge Overdraft Fees: Chime, Ally Bank, Capital One
360, Discover Cashback Debit, and many credit unions have eliminated overdraft fees entirely.
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Option 4 — Set Up Low Balance Alerts: All major banks and credit unions offer free text or email
alerts when your balance drops below a certain amount. Setting an alert at $50 or $100 gives you
advance warning before an overdraft occurs.

Section 5: The $1,000 Starter Emergency Fund — Why This
Changes Everything

If you have never had savings before, the idea of building an emergency fund can feel
overwhelming. So let's set aside the three-to-six-months advice for now and focus on a much
smaller, much more powerful target: $1,000.

Why $1,000 Specifically?

One thousand dollars covers a remarkable percentage of the financial emergencies that knock
people off track: a car repair that keeps you from getting to work, a medical bill or emergency room
co-pay, a broken appliance, a gap between paychecks when hours are cut. Without $1,000 in
savings, any one of these events sends you to a payday loan, a credit card, or a family member.
With $1,000 in savings, these same events become inconveniences instead of crises.

Monthly Savings Time to $1,000 What That Looks Like

$25 per month 40 months (~3.3 years) Less than $1 per day set aside

$50 per month 20 months (~1.7 years) Skipping 2 restaurant meals per month
$84 per month 12 months (1 year) About $21 per week

$125 per month 8 months About $31 per week

$200 per month 5 months Redirecting one larger expense

The Power of Automation

The single most effective thing you can do to build savings is to make it automatic. Set up a
recurring automatic transfer from checking to savings — even as small as $10 or $25 — on the day
after your paycheck hits. Then pretend the money was never there.

@ The Pay Day Automation Rule

Set your automatic savings transfer for the same day as your direct deposit — or the day after.
Move the money before you have a chance to spend it. Even $10 per paycheck adds up. $10
twice a month = $240 per year. Most people never miss money that moves before they see it.
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Section 6: High-Yield Savings Accounts

(0 High-Yield Savings Account (HYSA): A savings account that pays significantly more
interest than a standard savings account. While a typical bank savings account pays 0.01% to
0.10% annually, high-yield savings accounts — offered mostly by online banks — often pay
4.00% to 5.00% or more.

Account Balance Standard Savings (0.05% APY) High-Yield Savings (4.50% APY)
$500 $0.25 per year in interest $22.50 per year in interest

$1,000 $0.50 per year in interest $45.00 per year in interest

$2,500 $1.25 per year in interest $112.50 per year in interest
$5,000 $2.50 per year in interest $225.00 per year in interest

@ Well-Regarded High-Yield Savings Accounts

Ally Bank Online Savings — no minimum balance, no monthly fee

Marcus by Goldman Sachs — no fees, no minimum

SoFi Checking and Savings — high yield with direct deposit

Discover Online Savings — no fees, no minimum

Capital One 360 Performance Savings — accessible for people new to online banking
Compare current rates at: bankrate.com/banking/savings

Section 7: Safe Alternatives If You Cannot Get a Bank Account

Prepaid Debit Card: A card you load money onto in advance. It functions like a debit card
for purchases, online payments, and ATM withdrawals — but it is not linked to a bank account
and typically does not require a credit or ChexSystems check.

Prepaid cards vary widely in quality and cost. Some charge monthly fees, ATM fees, reload fees,
and even inactivity fees. Better options include:

» Bluebird by American Express (Walmart): No monthly fee with direct deposit, no overdraft
fees, free ATM at MoneyPass network, FDIC-insured

» Serve by American Express: Low monthly fee ($6.95); waived with $500/month in direct

deposits
«  Walmart MoneyCard: No monthly fee with $500 in monthly direct deposits; cashback rewards
at Walmart
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Several financial technology companies also offer mobile-first accounts that do not use
ChexSystems, have no monthly fees, and are FDIC-insured through partner banks: Chime, Current,
and Varo are worth researching.

/A A Word of Caution About Check Cashing Stores

Check cashing stores charge fees — typically 1% to 5% of your check amount — every single
time you cash a check. On a $1,000 paycheck, that is $10-$50 gone before you have spent a
dollar. Over a full year, someone cashing $1,500 in checks twice a month at 2% pays over $700
in fees. These services fill a real need — but they are a temporary solution, not a long-term
strategy.

Section 8: Your Banking and Savings Action Plan

Use this worksheet to assess where you are today and take the specific steps to move toward a
fee-free account and your first savings goal.

Module 5: Banking and Saving with Lower Incomes

My Banking and Savings Action Plan

Step 1 — Know Where | Stand Today

Do | have a checking account? YES /NO Bank or credit union: Monthly fees | pay: $
Have | had an overdraft in the past 12 months? YES / NO Do | have a ChexSystems record? YES / NO / UNKNOWN
Do | have any savings set aside? YES / NO Where is it held and how much:

Step 2 — Choose My Target Account Type

CREDIT UNION CHECKING — Best for: low fees, second-chance accounts, personal service
ONLINE BANK CHECKING — Best for: no fees, no minimums, high savings rates
SECOND-CHANCE ACCOUNT — Best for: rebuilding after ChexSystems record

PREPAID DEBIT CARD — Best for: cannot get traditional account yet

Institution I will research or apply to: Monthly fee (confirm first): §

Step 3 — Set Up My $1,000 Emergency Fund Goal

Where will my savings account be: Interest rate: % Amount | can save each month: §
$1,000 + my monthly amount = number of months: My $1,000 target date:
Day of month | will set up automatic transfer: (Best: same day as paycheck)

Step 4 — Overdraft Elimination Checklist

Opted OUT of overdraft coverage for debit card purchases

Set up a low-balance alert at $75 or $100 via text or email

Confirmed my bank charges no overdraft fees — or switched if they do
Set up a savings account link for overdraft protection (if my bank offers it)
Enrolled in direct deposit so my paycheck posts as early as possible

Step 5 — My 30-Day Banking Action Plan

Week Specific Action | Will Take

Week 1 e.g., Request my ChexSystems report / Research credit unions in my area

Week 2 e.g.. Visit or apply online to open a fee-free checking account

Week 3 e.g., Open a high-yield savings account / Set up automatic transfer

Week 4 e.g., Opt out of overdraft / Set up low balance alert / Make first deposit
Financial Wellness Series | Module 5: Banking and Saving with Lower Incomes
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Lesson Summary

A checking account is for daily spending; a savings account is for money you are
protecting. Having both, separately, is the foundation.

Credit unions and online banks almost always offer better terms than large commercial
banks for lower-income households.

ChexSystems records can block bank account access for up to 5 years — but second-
chance accounts provide a path back in.

Overdraft fees are one of the largest hidden costs of traditional banking. You can
eliminate them by opting out, linking savings, or switching banks.

Your first $1,000 in emergency savings is the single most impactful financial milestone
you can reach. Start with any amount and automate it.

High-yield savings accounts pay up to 100x more interest than standard savings
accounts — with no income or balance requirements.

2.

Next Steps and Action Items
Work through these steps in order to build a fee-free, savings-ready banking setup.
1.

Request your free ChexSystems report at consumerdebit.com if you have ever been
denied a bank account or are unsure of your status.

Compare one credit union and one online bank against your current account. Use the
comparison table in this lesson. Look specifically at monthly fees and overdraft policies.

Open a fee-free checking account this week if your current account charges monthly
fees. Many can be opened online in under 15 minutes.

Open a high-yield savings account — separately from your checking account — at an
online bank offering 4%+ APY.

Set up an automatic transfer from checking to savings for the same day as your
paycheck. Start with any amount — even $10.

Call or log in to your bank and opt OUT of overdraft coverage for debit card purchases.
Set up a low-balance alert at $75 or $100.

Leap is not a Financial Planner or a Financial Advisor. The information provided on our website
(LeapHEI.com) is meant for informational purposes only, and intended to start you on a journey of
learning that supports your path to financial wellness.
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