Personal Finance
Income is the money that people receive from the work they do or the money they save or invest. It is the main resource that people use to meet their needs and wants. Like all resources, income is limited. But people’s needs and wants are unlimited. For that reason, people need to make choices as they manage their income.
Budgeting and Saving 
A key tool in money management is a budget. A budget is a plan that shows income and expenses over a period of time.
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A teen earns some money babysitting to have resources to meet her wants.
In a budget, income should be equal to or greater than expenses. A budget should also include money reserved for saving. Saving is the act of setting aside money for future use. Many people save by putting their money in a bank. A bank is a business that keeps money, makes loans, and offers other financial services.
Many people who save money in banks do so using checking or savings accounts. Banks may pay interest on money deposited in these accounts. Interest is the price paid for using someone else’s money. The interest that banks pay is an incentive for people to save money.
Credit 
Banks use deposits to make loans to people and businesses. These loans help people buy houses or make other large purchases. They help businesses get started or grow. As a result, banks are a big part of economic growth.
Loans are a form of credit. Credit is an arrangement in which a buyer can borrow to purchase something and pay for it later, such as by using a credit card. Credit helps consumers and businesses buy goods and services that they could not buy otherwise. Credit has a cost, however. Banks charge interest on the money they lend to people and businesses. As a result, it costs more for a consumer to purchase a good using credit than to pay cash for the good at the time of purchase. The availability of loans and credit depends on supply and demand.
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Analyze Images People put money in bank accounts because they are safe and so they can easily use the money to make purchases.
1. Identify Main Ideas What incentive may banks offer to persuade people to deposit their money?
Notebook
1. Reading Check Identify Supporting Details What is the cost of credit, and what impact does it have on a consumer’s spending?
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