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Tara, what's that paper you 

are holding in your hand?

Raju took the cheque and examined it 

closely.
....You can withdraw the money from 

your account as and when you need it.

My school has given me a 

scholarship of Rs. 1000 per 

month and this is the first  

time I have ever seen a 

cheque. 

And we don't 

know what to 

do with it.

Simple.

Open a bank account. Once the money 

gets deposited in your bank account...
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But I have heard that anyone can 

directly give the cheque to a bank 

and exchange it for cash?

Yes, but you can't do 

that with this cheque. 

Why not?

Well, see this cheque? It is an account 

payee cheque.  Do you see the two diagonal 

lines at the top left hand side corner? 

This is called the 'crossing' of the 

cheque. When the cheque is crossed 

and made account payee, you can not 

directly receive the payment in cash at 

the bank counter.
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The amount mentioned in a crossed or an account 

payee cheque can only be credited to the bank 

account of the person whose name is written in the 

first line of the cheque.

Had the cheque been a bearer cheque  

meaning if it had not been crossed at the 

top, 

Anyone could have exchanged it for 

cash by producing it at the bank 

counter. It's not very safe.

OR BEARER

ABC BANK

This ensures that your money 

reaches only you and no one else. 

1001500307268

ABC BANK



9

The main advantage of such an 

account is that you can easily deposit 

and withdraw your money from the 

bank and you also earn interest on 

the money lying in your account.

There are different kinds of bank 

accounts. The Savings Bank (S/B) 

account is the most popular. 

Raju, you know so much. Please tell us 

something more about a bank account.

I also receive some payments for my 

fruits by cheque when the buyers 

come from the city. That is how I know 

about it. 

How can you be so sure?

Yes. Raju is right. 
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What are the other types of 

bank accounts?

Well, the other types of accounts 

are Current Account and Fixed 

Deposit Account. 

And what about the Fixed Deposit 

accounts?

The Fixed Deposit or Term Deposit 

Accounts are deposits accepted by 

a bank for a fixed period. 

You can withdraw money from this 

account for a fixed number of times 

during a month. 

You can issue 

cheques against 

the amount in 

your account.

Current Accounts are mainly used by 

business people who need to frequently 

deposit and make payments from their 

accounts. You can withdraw money from 

your current account any number of times 

during a month but you don't earn  

interest.



Such an account earns a higher rate of 

interest than the savings bank account.   

Your money however, gets blocked for a 

fixed period of time .

In case you wish to withdraw the money 

before the end of the fixed period, you 

may have to accept a lower rate of 

interest as a penalty for not having 

retained the deposit with the bank for 

the specified period. 

A variation of the Fixed Deposit is 

the Recurring Deposit Account 

where you need to deposit a fixed 

amount of money at fixed intervals 

(every week/ month) for a particular 

period of time, say, a year or two as 

per your convenience.
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This account also earns a higher rate of interest than 

the Savings Bank account. You can keep money in such 

deposit accounts if you plan to meet large expenditure 

like marriage, college admission or house construction 

at some fix time in the future. 

Yes. This account is most 

suited for managing 

household expenditure, 

paying periodical bills, 

etc.

Then I think the Savings Bank 

account is best suited for Tara's 

needs.

You cannot 

w i t h d r a w  

money from 

this account 

before the 

fixed period. 

Y o u  c a n  

w i t h d r a w  

the money 

only at the 

end of that 

period. 
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Yes, I will open a savings account. Every 

month I can save some money and put it 

in the recurring deposit account. At the 

end of two years I have some lumpsum 

for my college entrance expenditure.

I also get my 

pension payment 

t h r o u g h  m y  

Sav i ngs  Bank  

account and have 

given instruction 

for payment of 

my telephone,  

electricity bills, 

etc., from the 

balance in the 

account.

That's a very wise way of saving 

money, Tara. 

This way you will not have to go to the bank every month just to 

deposit some money. This is called a standing instruction and it 

saves you the trouble of going to the bank every month just to 

withdraw from one account and put it in another.

You can also instruct your bank to 

transfer a fixed amount every month 

from your Savings Bank account to 

your Recurring Deposit account. 

You can also 

give standing 

instruction to 

your bank to 

d o  o t h e r  

routine chores 

l i ke  pay i ng  

your regular 

bills, insurance 

premium, etc.,

That's great!  




