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SECTION 6: FINANCIAL SYSTEM PREPARATION
ADVANCED FINANCIAL INTEGRATION GUIDE FOR NEW ARRIVALS

Understanding how the American financial system works is one of the most important steps 
toward successful integration into life in the United States. For many refugees arriving from 
South Africa, the structure of banking, credit, and taxation may feel unfamiliar or more 
formalized than what they have previously experienced. The U.S. financial system relies 
heavily on digital transactions, credit history, and strict compliance with tax laws. Learning 
these systems early helps newcomers avoid financial stress, build stability, and protect their 
long-term immigration future.

This section explains how to prepare for banking, credit, and taxes after arrival while 
offering practical comparisons between the United States and South Africa to help refugees 
understand key differences.

6.1 Banking

Opening a Bank Account After Arrival

Upon arrival in the United States, one of the first financial steps should be opening a checking 
account. A checking account allows refugees to receive wages electronically, pay bills safely, 
and avoid carrying large amounts of cash. Most employers in the United States prefer or 
require direct deposit rather than cash payments.
You should:

•	 Open a checking account as soon as possible
•	 Deposit wages electronically
•	 Avoid carrying large cash amounts

Banks in the United States operate under strict identity verification rules designed to prevent 
fraud and protect customers. To open an account, you will typically need:

•	 Passport
•	 Immigration documents
•	 Social Security Number (or proof of application)
•	 Proof of address

Many financial institutions offer special accounts for newcomers or refugees. According to 
the Federal Deposit Insurance Corporation (FDIC), bank accounts help individuals establish
financial stability, build credit, and avoid high-cost alternative financial services.¹

Why Electronic Banking Matters

Unlike some parts of South Africa where cash transactions remain common in certain 
communities, the United States operates primarily through electronic payments. Employers 
deposit salaries directly into bank accounts, and many landlords require rent to be paid 
electronically. 
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Comparison: South Africa vs United States Banking

South Africa United States

Cash payments still used in some sectors Digital payments strongly preferred

Informal lending arrangements common in 
communities

Formal banking required for most 
transactions

Debit cards widely used Debit and credit systems dominate 
daily life

Electronic banking offers advantages such as:

•	 Protection against theft or loss
•	 Access to online bill payments
•	 Faster salary deposits
•	 Easier financial record keeping

Avoiding Financial Risks

New arrivals should be cautious about:

•	 Payday loans with very high interest rates
•	 Unregulated money transfer services
•	 Sharing banking information with strangers

Banks in the U.S. are federally regulated, and deposits up to certain limits are insured by the 
FDIC.¹ This provides security that may differ from informal savings systems sometimes used 
elsewhere.

6.2 Understanding Credit

What Is a Credit System?

The United States operates on a credit-based financial system. This means that many financial 
opportunities depend on your credit history and credit score — a number that reflects how 
responsibly you borrow and repay money.

A credit score can affect:

•	 Apartment rentals
•	 Car loans
•	 Mortgage approval
•	 Insurance rates
•	 Employment screening in some industries

Credit scores are calculated using factors such as payment history, amount of debt, and length 
of credit history.
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Practical Comparison: South Africa vs United States Credit

While South Africa also uses credit scoring, the American system is often more central to 
everyday life.

South Africa United States

Credit important for major 
purchases

Credit affects housing, utilities, and 
insurance

Cash purchases more common Credit cards widely used for daily 
transactions

Informal lending networks exist Formal credit history essential

Many refugees arrive without a U.S. credit history. This does not mean poor credit — it simply 
means banks have no record yet. Building credit gradually is a key step toward financial 
independence.

How to Build Credit Safely

Recommended strategies include:

•	 Applying for a secured credit card
•	 Paying bills on time every month
•	 Keeping credit balances low
•	 Avoiding unnecessary debt

Late payments can significantly reduce your credit score. Credit reports are maintained by 
agencies such as Equifax, Experian, and TransUnion. Consumers are legally allowed to review 
their credit reports annually for free.²

Common Credit Mistakes to Avoid

New arrivals sometimes assume that using credit means having extra money. In reality, credit
represents borrowed funds that must be repaid with interest.

Avoid:
•	 Carrying large credit card balances
•	 Missing payment deadlines
•	 Signing contracts without understanding terms

High-interest debt can create long-term financial challenges. Financial education programs 
offered through refugee resettlement agencies often include workshops on responsible credit 
use.

6.3 Taxes

Understanding the U.S. Tax System

The U.S. tax system is one of the most complex aspects of financial integration. Refugees who 
earn income are generally required to file annual tax returns with the Internal Revenue Service 
(IRS).
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Key requirements include:

•	 Filing taxes each year if you earn income
•	 Reporting wages and certain benefits
•	 Keeping records of earnings and deductions

The typical federal tax deadline is April 15 each year.³

Comparison: South African vs U.S. Tax Systems

South Africa United States

Employers often manage tax deductions 
through PAYE systems Individuals must file annual tax returns

SARS processes many filings automatically IRS requires self-filing or professional 
assistance

Filing may be simpler for employees Filing is required even if taxes were 
withheld from wages

Many refugees are surprised to learn that they must file a tax return even if their employer 
already deducts taxes from their paycheck. Filing taxes is not optional if you meet income 
requirements.

Why Filing Taxes Matters for Immigration

Failure to file taxes can affect future immigration applications, including permanent residency 
and citizenship. U.S. Citizenship and Immigration Services (USCIS) reviews tax compliance 
when evaluating naturalization applications.

Maintaining accurate tax records demonstrates:

•	 Financial responsibility
•	 Good moral character
•	 Compliance with U.S. law

The IRS provides free filing assistance programs such as Volunteer Income Tax Assistance 
(VITA) for eligible individuals.³

Understanding Tax Documents

Common documents you may receive include:

W-2 forms from employers showing annual wages
1099 forms for independent work or contracts

Keeping these documents organized is essential for completing tax returns accurately.
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Avoiding Tax Scams

New arrivals are sometimes targeted by fraudulent tax preparers or phone scams claiming to 
represent the IRS.

Remember:

•	 The IRS does not demand payment through gift cards or threats.
•	 Always use reputable tax services or free IRS-approved programs.

Learning to recognize scams protects both your finances and personal information.

6.4 Financial Responsibility and Long-Term Planning

Financial preparation goes beyond opening bank accounts or filing taxes. Long-term stability 
requires:

•	 Creating a monthly budget
•	 Saving for emergencies
•	 Building credit responsibly
•	 Avoiding unnecessary debt

Many refugees find that setting financial goals — such as saving for education or home 
ownership — helps guide their financial decisions.

Real-World Integration Scenario

Example: 
A refugee from South Africa receives their first paycheck in the United States. Instead of 
cashing the check at a store with high fees, they deposit it into a bank account and set up 
automatic bill payments. Over time, they apply for a secured credit card and make small 
purchases that are paid off monthly. Within a year, they begin building a positive credit history, 
making it easier to rent an apartment and qualify for lower insurance rates.

6.5 Key Differences Refugees Should Remember

•	 The U.S. relies heavily on electronic banking rather than cash.
•	 Credit history influences many aspects of daily life.
•	 Taxes must be filed annually, even if taxes were withheld from paychecks.
•	 Financial responsibility affects immigration outcomes.

Understanding these differences helps refugees avoid financial mistakes and build strong 
foundations for long-term success.

Conclusion

Financial preparation is a critical part of successful integration into the United States. 
Opening a bank account, understanding credit, and complying with tax obligations are not just 
administrative tasks — they are essential tools for building stability and independence.
By learning how the American financial system differs from South Africa’s systems, refugees 
can make informed decisions that protect their finances, strengthen their credit history, and 
support their long-term immigration journey.
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Footnotes
1.  Federal Deposit Insurance Corporation (FDIC) – Banking Basics and Consumer Protection 

2.  Consumer Financial Protection Bureau (CFPB) – Understanding Credit Reports 

3. Internal Revenue Service (IRS) – Filing Requirements and Free Tax Help 

4.  U.S. Citizenship and Immigration Services (USCIS) – Good Moral Character and Tax 
Compliance
 


