For this activity, you just need milk jug caps, or any other caps big enough so your toddler can’t swallow them and some empty containers with a lid.  Just cut a hole in the lid of the container so the cap can fit through.
Write letters on the caps with a permanent marker.  You could start with just a few letters or letters from your toddler’s name if you don’t have a lot of caps.
Say the names of the letter to your child as they are picking them up, and then they put them in the container.
This is also a wonderful activity for practicing fine motor skills and counting.
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