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Good Day Dec 3, 2008

· Mock Branch Activity Today - Guest Speaker From 
Unitus Federal Credit Union - Tracy Streebel
· Listen and Learn today

We will be joining a stock market game this month.  If 
you want to get a head start, you may join at:

stocksquest.com               Register and then 
Join the class: ddhs_blevinsf08
Password: pace



If you do not invest some money now you may not be able to retire 
when you get older.

Many people invest their money in the stock market or real estate. 

Is this person doing a good job of investing?

Kent Dorfman sets aside 10% of his gross income each month 
to buy mutual funds (ownership in companies) that is managed 
by a professional. 

Vernon Wormer invests at least $10 a month in lottery tickets 
so he hopefully may retire early.

Definition - Money usually set aside for long-term goals 
such as retirement.  The money you set aside now 
hopefully will return more in the future.  But there is 
no guarantee. 

Investing

Vocabulary



A savings account pays about 1% interest these days. So if you put 
in $100 in a savings account, you will have about $101 after a year.  

You can put in (deposit) or take out (withdraw) money from your 
savings account whenever you want. 

You should have at least 3-6 months of your income in a savings 
account for emergency purposes.

Is this person doing a good job of using a savings account?

Eric Stratton makes $2,000 a month and has $6,500 in his 
savings account.

 Doug Neidermeyer keeps at least $200 in his savings account 
just in case of a financial emergency. 

Why would you want a savings account? 

Definition - Putting money aside for short-term 
goals. Usually money is kept in a savings account 
where you are paid money to keep money at the 
bank.

Savings

Vocabulary



Some companies have shares of stock that may be purchased at a 
stock exchange such as the New York Stock Exchange or NASDAQ.  
You can buy them online or through a Stock Broker.

If you own stock in a corporation, you are part owner of that 
company.

You can purchase share of stock in companies such as Nike, Taco 
Bell (Yum Brands), and Wal-Mart. 

Does this person own stock in a company?

Steve Stifler wants to buy stock in Wal-Mart so he goes to 
Wal-Mart every week to try and buy some. 

Chuck Sherman wants to buy some stock in Wal-Mart so he 
contacts a stock broker who buys it for him at the New York 
Stock Exchange.

What would happen to the price of stock you owned, if the company 
went out of business?

Definition - Part ownership of a particular company or 
corporation.

Stocks

Vocabulary



Interest is usually paid as a percentage of what is loaned.  For 
example your savings account will pay you an interest rate of 1%APR. 

A.P.R. stands for Annual Percentage Rate. 

I = p x r x t
p = principal (amount loaned)
r = rate
t = time (always expressed in years)

How many of you have loaned money to friends or family members 
and charged interest?

Can you determine what percentage you charged them by using 
the formula above?

If I = p x r x t    then           r = I/p x t

If you have a savings account at a bank and it pays you interest, how 
does it make money with your money? Explain. 

Definition - Money paid for letting someone else use 
your money.

Interest

Vocabulary



It's one of the most powerful principles of personal finance. 

Interest you made in your savings account last year will earn you 
interest this year.  So every year you will make more and more 
interest.  This is why it's important to save and invest early in life.

Albert Einstein was so impressed with this concept that he called 
compounding "the most powerful force in the universe".

Is this person using compounding to his advantage?

Stacy Hamilton started a savings account when she was 12 
years old and regularly puts in more money each month.

Mike Damone just figures he will wait until after he graduated 
college and buys a house before he begins to save money. 

If you know that compounding can only work well if you have a lot of 
time, why would you wait so long before you start saving money 
instead of spending money? 

Definition - Earning interest on interest. 

Compounding

Vocabulary



Inflation decreases the spending power of each dollar you have.

The United States has a relatively low inflation rate.  About 4%.

Have you seen the price of anything increase during your lifetime?

What did a candy bar cost when you were 6 years old?

What did your grandparents tell you a candy bar cost when 
they were growing up?

Definition - The rise in the cost of goods and services 
over time.

Inflation

Vocabulary
Back to Top

Questions 1-6 of Investing and Savings/Investing Vocabulary



When you are old...
1. What will you be doing?
2. Where will you be living?
3. What will you be doing for fun?
4. What is your overall lifestyle like?

5. How will you pay for your lifestyle?
Hint - Social Security will not pay for very 
much.

It was designed to help pay for 1/3 of your 
retirement.

And so people believe it will not be around 
when you are ready to retire.

Write your answers 
down on a piece of 
paper.  



  

Write down how much you think 
each investment will grow to by 
the time you are 50 years old



Time value of money refers to the relationship among
time, money, and rate of interest.

Interest = Principal x interest rate x time

Earned interest is the payment you receive for allowing
a financial institution or corporation to use your money.

%

The more money you have to save or invest, the
more money you are likely to earn.

The higher the rate of interest you earn, the more
money you are likely to have.

The sooner you invest your money, the more time it
has to make new money, making it likely that you
could earn much more as a result.



1 The more money you have to save or invest, the
more money you are likely to earn.

2 The higher the rate of interest you earn, the more
money you are likely to have.

3 The sooner you invest your money, the more time it
has to make new money, making it likely that you
could earn much more as a result.

4 The more risk you are willing to take, the more return 
you can make on your investment.  Of course the more 
likely you will lose your investment as well. 

Easy as 1-2-3 -4

%

Questions 1-4 of Investing and Savings/Investing 

FACTORS OF INVESTING



Why do I need to Invest?

Because when you do the smart thing and put money 
in a savings account - your savings will increase but 
you money loses value.  WHAT?



Compound Interest

How to find compound interest using the simple interest 
formula.    I = p x r x t

How much will a $5,000 investment grow to in three 
years if you make 10% on it each year?





Let's compound the problem

A = P (1+r)
t

A is the amount in the account
P is the principal (which is the original amount invested) 
r - The interest rate (r) is expressed as a decimal 
t - number of years the amount is compounded.

Randy H. invests $500 today in an
account earning 7%. How
much will it be worth in:
5 years?
10 years?
20 years?

Now Randy finds an account
that earns 10%. How much
will his $500 be worth in:
5 years?
10 years?
20 years?

Elaine needs to save 
$4,000 in 4 years. If 
she can set aside 
$1,000 now, what 
rate of return
does she need on 
her account to reach 
her goal?



The Rule of 72
Mathematicians say that you can see how long it will take you to 
double your money simply by dividing 72 by the interest rate.

72 ÷  interest rate = how long it takes to 
double your money!

72 ÷ 6% interest = 12 years

72 ÷ 9% interest = 8 years

 

What if I have a time limit??

72 ÷ time = 
interest rate needed to double

Questions 5-6 of Investing and Savings/Investing 



Questions 7-8 of Investing and Savings/Investing 























Investment Definitions

Write 1-2 sentences breifly describing the 10 
investment vehicles starting on page 35. 

Next, complete Exercise 3D on page  - Risk vs Reward



How to read a stock table

The Stock Market and You Activity Sheets.

Find a Company's Stock on NYSE.com

How a Stock is Bought and Sold
















