Course:
01.051

Cooperative Agribusiness Sales and Marketing

Unit 7:

Personal Financial Management
Lesson 4:

Savings and Investments

QCC:
65, 70, 71, 72, 73, 75
Objectives: 

1.
Research savings and investment strategies.

2.
Project future values of savings and investment.

3.
Investigate  risk factors involved in various types of savings and investments.
Teaching Time:

5 Hours
References:


Bank, Synovus.  Focus on Investment Fundamentals.  Emerald Publications.  San Diego, CA.  1997.
Materials and Equipment: 

Overheads
Newspaper with Stocks & Mutual Funds Listed




Workbooks from local bank
Teaching Procedure

Introduction and Mental Set

Give each student a $100 play bill.  Ask them what they would do with the money if it was real?  Some responses will include: spend it, give it to my church or charity, save it, spend some and save some.  Follow up on the savings response.  What methods can you use to Asave@ money?  Give some students $3, some $6, some $50, and some $100 play dollars if they invested or saved.  Why did some of you get more money than others?  The return was based upon your type of savings or investment.  In this unit we will discuss the different types of savings and investments.
Discussion

1.
Why would you save or invest money?

After a couple of minutes, use transparency 7.4.1 to demonstrate common reasons that most people save or invest their money.

2.
What are the common savings and investment options?  Display and discuss transparency 7.4.2.
3.
Discuss savings accounts with the students using transparency 7.4.3.   Have the students use newspapers or the telephone to find out what the local banks are paying for savings account interest.
4.
How does a certificate of deposit work?  Display transparency 7.4.3.  Ask students to find the interest rate at the local bank for CD=s at 6 months, 1 year and 2 years.

5.
Have a local banker visit the class to talk about savings accounts and CD=s and it is important to save money.

6.
How do stocks work? Display and discuss transparency 7.4.4.

A.
Use the local paper and make copies for each student to let them see how stocks are listed in the paper.

B.
The economics teachers can help you with learning how to read the stock section of the paper.

7.
Use transparency 7.4.4 ABonds@ to discuss bonds with the class.

8.
Use transparency 7.4.5 AMutual Funds@ to discuss mutual funds with the class.

9.
What are annuities?  Display and discuss transparency 7.4.5.
10.
Use transparency 7.4.6 AIRA@ to discuss IRA=s with the class.

11.
Visit the local bankers for more information on savings accounts, CD=s, stocks, bonds, mutual funds, annuities and IRA=s.  They have workbooks available and are willing to visit the class.

12.
Visit a local investment brokerage firm and invite them to speak to the class.

Summary

Everyone makes plans for future events.  Vacations, marriage, children, house, car and retirement are the most common things that people plan.  But are you going to be able to attain these goals?

Savings and investments play a key role in our future.  Savings and investing money for retirement is important.  Making wise decisions about how to save or invest is ever more important.

This lesson has demonstrated many ways to make your money grow for the future.  Some options are very safe while others are not as safe.  Some pay higher interest than others.  All play a vital role in our economy.

Hopefully, after completing this lesson, the students will be better prepared to plan their financial future through savings and investments.
Evaluation

Written test
7.4.1

WHY SAVE
AND INVEST MONEY?
$
1.
PURCHASE HOME

2.
COLLEGE EXPENSES

3.
PURCHASE EXPENSIVE ITEMS

4.
EARLY AND/OR COMFORTABLE RETIREMENT    

5.

6.

7.

7.4.2

INSURED 

SAVINGS OPTIONS

REGULAR SAVINGS

CERTIFICATE OF DEPOSIT

(CD)

MONEY MARKET ACCOUNTS

INVESTMENT OPTIONS

STOCKS

BONDS

MUTUAL FUNDS

ANNUITIES

INDIVIDUAL RETIREMENT ACCOUNTS

(IRA)

-May be CD, or some other type of investment.

7.4.3

SAVINGS ACCOUNTS
· Safe, easy way to save money

· Money available at any time

· Earns interest

· Interest rate is usually low

· Federally insured

CERTIFICATE OF DEPOSIT (CD)
· Money is deposited for specified period of time

· Usually earns more interest than regular savings account

· Early withdrawal penalty

· Federally insured

7.4.4
STOCKS
· Represent shares of ownership in a business or corporation

· May be profitable if corporation makes profit

· May lose value if corporation has loss

· Company may pay dividend to stockholders

· May be sold for profit or loss

· Not insured

BONDS
· A long term debt by a government or corporation to person who buys bond

· Used to raise cash by government or company

· Usually produces regular income for as long as person holds bond

· At end of bond term, bond holders are repaid principal

· Bonds are rated based on issuers record of servicing bond 

· May or may not be insured

7.4.5

MUTUAL FUNDS
· Method of investing in stocks, bonds, other securities

· Actually a pooling of money of investors to purchase stocks or bonds

· May pay dividends

· Investor may make profit or have loss

· Not insured

ANNUITIES
· Usually offered by insurance companies

· Allow for a person to be paid a specified amount for a specified time, including for life of person

· Retirement annuity payments may begin for person at age 59 2 

· Early withdrawal penalty

· Interest rate is usually higher than savings account

· Not insured by government

7.4.6

INDIVIDUAL RETIREMENT ACCOUNTS

(IRA)
Conventional
· Qualified persons may deposit $2,000 per year into account

· Income tax on amount deposited and interest earned is deferred until money is withdrawn

· Usually earns higher interest rate than regular savings account

· Penalty for withdrawal prior to age 59 2 

Roth
· Qualified persons may deposit $2,000 per year into account

· Less restrictions on who can participate in IRA than conventional

· Money deposited is subject to income tax for year deposited

· Interest earned and withdrawals are exempted from income tax

· May be used for retirement, home purchase, medical and educational expenses

· Penalty for withdrawal prior to age 59 2 if used for unqualified purchases or expenses

7.4.6

INDIVIDUAL RETIREMENT ACCOUNT (IRA)

CONVENTIONAL IRA ACCOUNT
AN INDIVIDUAL RETIREMENT ACCOUNT IS AN ACCOUNT THAT ALLOWS YOU TO DEPOSIT UP TO $2,000.00 PER YEAR.  THIS MONEY EARNS INTEREST AT A RATE THAT IS HIGHER THAN A SAVINGS ACCOUNT.

YOU ARE PENALIZED 10% IF YOU WITHDRAW THE MONEY THAT YOU HAVE INVESTED BEFORE YOU ARE 59 2 YEARS OLD.

THE MONEY INVESTED IN A CONVENTIONAL IRA SHOULD BE SET ASIDE FOR RETIREMENT.

ROTH IRA
RECENTLY THE U.S. GOVERNMENT ALLOWED A NEW IRA TO BE OFFERED TO THE PUBLIC.  THIS IRA ALLOWS YOU TO WITHDRAW MONEY FROM THE IRA WITHOUT PENALTIES FOR THE PURCHASE OF A NEW HOUSE OR TO PAY MEDICAL AND EDUCATIONAL EXPENSES.  CERTAIN RESTRICTIONS APPLY AND YOU SHOULD CONSULT AN INVESTMENT SPECIALIST BEFORE YOU OPEN ANY IRA ACCOUNT OR WITHDRAW FROM AN IRA ACCOUNT.
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