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Topic: The Importance of Saving


Subject Connections: Math, English Language Arts


Time Required: 50 minutes (excluding Extended Exploration activities)


Learning Objectives: 


Students will be able to…


Describe how saving affects financial well-being 


Explain compound interest 


Identify and research savings products


Explain how interest is computed on savings


Supplies: 


Projector (for teacher presentation slides)


Access to the Internet (optional)


Preparation: 


Make copies of student handouts


Set up projector with presentation slides


Student Handouts:�(found in Student Guide)


Rainy Days


Compounding Interest over Time 


Savings Options 











Teacher Presentation Slides:


Pay Yourself First


How Money Grows


Compounding Interest over Time


Savings Options 


Essential Questions:


Why should I save my money?


How much should I save? 


Where should I save my money?


Assessment Activities:


PRE-ASSESSMENT:


Pay Yourself First slide


Rainy Days handout


POST-ASSESSMENT:


Compounding Interest over Time handout


Savings Options handout


Money Smart Portfolio:


Savings Options handout














�









Instruction Steps							


Warm Up 


Rainy Day Savings  [10 minutes] 


Begin the lesson by displaying the Pay Yourself First slide. Ask students to answer what is happening in each of the pictures. Explain that the first image represents spending, whereas the second image represents saving. Next, ask students what they think it means to “pay yourself first.” Explain that, like the second image on the slide, paying yourself first is when you receive money (for example: a paycheck or monetary gift) and you put some of that money in a savings account before you buy things that you want or you pay your bills.


Ask students why they think it would be important to pay yourself first before making purchases, acquiring new bills (bills need to be paid to avoid having one’s credit damaged), or paying bills. Catalog students’ reasons on the board and emphasize that paying ourselves first helps us to (1) manage money better because we make an informed decision, (2) save for goals and things that we want, and (3) have extra money for emergencies or special events.


Next, ask students what they think a “rainy day” fund means. Explain that it is special savings set aside in case of financial emergencies, like unexpected costs for car repairs or sudden medical expenses. Help students understand that saving for emergencies minimizes financial risk by ensuring you have money when unexpected expenses arise.


Distribute the Rainy Days handout and have students work in small groups to brainstorm different financial emergencies and the cost implications associated with each. Invite volunteers to share their reasoning for how paying yourself first can help lessen the financial strain of emergencies.  


Guided Exploration


Power of Interest  [15 minutes]


Display the How Money Grows slide and explain to students the key terms of interest, compounding, and Annual Percentage Yield (definitions are also available in the glossary). Ask students why interest is an important element to consider when creating a savings strategy, and invite volunteers to share their thoughts. Engage in a brief discussion about the power of interest and help students understand that, by saving money in a financial institution (versus at home), you are able to make money on your savings through earned interest.


Grade Level Modifications: 


Beginner: Focus the lesson on the concept of money growing through banking versus saving money at home. When students are ready, begin to introduce how banks calculate interest.


Advanced: Review the following formula for calculating Annual Percentage Yield: APY = 100 [(1 + Interest/Principal)365/Days in term) – 1]. Have students calculate and then discuss a sample APY, such as if a bank pays $61.68 in interest for a 365-day year on $1,000 deposited into an account. APY = 100[(1 + 61.68/1,000)(365/365) – 1] APY = 6.17 percent.





MONEY SMART TIP!


Share with your students The Power of 72 (� HYPERLINK "http://www.themint.org/kids/power-of-72.html" �http://www.themint.org/kids/power-of-72.html�) �and explain that it is a formula that helps you calculate how long it will take for your �savings to double in value. Have students practice calculating different scenarios with �varying interest rates to determine how long it would take to double their money.


72 ÷ interest rate = number of years


Next, display the Compounding Interest over Time slide and distribute the Compounding Interest over Time handout. Review part one of the handout together as a class, using the teacher slide to emphasize the differences between annual, monthly, and daily compounding (“compounding” refers to calculating interest on both principal and previously earned interest. Full definition available in glossary on page 146).


Challenge students to complete part two of the Compounding Interest over Time handout, and discuss how you can reach long-term goals, such as buying a home or a car, by saving money in a financial institution where money can earn interest.


MONEY SMART TIP!


Introduce the concept of inflation, a rise in the price of goods and services, to students �and discuss how savings are affected by the rate of inflation.


independent ExploratioN


Note: These activities are more independent than the Guided Exploration activities and may be used as homework assignments, collaborative group work, or independent study.	


Savings Options  [15 minutes]


Explain to students that, even though banks and financial institutions offer interest on deposited money, not all accounts are equal. Different accounts, such as savings accounts and CDs, compound differently, and researching account options is part of building a strong savings plan.


MONEY SMART TIP!


Introduce students to the concept of investing as another way to grow money. �See Lesson 14, Increasing the Value of Your Money, for more information.


Introduce the Savings Options slide and distribute the Savings Options handout. Engage the class in a discussion about the differences between savings accounts, CDs, and money market accounts.


Give students time to complete the research challenge on the Savings Options handout and discuss their findings. 








MONEY SMART TIP!


Guide students in understanding how their money is protected in financial institutions. �For example: FDIC insurance covers all deposit accounts, including checking and �savings accounts, money market deposit accounts, and CDs. This means that money deposited in insured financial institutions is guaranteed up to the maximum amount �allowed by law ($250,000 per depositor, per bank) if the financial institution goes out of business and cannot pay you your money. Likewise, the National Credit Union �Administration insures up to $250,000 per depositor at insured credit unions.





Wrap Up 									


Personal Decisions  [10 minutes]


Close the lesson by asking students to reflect in writing or discussion how personal decisions may influence savings, such as setting aside a Rainy Day Fund. Ask: What actions can we take to maximize savings? Encourage students to think about spending less than what they earn, adding to savings accounts, and creating saving habits.





extended exploration 	


Note: Use the following ideas to extend financial literacy concepts throughout the school year within core content areas through English Language Arts, Math, Social Studies and Economics, and Technology activities, projects, and discussions. Duration of activities will vary.


English Language Arts


Writing Prompts: 


What is the importance of saving? Explain what you have learned about saving money.


How is money protected when it is deposited in a financial institution or bank versus keeping it with you or at home?


Analyze the pros and cons of increasing the minimum wage and explain how personal savings connects to wages.


Suggested Readings: 


FDIC Consumer News Simple Ways to Rev Up Your Savings by the FDIC: Tips and strategies for young adults to follow in order to increase savings. � HYPERLINK "https://www.fdic.gov/consumers/consumer/news/cnfall12/savings.html" �https://www.fdic.gov/consumers/consumer/news/cnfall12/savings.html�  


Mathematics


Activity/Project Ideas: 


Give students different scenarios to calculate Annual Percentage Yield.


Social Studies and Economics


Discussion Topics:


Discuss in what ways economic issues, such as the reduction of government-funded programs and recessions or downturns in the economy, can impact personal savings.


Activity/Project Ideas: 


Have students gather research on inflation over a period of time and analyze how savings accounts are affected.


Technology


Online Resources: 


Compound Interest Calculator by Investor.gov: Students can use this calculator to determine how money grows with compound interest. � HYPERLINK "http://www.investor.gov/tools/calculators/compound-interest-calculator" \l ".U_eJxSiNZdQ" �http://www.investor.gov/tools/calculators/compound-interest-calculator#.U_eJxSiNZdQ� 


Activity/Project Ideas: 


Have students use spreadsheet software to create a compound interest calculator. Students may use the Microsoft Office tutorial on How to Calculate Compound Interest at � HYPERLINK "http://support.microsoft.com/kb/141695" �http://support.microsoft.com/kb/141695�.





Answer Key	129


Glossary with key vocabulary	146


National Education Standards	155





Lesson Overview 


Helping young adults and teens see beyond the present is a challenge, especially when there are     so many things to spend money on today. This lesson challenges students to think beyond their immediate horizon and explore long-term savings. Students analyze how thinking long-term makes a real impact with their money, helping them see the power of saving now for things they may need or want later. Paralleling fundamental principles of saving observed in earlier lessons, students embark on real-world applications of how to increase savings and calculate compound interest.
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