PER$ONAL
FINANCES

PROJECT ADVANCE

OVERVIEW

Participants will be introduced to
the world of investments.
Participants will learn about the
various interest-bearing options
and how to determine which
investment plan best suits them.

OBJECTIVES: Sudentswill:

A |dentify the various ways to
make money grow.

A Discussther experience with
the finencid insruments
discussed.

A Deeminethe best
investment plan for thair

financid gods.

INVESTMENT PLAN
L esson #1
INTRODUCTION

Greet participants.
Discussion

¢ Tdl paticipantsthat it is never too early or late to start
invesing. Why? Because the power of compounded interest
isthe single most important factor in growing your money.

¢ What iscompound interest?
Explain to participants that compound interest is interest
earned on top of interest. In other words, if you earned 5
dollarsin interest, over the course of a year, for a $100
deposit the following year you would earn interest on $105.

ACTIVITY

¢ Tdl paticipantsit is essentid that each and every one of
them create an investment plan. AsK participants to answer
the following questions:

What are my goals?

What ismy current lifestyle?

What are my plans, 5, 10, 15 years from now?

How comfortable am | with risk?|.e. what would | doif |
lost 25% of my investments tomorrow.

AwWNPE

¢ Remind students that answering these questionsis essentid
to creating an investment plan. Why? Because creating an
investment plan really depends on where you arein life.
EXPLORATION

Discussion:



Notes:

< Invesment plans are made up with dl or some of the
following options:

Bonds: Most common lending investment traded on securities
markets. With bonds, you are loaning money to the government or
acompany. When abond isissued, it includes a specified maturity
date a which you will be repaid your principa and the interest.

For example, if you buy a $50.00 bond you will only pay $25.00
and the bond will mature to $50.00.

Certificate of Deposit: Whenyou buy a CD from abank they will
pay you interest for your money. Some CD’s pay 5% to up 10%
for your money. Just remember, if you have a 6-month CD you
must keep your money there for the whole sx months. If you take
it out sooner, the bank will charge you.

Individual Retirement Account (IRA’S):

Y ou can contribute up to $2,000 annualy to an IRA ($4,000
annudly if you are married.) Y our contribution isfully tax-
deductible if neither you nor your spouse participate in an
employer sponsored retirement plan, no matter how high your
income.

Stocks: Shares of ownership in acorporation. People who buy
shares of stock hope to earn dividends, which are sharesin the
corporaion’s profits. So if the company is doing well, you will

make money, if they are not doing well you will lose money.

(Have students give examples of companies they would like to buy
stock from.)

Tell participants that people invest in stocks because the
return on their investment is generdly higher than the amount
of interest they earn on asavings account or CD. Thereturnis
higher because therisk isgreater. Savings accounts are
insured by the federd government up to $100,000; investments
in the stock market are not. Shares of stocks can lose value.

CLOSURE:

Allow participantsto reflect on dl the new information. Give them
time to take notes, ask clarifying questions, and make a plan about
which invesment option seems right for them.

L esson #2



Notes:

INTRODUCTION

Ask participants if they have ever heard of the Dow Jones?

Explain that the Dow Jones is actudly short for the“ Dow Jones
Industrial Average.” The Dow Jones was crested by two
newspaper reporters named --you guessed it—Dow and Jones.
Charles Dow and Eddie Jones started a little publication, in 1889,
cdled the“ Wall Street Journal”. Smilar to today, the Journd
reported amost every bit of financia news possible, aswell as
compiled stock prices of large companies and tracked the stock
market’ s performance asawhole. In order to do this, they
caculated indexes, which are basicdly list or groups of mgor
companies whose performance reflects the entire markets.

The Dow, was expanded to include 30 companiesin 1925. They
are not the biggest, they are not the richest, they are not the bet,
they are just the 30 companies that the staff of today’ s Jour nal
think mogt accurately reflects the economy. It isusudly diverse,
just like the economy, and it changes over the years, just like the

economy.

ACTIVITY

Allow participants to guess what companies are in the current
index of the Dow Jones by industry. Make list on board of the
industries and leave company side blank. As participants guess
rightitin. Individuasare usudly surprised by what companies are

listed.

Refer to the following list (Not dl 30 are listed):

Industry
Financid/Travd Sarvices

Long Digance/Communications
Financia Services

Beverages
Tdevison/Entertanment
Photography

ail

ElectronicsManufacturing
(individuals never guessthis)
Auto Manufacturing

Home Improvement Products

Computer Microprocessor Manuf.

Consumer Products
Computer Software

NAME THE COMPANY.....

American Express
AT&T

Citigroup
Coca-Cola
Disney

Eastman Kodak
Exxon Mohil
Generd Electric

Generd Motors
Home Depot

Intel

Johnson & Johnson
Microsoft



Notes:

Tobacco/Food Phillip Morris
Restaurants McDondds

Mutual Funds. Mutud invesment companies“pool” your money
with that of thousand of other like-minded individuds and invest it
in stock, bonds, and other securities. It'slike being in an
investment club without ameeting. When you invest through a
typicd mutua fund, severd hundred million to a billion dollars or
more is invested dong with your money.

Mutua Funds have been successful for many reasons:

(A) Low cost
1. lessthan one percent per year in fees.
2. transaction fees are generally 80-90 percent lessthan
per share of stock.
3. if you want to withdraw money from afund, there are
no pendties.

(B) Diverdfication;

1. enablesyou to diversfy to an extent that you can not
achieve on your own without severa hundred thousands
of dollars.

2. lessrisky asyour money is Spread out.

CLOSURE:

¢ Ask participants what are some of the things that they should
think about before investing thar money. ( Safety; What are
the chances that | will lose my money, Liquidity; How easily
can | get my money if | need it or want it, Yield; How much
will I gain for investing my money.)

+ Increding an invesment plan, asde from the various
investment options there are other things to consider, such as
what amount of risk are you comfortable with? In terms of
investing there are low risk investing, medium risk
investing, and high risk investing. Again, emphasize that
the risk they take on is dependent on the questions they
answered at the beginning of the workshop. What type of
risk you undertake is entirely dependent on where you are in
your lifel!



Notes:

Low Risk; These are good places to put money for an
“emergency fund” . Although you will never be ableto grow
your money in a significant manner investing in these plans.
i.e. savings account, certificates of deposit (CD), money

mar ket funds.

Medium Risk; very minimal risk involved. i.e. bonds, bond
mutual funds

High Risk; These investments enable greater money growth
but with less safety...but morerisk. So while your money
will grow quickly if you own stocks, it can also drop
violently if the company doesn’t do well i.e. stocks.

In sum, before you Start investing, decide what your goas
are. Then usethisinformation to creste your invesment plan
and determine how much stocks, bonds, mutual funds, CD’s
or saving accountsto invest in.

SUMMARY AND REVIEW

L 2K R 2R R 2

Review the concept of compound interest.
Review invesment options.
Interest is payment mede for the use of money
Interest is calculated as a percentage of a saver’s deposit
3 things that are important in determining the earnings of a
savings account:

0 Theamount deposted

0 Theinterest rate

0 Thelength of time the money isleft on depost

Interest bearing optionsinclude SAVINGS BONDS, CD,

STOCK, and MUTUAL FUNDS

Dow Jonesis actudly short for the “Dow Jones Indudtrid

Average’

The DOW includes 30 companies that most accurately reflect

the economy.

Before investing your money you should consder:
SAFETY - What are the chancesthat | will lose my
money?

LIQUIDITY — How eesly can | get my money if |
need it or want it?
YIELD —How much will | gain for investing my

money?



