- $600 x .04 x 1 = $24 interest ]

Answers — Money Moves (Book 2)

Money Moves (Book 2)
TURNING CENTS INTO DOLLARS, p. 6

Simple Interest
(P x R x'T = Interest)

Compound Interest and Year-end Total for Five Years

$600 + $24 = $624 principal/interest

$750 x .06 x 1 = $45 interest

$750 + $45 = $795 principal/interest

$900 x .035 x 1 = $31.50 interest

Yeur Beginning Amount  Interest Rate Annual Year-end Savings
Principal (5%) Interest Principal/Interest
$1000.00 0.05 $50.00 $1,050.00
2 1050.00 0.05 52.50 1102.50
3 1102.50 0.05 55.12 1157.62
4 1157.62 0.05 57.88 1215.50
5 1215.50 0.05 60.77 1276.27

$900 + 31.50 = $931.50 principal/interest

Why is it best fo have interest compounded as often as possible?

Your savings double at a faster rate.

STATE CAPITOL, HERE | COME, p. ¢

Savings Options

Option Interest Accessibility

Rank

Reasons

Money Market 5%
Savings Account

1 withdrawal
each month

1

e $520 x .05 x 1 =$ 26.00 interest
e $1040 + $26.00 = $1066.00

e Safe insured by FDIC

® May offer check writing services

e Possible $100 minimum balance

Passbook Savings 3% Unlimited withdrawals

2,3

® $520 x .03 x 1 = $15.60 interest
$1040 + $15.60 = $1055.60
e Safe insured by FDIC
® Access money at anytime
° Move money to another account within bank system
° Lowest interest paid but do not have to pay fee. Very safe.

Mutual Fund 7% Can't withdraw for 1 year

3,2

® $520 x .03 x 1 = $36.40 inferest

* $1040 + $36.40 = $1076.40

* More risk - no guarantee of interest or principal

* Management fee of $150 at the time the fund is liquidated.
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* want right now. Of course, there is a price to pay

CHARGING UP, p. 12

Supplemental Information
Charge cards may seem an easy way fo get what

?/ou
or
instant credit. Like adults, youth need to be able to
make decisions about when to use credit.

Sometimes people may want or need to spend money
they do not have. In the case of young teens, they
may want o buy a CD, go on a class trip or buy a
special item of clothing.

When you borrow money, you pay additional money
for the use of it. The additional money paid is called
interest. When you borrow money from a financial
institution, or when you use a credit card, you are
borrowing money. You must pay back the amount you
borrow plus the interest or fee charged to use the money.

This activity will help youth consider the cost of an
item EIUS the cost oFborrowin money. When added
together, the interest and purchase price may be far
greater than imagined. In essence, when money is
borrowed youth will learn that they commit their future
income to pay back the debt. Doing so will reduce the
amount of money available for tomorrow’s expenses.

Purchases can be delayed until the money is saved
to pay cash. Money saved can earn a few dollars
in interest by keeping it in an interestbearing account.
This will keep future spending plans more flexible.

Credit is a powerful tool that has advantages and
disadvantages. Adults can help youth understand
the cost by using reallife examples.

COMPLETE A DEPOSIT

Helpers should be familiar with Charging Up, an activity in
Money Moves, the second youth book in Financial Champions.

Answers to Buying a CD Player, p. 12

Situation

Total

Amount Paid

Dollar Cost
of Credit

Tom saves $10 a month for 20 months.
Keisha paid $24 a month for 12 months.
Maria paid $6 a week for one year
Sam paid $16 a month for 24 months.

$200
$288
$312
$384

$0
$88
$112
$184

Answers to What Does it Really Cost?, p. 13

Save

in Bank
Pay Cash

Purchase $150 $150
Price

Interest on Savings 0 $3.49
Interest Charged 0 0
Real cost $150 $150
Time to 0 10 months
Repay or Save

$150
$0
$5.77
155.77

approximately
11 months

$150
$0
$13.74
$163.74

approximately
11 months

Answers may differ by several cents due to the method used to calculate the

interest charged or if an annuity table is used.

COMPLETE A CHECK REGISTER, p. 19

SLIP, p. 19 WRITE A CHECK, p. 20
Deposit Sli Checking Deposit
EtSp lfems forgDepzsir Dollars Cents S 10-123 1003
icgg:i;rit:‘;;i;?;e f Currency 8|50 456 Front Street 122
H; , PATITT
Hometown, PA 11111 T e 0 Rl 8, 2002 pate
555.5555 Checks (list each) 10| 00
3 5
Date Februany 24, 2002 e sy Chic Culs $
Deposits may not be available for immediate withdrawal 0 Dowleen dollins el 00— === E R R SN
Total of Above 25 | 06
Less Cash Received 0 Financial Institution
i 123 Main Street
Sign here for cash received from deposit tetal Depeit 25106 Town, PA 11112
All ifems received are subject fo the rules and regulations
AY s i et i e nd el WA Y Sarnat, Studeni
1:034300 45512 725 88 00" 1003

RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT
No. Date | Check Issued To cﬁg‘c‘i%:éi, v F(ﬁ? Q?B";’;gl;, Balance
67.52
9-3-02 | Checke/allowanc 25.06 92.58
1003 | 9-8-02 | Chic Cuts 14.00 78.58
9-9-02 | Debit Card 10.00 68.58

Remember fo Record Automatic Payments/Deposits on Date Authorized
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YOU CHOOSE, p. 29

Preferred rank of savings options: 3 -4 -2 - 1

Presentation Example

| placed this class of savings options 3 — 4 — 2 — 1 starting the class with the Regular Share Savings Account (#3). The
Regular Share Savings Account is placed first because it is the option with the features most important for Michael.
Considering his need to purchase a bicycle tire for approximately $50, he will be able to maintain the $200 minimum even
if the price of the tire goes up slightly. He will have the option of using an ATM to withdraw money for his purchase which
will add convenience. He will earn 3% interest that is compounded quarterly.

It is likely that Michael would be able to maintain the needed $250 minimum balance in the Passbook Savings Account (#4)
after purchasing the tire. However, | placed this option second because this account does not have ATM access and the
bank is not located conveniently for Michael. Granted this account pays a higher interest rate at 3.2% but it is only

" compounded semi-annually and Michael might lose interest if the tire costs more than $50 and his minimum balance

drops below the required $250.

| placed the Three-Month Certificate of Deposit (#2) third because with a CD, if the needed bicycle tire costs more than $50,
Michael would have to withdraw his money and sacrifice any interest that would have been earned on the money. | admit that
Michael would earn a greater return on his savings at 3.5% if he is able to maintain the CD for the full three months which
equals compounding quarterly. However, | placed the Three-Month Certificate of Deposit third because Michael would have to
pay a penalty for early withdrawal of the money if he needs the money before the end of the three months.

| placed the Six-Month Certificate of Deposit (#1) last
because it is highly unlikely that Michael will be able to SHEIPE Resmans Sl

maintain the entire $300 required minimum balance for Required | Interest | Compounding ATM
the full six month time period. | realize the Six-Month CD Balance | Rate Schedule | Available

pays the highest interest rate of all the options at 4%. 1. 6Month CD $300.00 4% Semi-Annuall No
However, | placed it last in this class because it ties u ' ' 4
all of Michael’s savings with no options to purchase tﬁe 2. 3:Month CD $250.00 | 3.5% Quartery No
needed tire. Michael would have to pay a penalty for
early withdrawal of the money if he needs any amount 3. Regular Share | $200.00 3% Quarterly Yes
of the money before the end of six months. Savings
. . Account
For these reasons, | placed this class of checking
accounts 3 —4 -2 — | 4. Passbook $250.00 3.2% Semi-Annually No
Savings
Account

FINANCIAL CHAMPIONS HELPER’S GUIDE - WORD FIND, p. 32
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