Chapter 15, Section 2
Spending and Saving
· Once a budget has been created, you will have choices about which __________ and __________ to buy.  You will also think about the _____________ plan that will best serve you.  Goals and values will affect your choices

· Making Spending Choices
· ______________ and _______________ have a strong influence on a person’s decisions about what to buy.
· A common sale method is to make consumers think that items the now own are not __________ enough.

· After choosing what to buy, the next decision is which one to buy.  There are many factors one must consider.

· ____________- Can you afford the product.  What are the prices of a ____________ product

· ____________- How long will the product last.  Does quality match the ________?

· ____________-Does the product do everything you want it to do.  Will you be paying for features that you do not _________

· ____________- A manufacturer’s promise to repair it if it breaks within a certain time from the date of purchase.  Will the store __________, _________ or give your _________ back?

· _______________________- Can you buy the same product at a discount store or on a special sale?

· Consumer Credit
· The _________ _________ is a loan from the store to cover the rest of the cost of the product

· One would to pay attention to the _______ cost of the item, which is the purchase ____________ plus ____________
· It is important for the consumer to ________ for the loans.  Sometimes the bank will be cheaper, other times the store will be cheaper

· Making Savings Decisions
· Three factors when it comes to saving

· The first factor-_______________ is the ability to turn savings back into cash.

· Personal savings accounts are very “liquid”, however _______________ isn’t because you have to wait till it is sold before you get the money

· Another factor is the overall _____________ you will earn from the money you save.  Examples would be

· _____________ Account -Pays a fixed interest
· _________________- Savings plan with a set length of time that you must keep you money in the account

· A _____________ fee will be applied you withdraw early

· __________-Sold for half the full value, reaching maturity after a period of time.  Usually issued by the government

· ____________-Share of corporations.  Investors make a profit through ______________ or sold at a higher value than bought at.

· ______________________-Collection of money from small investors given to an professional investor

· ________ ___________- Purchase of land and/or buildings.  Income off of rent or profit made when sold
· ________________-Investment can be made into an insurance policy, usually life insurance, which can be cashed plus interest.

· The last factor is _______________.

· Savings Accounts are considered safe, because the federal government insures every account up to ______________

· Government bonds are also considered safe.  But like savings account they have ______ interest and ______ incomes and are the least riskiest of all investments

· More risk the investor takes, the higher the _________ off of the investment.  ___________, __________________ and ___________________ are considered to be high risk, high income gambles.  But the flip side is that the investor could also _______ a lot with these gambles.

· Savings and you
· As you grow older and have a family, you ________ and _________ over your money will change.   Most people have place money in a ________________ financial plan in order plan for the future.

· Insurance
· ____________________ is a plan by which a company gives protection from the cost of injury or lost.

· A person makes regular payments to the companies which are called __________________.

· The idea is that many people ____________ their money to the insurance company.  In return if a person makes a _________ the insurance company will be able to pay the large cost in which a person by themselves could not do.

· Types of insurance

· ___________ or ____________ from the US Gov’t

Interest Rates

· You have 100 dollars in the bank.  The bank is giving you 8% interest.  How much simple interest will you acquire after one year?  How much after 5 years?

· Simple Interest = Principal (initial savings X rate X time (years)

· How many years will it take to double your 100 dollars at an 8% interest?

· Rule of 72-illustrates when interest is allowed to be compounded, the number of years it will take to double the initial savings.
· Formula is 72 divided by interest rate = number of years it will take to double savings.

	Year
	Savings Amount
	Interest added
	New Savings Amount

	1
	100.00
	8.00
	108.00

	2
	108.00
	
	

	3
	
	
	

	4
	
	
	

	5
	
	
	

	6
	
	
	

	7
	
	
	

	8
	
	
	

	9
	
	
	


Homework Assignment:  Use the formulas above to complete the problems below.

1. If you have 50 dollars in a savings account, at 5% interest, how much interest will you earn at the end of the year?

2. If you have 5,000 dollars in a savings account, at 4% interest, how much interest will you earn at the end of the year?

3. If you have 20,000 dollars in a savings account, at 6% interest, how much interest will you earn at the end of the year?

4. How many years will it take to double your money with a 4% interest rate?

5. How many years will it take to double your money with a 6% interest rate?

Complete the chart, calculating compounded interest

1. You have stashed 500 dollars in a savings account with 6 percent interest.  Calculate the compounded interest you would have after each year.
	Year
	Savings Amount
	Interest Added
	New Savings Amount

	1
	500.00
	
	

	2
	
	
	

	3
	
	
	

	4
	
	
	

	5
	
	
	

	6
	
	
	

	7
	
	
	

	8
	
	
	

	9
	
	
	

	10
	
	
	

	11
	
	
	

	12
	
	
	


