
Saving and InvestingSaving and Investing 

Being an educated investor will help enable you to Being an educated investor will help enable you to 

become financially soundbecome financially sound

Chapters 30 and 31Chapters 30 and 31



Essential QuestionsEssential Questions

How do you know when to save and when How do you know when to save and when 
to invest?to invest?
What are some reasons people save?What are some reasons people save?
Why is it important to start investing now Why is it important to start investing now 
instead of later in life?instead of later in life?
How do I know what type of investments How do I know what type of investments 
to use?to use?



Chapters 30 and 31 TargetsChapters 30 and 31 Targets

Day 1: Day 1: 
Know the difference between saving and investing.Know the difference between saving and investing.
Name 3 reasons why people save.Name 3 reasons why people save.
Explain why early investing can yield life lessons.Explain why early investing can yield life lessons.
Define risk and explain the difference between a safe and risky Define risk and explain the difference between a safe and risky 
investment. investment. 

Day 2: Day 2: 
Calculate the rate of returnCalculate the rate of return
Explain a liquid asset.Explain a liquid asset.
Explain how to inflation proof your investment.Explain how to inflation proof your investment.
List investments with tax advantages.List investments with tax advantages.

Day 3: Day 3: 
Identify common investment choices.Identify common investment choices.
Explain the difference between common and preferred stock.Explain the difference between common and preferred stock.
Explain what a stock broker/financial advisor is.Explain what a stock broker/financial advisor is.



Saving vs. InvestingSaving vs. Investing

SavingSaving
Putting money aside for future usePutting money aside for future use

InvestingInvesting
Putting money to work earning incomePutting money to work earning income



Why Should You SaveWhy Should You Save

Major PurchasesMajor Purchases
EmergenciesEmergencies
RetirementRetirement



Starting Your Savings ProgramStarting Your Savings Program

Set goalSet goal
% of your income% of your income
$ every week/month$ every week/month

Decide how to saveDecide how to save
Savings accountSavings account
Money marketMoney market

Start youngStart young

Read Early Investing Can Yield Life LessonsRead Early Investing Can Yield Life Lessons

http://www.midamericabank.com/savings.cfm


Guidelines for InvestingGuidelines for Investing

What is Risk?What is Risk?
Possibility that you might lose your Possibility that you might lose your 
investmentinvestment

Safe InvestmentsSafe Investments
Money is secure and return is steadyMoney is secure and return is steady

Riskier InvestmentsRiskier Investments
Potential for sizable gains with possibility      Potential for sizable gains with possibility      
of losing your investmentof losing your investment



Guidelines for InvestingGuidelines for Investing

What is the Rate of Return?What is the Rate of Return?
the amount of money the investment earns the amount of money the investment earns 
beyond the original investment (yield) beyond the original investment (yield) 
always expressed as a %always expressed as a %

Fixed RateFixed Rate
yields an unchanging returnyields an unchanging return

Variable RateVariable Rate
rate of return changes over time rate of return changes over time 



Investments Ranked by Risk Investments Ranked by Risk 
and Returnand Return
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Rate of Return FormulaRate of Return Formula
Figure your original investment (plus Figure your original investment (plus 
brokerbroker’’s fees)s fees)

(Stock price * number of shares) + fees(Stock price * number of shares) + fees

Figure your ending investment (minus Figure your ending investment (minus 
fees)fees)

(Stock price * number of shares) (Stock price * number of shares) -- feesfees

Figure your profitFigure your profit
Ending investment Ending investment -- original investmentoriginal investment

Profit/Original Investment (with fees)Profit/Original Investment (with fees)
Rate of Return WorksheetRate of Return Worksheet



Guidelines for InvestingGuidelines for Investing

How Available is the Money?How Available is the Money?
Investment must be able to respond to emergenciesInvestment must be able to respond to emergencies

LiquidityLiquidity
Measure of how quickly you can turn an investment Measure of how quickly you can turn an investment 
into cashinto cash

How Inflation Proof is the Money?How Inflation Proof is the Money?
Investment must keep up with rising costs of goods Investment must keep up with rising costs of goods 
and servicesand services
Current Inflation RateCurrent Inflation Rate

http://inflationdata.com/Inflation/Inflation_Rate/CurrentInflation.asp


Guidelines for InvestingGuidelines for Investing

Does the Investment Have Any Tax Does the Investment Have Any Tax 
Advantages?Advantages?

Tax DeductionTax Deduction
HouseHouse

Put $ in investments before you pay taxesPut $ in investments before you pay taxes
401(k)401(k)
Retirement FundsRetirement Funds

401(k) (tax deferred investment plan)401(k) (tax deferred investment plan)
Pension Plan Pension Plan 
IRAIRA’’s (Individual Retirement Accounts) s (Individual Retirement Accounts) 
““Ready, SetReady, Set……RetireRetire”” HandoutHandout

http://www.edwardjones.com/cgi/getHTML.cgi?page=/USA/products/ira/index.html


Guidelines for InvestingGuidelines for Investing

Will You Be Comfortable With the Will You Be Comfortable With the 
Investment?Investment?

Investment should fit your personalityInvestment should fit your personality
Ask yourself these questionsAsk yourself these questions……



Are you Comfortable with the Are you Comfortable with the 
Investment?Investment?

Are you willing to take a smaller return for Are you willing to take a smaller return for 
a smaller risk?a smaller risk?
Are you willing to take a greater risk for a Are you willing to take a greater risk for a 
greater return?greater return?
Will you spend time worrying?Will you spend time worrying?
Are you depending on the investment?Are you depending on the investment?
Can you afford to lose your investment?Can you afford to lose your investment?
Do you have enough information?Do you have enough information?



WHAT’S YOUR FINANCIAL ID?

Are you a risk taker? This quiz will help you gauge your 
own risk tolerance. At the end you’ll add up your points to 
see how you fared (1 point = a, 2 points = b, and 3 points = 
c).



Chapter 30 & 31 Target ReviewChapter 30 & 31 Target Review

Calculate the rate of return.Calculate the rate of return.
Profit/Original InvestmentProfit/Original Investment

Explain a liquid asset.Explain a liquid asset.
An investment turned into cash quicklyAn investment turned into cash quickly

Explain how to inflation proof your investment.Explain how to inflation proof your investment.
Rate of return >= inflation rateRate of return >= inflation rate

List investments with tax advantages.List investments with tax advantages.
Houses and retirement fundsHouses and retirement funds



Common Investment ChoicesCommon Investment Choices

Certificates of DepositCertificates of Deposit
Deposit that requires you to leave your Deposit that requires you to leave your 
money in the bank for a specified period of money in the bank for a specified period of 
timetime

Maturity DateMaturity Date
End date of the specified period of time for a End date of the specified period of time for a 
CDCD

http://www.edwardjones.com/cgi/getHTML.cgi?page=/USA/products/investments/index.html
http://www.midamericabank.com/cds.cfm


Securities Securities -- STOCKS or BONDSSTOCKS or BONDS
StocksStocks

Shares in the ownership of a corporationShares in the ownership of a corporation
ShareholderShareholder

someone who owns stock in a corporationsomeone who owns stock in a corporation

DividendsDividends
returns on each share of stock the investor returns on each share of stock the investor 
holdsholds
distributed quarterlydistributed quarterly



Securities Securities -- STOCKSSTOCKS
Capital GainCapital Gain

profit from the sale of an investmentprofit from the sale of an investment
Bought AT&T for $10,000Bought AT&T for $10,000
Sold AT&T for $10,500Sold AT&T for $10,500
Capital Gain?Capital Gain?

Capital LossCapital Loss
loss from the sale of an investmentloss from the sale of an investment

Bought AT&T for $10,000Bought AT&T for $10,000
Sold AT&T for $9,500Sold AT&T for $9,500
Capital Loss?Capital Loss?

““Buy low, sell highBuy low, sell high””

100 shares of Starbucks
Starting Stock Price - $12
Ending Stock Price - $17

Broker’s Fees – 2%  per trade

200 shares of Best Buy
Starting Stock Price - $20
Ending Stock Price - $18

Broker’s Fees – 2%  per trade



Securities Securities -- STOCKSSTOCKS

Common StockCommon Stock
stock that all corporations must issuestock that all corporations must issue
voting rights, but no guarantee of dividendsvoting rights, but no guarantee of dividends

Preferred StockPreferred Stock
stock that gives its holders certain privilegesstock that gives its holders certain privileges
no voting rightsno voting rights
dividends are paid to preferred holders firstdividends are paid to preferred holders first



Graphic Organizer
Types of StockTypes of Stock

• Dividend rate
• not fixed

Common StockCommon Stock Preferred StockPreferred StockBothBoth

• Voting
• rights

• Dividends
• and claims
• paid first

• Limited
• voting
• rights

• Represent
• ownership

• No maturity
• date



Securities Securities -- STOCKSSTOCKS
Stock CertificateStock Certificate

document showing proof of ownership document showing proof of ownership 

Stock BrokerStock Broker
dealer who specializes in stock transactionsdealer who specializes in stock transactions

Mutual FundMutual Fund
a pool of money used by an investment company a pool of money used by an investment company 
to purchase securities from many companiesto purchase securities from many companies

http://www.edwardjones.com/cgi/getHTML.cgi?page=/USA/products/about_mutual_funds.html


Chapters 30 and 31 Targets ReviewChapters 30 and 31 Targets Review

Identify common investment choices.Identify common investment choices.
CDs, stocks, mutual fundsCDs, stocks, mutual funds
Retirement Retirement –– IRA, 401KIRA, 401K

Explain the difference between common and Explain the difference between common and 
preferred stock.preferred stock.

Common Common –– voting rights, dividend?voting rights, dividend?
Preferred Preferred –– no voting rights, dividendno voting rights, dividend

Explain what a stock broker/financial advisor Explain what a stock broker/financial advisor 
is.is.

Dealer who specializes in stock transactionsDealer who specializes in stock transactions

Chapters 30 and 31 WorksheetChapters 30 and 31 Worksheet



Essential Questions ReviewEssential Questions Review

How do you know when to save and when How do you know when to save and when 
to invest?to invest?
What are some reasons people save?What are some reasons people save?
Why is it important to start investing now Why is it important to start investing now 
instead of later in life?instead of later in life?
How do I know what type of investments How do I know what type of investments 
to use?to use?
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