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 Introduction 

Introduction 

Warm-Up Activity 

Why should you be interested in learning how to manage money? 

______________________________________________________________________________  

______________________________________________________________________________  

______________________________________________________________________________  

______________________________________________________________________________  

______________________________________________________________________________ 

 

Money doesn’t buy success, but knowing the ins and outs of financial management helps give 
you the means to pursue your goals and dreams. One of the first and simplest concepts that will 
start you down the path to financial security is the principle of compounding interest. 
Compound interest puts your money to work for you, instead of you having to work to earn 
every penny. 

As an investor, time is your ally. Even if you invest 
large amounts of money later in life, you would 
be in an equal or better financial state if you had 
simply decided to start investing a small amount 
early on. 

 

Lesson Activity: Money Is Handy 

But let’s suppose you do decide to wait and invest later in life. “What’s the big deal?” You think 
to yourself, “I’ll still see the benefits, right?” Yes, but how hard will you have to work to achieve 
identical results? Consider this example: 

Two sisters decide they want to invest. One girl invests $2,000 a month starting at age 
21 for five years. The other girl decides to wait until she’s older. When she’s 26 years 
old, she invests $2,000 a month for 20 years.  

QUICK TIP 

Begin investing small amounts and 
make your money work for you. It will 
grow and you will not have to work as 
hard for every dollar you earn. 
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 Introduction 
At the end of the day, who made the most money? Assuming an annual compound 
interest rate of 15% (which is a very high return), 25 years later, they both end up with 
about the same amount: $1.2 million! 

Ask yourself: Which girl was smarter? _______________________________________________ 

Why? _________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

Now take a look at the following table which maps out how much your money will earn for you, 
depending on the age at which you start to invest. 

Monthly 
Investment 

Age 
when 

you start 
investing 

Amount at retirement 
With a 

7% 
return 

With a 
12% 

return 
$100 18 $264,000 $1,200,000 

 23 $181,000 $649,000 

 33 $81,000 $189,000 

 43 $31,000 $50,000 

$150 18 $393,000 $1,700,000 

 23 $270,000 $964,000 

 33 $121,000 $281,000 

 43 $47,000 $74,000 

$200 18 $528,000 $2,400,000 

 23 $362,000 $1,300,000 

 33 $162,000 $1,300,000 

 43 $63,000 $100,000 
 

These illustrations help prove that the earlier you start, the easier it is to get your money 
working for you (not the other way around!). Gaining knowledge like this, that can make such a 
huge difference in your success, is why fundamental financial education is so important.  
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 Introduction 
 Good News! 
No matter what your current financial situation is, you can achieve a state of financial wellness 
within five years—no matter where you start from! “Financial wellness” doesn’t mean that you 
are necessarily a multimillionaire.  

But it does mean a place where you feel comfortable, you feel secure, you know your needs will 
be met, and you don’t have those fears and worries. 

If you are reading this now, you can achieve financial wellness! It just takes some simple steps, 
continuing to learn on a regular basis, and continuing to take action on a regular basis. Not only 
can you achieve financial wellness, but you can also choose the lifestyle that you want to live.  

So how do you want to live your life? There’s no right or wrong answer. Just relax and let your 
mind daydream.  

• Who do you want to share your time with?  

• How would you like to feel?  

• Is having enough money for a secure retirement important to you?  

• What are those fun things that you would like to have?  

• Would you like to travel the world? … start a business? … spend your days at the 
spa? … get a college degree? … have three day weekends every week? … free time to 
work on your hobby?  

• Or would you prefer just to spend time with your family all day?  

• Do you see yourself living in your mansion? 

• Or would you prefer to relax at a BBQ with some long-time friends? 

Whatever lifestyle you want to live is the right choice for you. 

Close your eyes for a second. Think about how you really felt on the first day of a long vacation. 
If you’re like many people, you felt an overwhelming sense of freedom. How would you like to 
experience that feeling of freedom on a regular basis? 

When you were daydreaming, some of the things you imagined probably required money. 
Maybe you need enough money to quit your job, so you can spend your days doing what you 
want to do. Is there somebody special you’d like to help out financially? And you’ll need money 
to buy that car, house, clothes, or trip that you desire—right? 

 6   
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 Introduction 
 Building Your Financial Foundation 
On the other hand, you probably imagined some things that don’t cost money that would make 
you just as happy. Maybe you pictured hanging out at the beach on a sunny day, sharing stories 
with family, or joking around with friends. 

So how would you like to live your day-to-day life? You don’t have to know exactly; but you 
probably already have a general idea. 

If everything you imagined comes true, what would your life look like? Most people agree that 
being able to afford your dream life is an incredible feeling. You would have plenty of free time 
to live life on your terms.  

No matter what financial situation you’re in personally, you definitely are not alone. Here is 
what many Americans are faced with now: 

• Regardless of their income, 70% of Americans are living paycheck to paycheck. 

• 1 in every 45 households are in foreclosure (2012). 

• Most people do not feel financially secure. 

Although every financial situation is unique, here are the most common reasons people get into 
financial problems. 

  
REASONS PEOPLE GET INTO FINANCIAL PROBLEMS 

� No clear goals that define how much money they need to live 
the lifestyle they desire. 

� Lack of a clear financial plan. 

� No trusted financial mentor, advisor, or coach. 

� Poor financial choices due to the lack of financial knowledge. 

� Lack of confidence to make necessary financial moves. 

� Poor financial choices due to emotions. 

� Choices motivated by fear and greed. 

� Taking advice from the wrong people. 

� Had a few problems that snowballed. 

� Unrealistic expectations of investment returns. 

� Poor financial habits developed at an early age. 
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 Introduction 
Attaining financial wellness does take effort; however, there is good news. The basic principles 
of personal finance are easier than the majority of classes you took in high school or college. 
You don’t have to be great at math or reading. It just takes following some simple steps. Some 
of the most important aspects that will help you on the road to financial wellness include: 

• Clear Goals. Goals give us direction, hope, and a purpose. 

• Reasons. Having strong reasons ‘why’ you want to understand the subject of money 
keep you motivated and working toward your goals. 

• Knowledge. Having good skills and understanding about personal finance topics 
gives us the confidence to take action. 

• Mentor / Teacher / Coach. Find that trusted person to guide you. Although a live 
person is best, you can study a knowledgeable person (by reading books, for 
example) and pick up their skills. 

• Detailed Plan. If you had a step-by-step plan to accomplish your financial goals, 
would you follow it? 

• System. Systemize and let your system work for you! 

• Ongoing Education. You are a life-long learner. You soak up information. The full 
course will cover key areas all designed to help you achieve your personal 

 You Have a HUGE Advantage! 
The fact that you’re reviewing this course gives you a huge advantage! Most people do not 
receive this information in high school or college. You immediately have a great head start. 
Right now, everything is on your side to help you live the lifestyle of your dreams.  

The investment, business, personal growth, and money management skills you will learn during 
this course will help you both financially and in everyday life.  Learning these skills at a young 
age gives you an advantage that will stay with you forever. Most importantly, you’ll be ready for 
opportunities when they come your way.   

By following the tips in this course, you will develop simple but powerful skills and traits that 
will put you in an advantageous financial position early in life. One of the biggest benefits of 
learning to invest is the ability to make money from money you did not earn. Once you begin to 
let your money work for you, it has a snowball effect. Your money grows automatically. 

Having enough money to live the lifestyle you want is easier than most people think. You can 
live your dream life. It all starts with getting your mind right! 
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Lesson Questions: 

1. How can being financially stable affect your life? 
a. Improve your health. 

b. Reduce stress. 

c. Increase your productivity. 

d. All of the above. 

2. What is the leading cause of divorce in the United States? 
a. Medical issues. 

b. Infidelity. 

c. Anger. 

d. Money issues. 

3. On which areas of a person’s life does money have an impact? 
a. Bank account balances. 

b. Relationships. 

c. Productivity. 

d. All of the above. 
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Accounts,  
Savings & Budgets 

This unit is designed to help you develop understanding about positive 
budgeting, savings, and spending habits. Through practical scenarios, you will 
learn to create monthly budgets and savings plans. 

You will also be introduced to the banking process. You will learn how to locate a 
bank or credit union with which you want to do business, what accounts you 
should have open, and how to handle those accounts in a professional manner. 
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 Accounts, Savings, & Budget 

Can I Afford That? Vehicles 

Warm-Up Activity 

You have $400 total to spend on a car each month. You need a car right away because your car 
broke down and you need to purchase one now. You go to a car lot and see cars you like. Which 
one(s) fit your budget? 

a. The car that costs $250 per month? 

b. The car that costs $350 per month? 

c. The car that costs $500 per month? 

 

Lesson Activity: Vehicle Considerations 

What are the additional car-related expenses you should expect to incur? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

 

How much money will you need to purchase a $20,000 car in the state of Oregon that 
advertises “no down payment?” 

a. $0 c. $1,500 

b. $750 d. $2,500+ 
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 Can I Afford That? Vehicles 
Use the information provided in the two tables below to consider the differences between 
having no clear plan and having a carefully thought-out plan to prepare for buying a vehicle. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

TABLE I 
NO CLEAR PLAN 

� You see an advertisement and decide 
to go buy a new car from the 
dealership.  

� You check out a few cars on the lot, 
find one you like, and decide to 
purchase it. 

� You have some marks on your credit 
which takes your interest rate from 
5% all the way up to 12%, increasing 
your payment by $150 per month. 

� You decide to buy it anyway, and 
drive off happy. 

� A month later, you realize you can’t 
afford the car you bought — and 
you’re surprised about the insurance 
cost. 

� A year later, you are shocked by the 
cost to register the car, and you don’t 
have the money saved. 

� You decide to sell the car but are 
“upside down” (meaning you owe 
more on the loan than the car’s 
current value). 

� The dealer gives you a deal you can’t 
pass up, sells you a new car, and 
waives the upside-down portion of 
your loan. 

� The cycle continues. 

TABLE II 
CAREFULLY THOUGHT-OUT PLAN 

� This month: You get an idea about how 
much you need by looking at vehicles 
you may want and finding out how much 
you’ll need for a down payment. 

� Next month: You create a savings plan to 
set aside money each month. 

� In the next three months: You start 
building your credit so you can qualify to 
buy the vehicle. 

� This year: You find out how much 
insurance and registration may cost per 
month. Complete a preliminary budget. 
Always BBB — Budget Before Buying! 

� Six months prior to purchase: You pre-
qualify for a loan. 

� Five months prior: You research the 
vehicle; look at Consumer Report articles; 
talk to friends with car expertise; and talk 
to your mechanic. 

� Three months prior: You reevaluate your 
decision to buy the vehicle, to make sure 
it aligns with your goals. If it does, you 
begin searching for a vehicle by 
shopping at several dealerships and 
deciding on features. 

� One month prior: You enter into a 
longer-term negotiation strategy. 

� Purchase date: You do not get upsold for 
any other items. You ensure that you’re 
within budget and that all your goals are 
met with this purchase. 
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 Accounts, Savings, & Budget 
Lesson Activity: Purchasing a Car 

Follow the instructions given by your instructor. 

Make sure you look at the information of each vehicle as well as your assigned budget to make 
informed decisions. 

Electric / hybrids cars require no gas. You can use the monthly funds allocated to gas for your 
monthly payment or save that extra money! 

 

 

 

GROUP 1 GROUP 2 

� Monthly Payment: $2,300 

� Est. Gas Cost: $200 

� Affordable Down: $12,000 

� Extra Savings for Down: $8,000 

� Monthly Payment: $400 

� Est. Gas Cost: $600 

� Affordable Down: $6,000 

� Extra Savings for Down: $2,000 

GROUP 3 GROUP 4 

� Monthly Payment: $500 

� Est. Gas Cost: $120 

� Affordable Down: $3,000 

� Extra Savings for Down: $2,000 

� Monthly Payment: $250 

� Est. Gas Cost: $120 

� Affordable Down: $4,000 

� Extra Savings for Down: $0 
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 Can I Afford That? Vehicles 
  

New Tesla Model S 
$106,000 and $10,600 down. 
Monthly Payment $2,380 
ELECTRIC

 

Registration fee $980 per year 
Tax $8,200 one time 
 
____ Initial here to choose this car. 

New Chevy Volt 
$42,000 and $4,200 down. 
Monthly Payment $920 
ELECTRIC

 

Registration fee $570 per year 
Tax $3,700 one time 
 
____ Initial here to choose this car. 
 

Used 2009 BMW 5 Series 
17,700 miles in good shape 
$72,000 and $14,400 down. 
Monthly Payment $1,500

 
Registration fee $890 per year 
Tax $6,300 one time 
 
____ Initial here to choose this car. 
 

Used Smart Car Coupe 
100,000 miles in good shape 
$19,500 and $3,900 down. 
Monthly Payment $440 

 
Registration fee $310 per year 
Tax $1,700 one time 
 
____ Initial here to choose this car. 
 

New Toyota Camry 
$21,000 and $2,100 down. 
Monthly Payment $50 
 

Registration fee $325 per year 
Tax $1,800 one time 

____ Initial here to choose this car. 
 

Used 1989 Honda Civic 
100,000 miles in fair shape 
$1,400 and must pay full amount 
Payment $0 
Add $50 per month - maintenance

 
Registration fee $80 per year 
Tax $120 one time 
 
____ Initial here to choose this car. 
 

Used Scion xB 
12,000 miles in good shape 
$7,900 and $2,400 down. Monthly 
Payment $150 
Add $30 per month-maintenance

 
Registration fee $980 per year 
Tax $820 one time 
 
____ Initial here to choose this car. 
 

Initial the phrase that 
describes you: 

_____ I’m green. I ride my bike, 
walk or take public transportation. 
_____ I live close to work, combine 
my trips and don’t drive much. 
_____ I live close to work but take 
a lot of weekend driving trips. 
____ I drive every day of the week 
and take weekend driving trips 

 
 

 
Total Monthly Expense: 

___________________ 

 

 

Total Down Payment: 

___________________ 
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 Accounts, Savings, & Budget 
TIPS: CAR BUYING 

• Budget first. Before you ever set foot onto a car lot, know how much you can afford. Be 
sure to consider not just the loan payment, but also the hidden costs: registration, 
insurance, maintenance, and gas.  
 

• Consider the features you need in a car, and find a car that best fits your personal 
needs. 
 

• Once you decide on a make and model, do your research. Get the Kelley Blue Book 
value to find out the dealer’s cost you can expect to pay for your chosen vehicle. The 
difference between the Kelly Blue book price and the dealer’s price is a rough estimate 
of the money the dealer will make on the sale. It is okay if they make some money; they 
are running a business that provides you a service. Just make sure it’s reasonable. 
 

• Buy used. New cars lose between 20-30% of their value the minute you drive off the lot. 
On a $20,000 new car, that’s like throwing away $6,000. 
 

• Buy fuel-efficient cars. Not only is this choice good for the environment, you may save 
money as fuel prices increase. 
 

• Car financing is important. Check out auto loans with your bank before going to the car 
lot. Get pre-qualified for a 3-year (or shorter) loan, and look for cars that fit your budget 
based on what the bank is willing to lend. 
 

• Ask about the vehicle’s past history and the dealer’s warranties. Have the car inspected 
by a mechanic independent of the dealership. 
 

• Negotiate. Whether you’re purchasing from a private party or a dealer, work toward 
lowering the cost or adding other benefits. 
 

• Get insurance immediately after purchasing the car. Some dealerships have insurance 
policies that are extended over the car for a short period of time after the sale. This 
gives you a few days to engage your own insurance over the vehicle. Be sure to ask; DO 
NOT assume this to automatically be the case 
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Lesson Questions 

1. Which of the following is an example of a cost that is not associated with a car loan 
payment? 

a. Principal 

b. Interest 

c. Registration  

d. None of the above 

2. If someone says you have been “upsold,” what does that mean? 

a. You have purchased exactly what you intended to purchase. 

b. You have purchased less than you intended to purchase. 

c. You have not been advised as to the available extras. 

d. You have purchased more than you intended to purchase. 

 

Essential Question 

What are all the costs associated with purchasing and owning a car? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 
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Credit, Debt 
& Loans 

In this unit you will identify the correlation between your credit history and your 
financial reputation as well as develop a basic understanding of what credit 
history is and how to maintain, build or repair your credit. 

 

You will gain an awareness of what identity theft is and how to prevent it 
happening to yourself. Additionally, you will develop a basic understanding of 
purchasing a car and the loan qualification process. 
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 Credit, Debt, and Loans 

What Is Credit? 

Warm-Up Activity 

Do you think people are more likely to buy something they do not need when they use a credit 
card? Why? ____________________________________________________________________  

______________________________________________________________________________ 

______________________________________________________________________________  

______________________________________________________________________________  

______________________________________________________________________________  

In the financial world, credit refers to an arrangement that defers payment for borrowed 
money or a purchased item until later. In other words, you get money or stuff now, and you 
agree to pay it back at a later time. When you buy or borrow on credit, you generally end up 
paying back more than the original amount in interest. How much interest you pay depends on 
your credit history (your record of paying bills and handling credit in the past). The percentage 
of the debt that you’re charged on top of the original amount is called interest and it is 
determined by a percentage called an interest rate. 

Learning how credit works is the key to building an outstanding credit history. 

 Credit Cards 
When you use a credit card, it’s the same as a loan. The credit card company is lending you 
money and charging you fees (interest) to borrow that money. For instance, let’s say you 
borrow $1,000 and your interest rate is 25%. If you don’t pay the loan off until a year later, you 
would owe $1,250. 

It’s all about convenience. Credit cards are convenient and most businesses accept them. 

If you do not have a credit history, the credit cards for which you’re initially approved will 
charge higher interest rates and higher fees; they’ll have lower spending limits. They have no 
way of knowing how trustworthy you are since there is no past information. They charge the 
higher rate to compensate for the unknown. That’s why it is vitally important to remain free of 
credit card debt. 

Credit cards can be handy tools for charging clothes and groceries, as long as you pay the bills in 
full each month, instead of carrying costs over and racking up interest. 
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 What Is Credit? 
The best way to manage a credit card is to be the company’s worst customer. Many Americans 
carry balances on their credit cards from month to month, and that’s how the companies make 
their money. If you pay your credit card bills in full each month by properly planning and 
budgeting for your purchases, you will benefit yourself by building a credit history instead of 
putting your money into the credit card companies’ pockets. 

Credit cards can be a useful financial tool or a debt trap. Use credit cards only to your 
advantage. That means avoiding credit card debt like the plague! Second, use credit cards to 
build your credit rating. You can only do that by charging money on your credit card each 
month and paying it off in full every month. Be sure to follow the guidelines in this section 
closely! 

 Start with a Debit Card 
Credit cards used improperly will have a negative impact on your finances. Before you get a 
credit card, start off with a low-cost debit card. 

A debit card helps you learn how to manage “plastic money” safely. And unlike a credit card, 
everyone qualifies for a debit card. You are not required to show proof of income, provide a 
social security number, or submit to a credit check. Debit cards are accepted almost 
everywhere a credit card is accepted. 

Just load your debit card with cash, and then you can spend the money as you please. It’s 
impossible to incur late fees (which credit card users often face). Some backs do not approve 
purchases if the purchase total is greater than the money you have in the account. With such 
banks you do not need to worry about over-the-limit charges. Other banks do allow you to 
spend a bit over the amount you have available and will charge you a fee. You will need to 
verify which type of card your bank provides you. You should, however, always be aware of 
how much you have available to spend. 

 Credit Card Plan 
Allow yourself to get your first credit card only when you’re able to live within your budget and 
when you have six months’ worth of expenses in your emergency savings fund. Until then, 
follow the advice above and practice with a debit card. 

When you do get your first credit card, use it only to build your credit rating. Charge an amount 
of money you know you can pay off in full at the end of the month. When you get the bill, make 
sure to pay the balance off in full. You will benefit because you’re building your credit history by 
using the card, but paying off the balance in full each month avoids paying interest. 
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To reap more benefits, get a credit card that offers special bonuses: travel miles or gift 
certificates, for example. Earn these other “gifts” by spending and paying off your balance in full 
each month. 

If you follow these tips, you’ll build a credit history while getting cool things in the process. The 
best part is that it’s not costing you a dime! In essence, you’ll be building your credit rating for 
free. 

 

 Cut it Out 
If you find you can’t handle the burden of a credit card, you need to literally “cut it out.” That is, 
snip your plastic card into pieces before you get into real trouble! 

A common misperception is thinking its okay to pay just the minimum payment calculated for 
you by the credit card company. This is the bare minimum amount that, if paid, will keep your 
account active. It’s barely high enough to ever actually retire the debt. If you pay only the 
minimum payment you could end up paying $1,000 for a pair of new shoes. Your debt will last a 
lot longer than the shoes. 

Good Credit Bad Credit 

Purchases  $1,000 Purchases  $1,000 
Interest rate 7% Interest rate 27% 
Monthly payment $10 Monthly payment $23 
Years to pay in full 12 Years to pay in full 12 
Interest paid $440 Interest paid $2,312 
Actual Cost $1,44k0 Actual Cost $3,312 

 
Making Purchase in the Future with Savings Making Purchase Now with Savings 

Purchases $1,000 Purchases $1,000 
Amount saved each month $125 Amount saved each month $125 
Months to save $1,000 8 Months to save $1,000 8 
Interest earned on savings $30 Savings interest forgone $30 
Actual Cost $970 Actual Cost $1,030 

 

Once you fully understand the dangers of credit cards, you can see how it’s possible to use 
them to your advantage. When emergencies happen, a credit card can be a lifesaver. 
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 What Is Credit? 
However, remember that until you have your six-month emergency fund you should not apply 
for a credit card. 

 Already in Debt 
If you’re already in credit card debt, it’s not the end of the world. It will just take added 
dedication to get out of the hole. The key to getting out of credit card debt is to prioritize the 
payments. 

Call the credit card companies to which you owe money and find out the interest rate they’re 
charging you. While you have them on the line, ask about any promotional rates you may be 
approved for. Once you have the rates each credit card company charges you, organize a 
payment structure. 

Pay the minimum payment on all credit cards except for the one with the highest interest rate. 
Put all the money you possibly can toward paying down the high-rate credit card first. Once 
that card is paid off, take the card with the next-highest rate and pay that one down. Following 
this payment structure will save you a lot in interest. Keep up that plan until all the cards are 
paid off. 

Building and maintaining a good credit rating will save you thousands of dollars over your 
lifetime. That means a lot less work and more fun for you—so take time now to handle your 
credit situation responsibly. 

 Lending Money to Friends 
Money shouldn’t—but often does—come between friends and family. As a general rule, you 
should only lend money to loved ones if you do not expect it back. Money is not worth losing 
friends over; protect your friendships by outlining the details of the loan in writing. Avoid any 
misunderstandings later on. 

Many times when friends need money it is due to poor money management. Of course, 
emergencies do occur and you may want to treat emergency situations differently. But if your 
friends already are unable to pay their bills, there’s a good chance they won’t be able to pay 
you either. 

If you want to help out a friend but can’t afford to lose the money, take some form of security 
as collateral. Hold your friend’s bike, car, watch, or something else of value. That will help 
motivate your friend or relative to pay you back. However, with this alternative, realize that if 
you execute your claim on the collateral you very well may end the relationship. 
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 Credit, Debt, and Loans 
Lesson Activity: What’s the Best Payment Option? 

Look at the items below and determine the best method for purchasing the items. You can 
choose: save money over time, cash, or credit. Make sure to defend your choices. 

Item Cost 
Save 

money 
over time 

Buy now 
with cash 

Buy now 
with 

credit 

New computer $800    

New clothes for summer $500    

Birthday present for a friend $100    

Brakes for your car $250    

New TV for your room $475    

Extra money you have: $400    

Amount of credit: $1,000    

Lesson Activity: Apply for Your Credit Card 

Visit www.StudentExperienceCard.com and review the website in detail. Complete the credit 
card application. If you agreed to the terms then answer the questions below. 

• What was the most important thing you learned about this credit card from 
reviewing the application? 

_________________________________________________________________ 

_________________________________________________________________ 

_________________________________________________________________ 

_________________________________________________________________ 

_________________________________________________________________ 

• Did your opinion of the credit card offering change as you learned more about it? 
Please describe.  

__________________________________________________________________ 

_________________________________________________________________ 

__________________________________________________________________ 

__________________________________________________________________ 

__________________________________________________________________ 
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Lesson Activity: Credit versus Cash 

Watch the video of Tyler Christopher speaking at one of NFEC’s Money X- Live events. 

Now answer the following questions based on Tyler’s experience with money when he was a 
young man. 

1. Did Tyler Christopher really need the purchases he made with the credit card? Why or 

why not? 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

2. How could Tyler Christopher have used his credit card to build his credit in college 

rather than ruin it? 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

3. How did his choices about credit hurt him later on? 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

________________________________________________________________________ 

  

Tyler Christopher is best known for his role as Nikolas Cassadine on the ABC daytime drama 
General Hospital, a character which he originated in 1996 and played off-and-on until 2011. 
He was nominated for a Daytime Emmy for the role in 1998, 2005, and 2006. Tyler currently 
plays on the TV show The Lying Game. Follow Tyler on Twitter at @Tyler2929. 
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Lesson Questions: 

1. Which of the following is the correct definition of “interest”? 
a. The time a lender allows between a purchase and payment due. 

b. The fee charged by a lender for borrowing money. 

c. The rate associated with stock investments. 

d. The amount a person can purchase. 

2. Making a purchase now with money that could have been saved and built interest is an 
example of _____. 

a. A credit card purchase. 

b. A debit card purchase. 

c. Opportunity cost. 

d. Good credit.  

3. What is credit? 
a. An arrangement for future payment of a loan or purchase. 

b. Purchasing an item with cash. 

c. Purchasing an item with 
an EFT from your bank 
account.  

d. None of the above. 
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 What Is Credit? 
Essential Questions: 

Why is credit important? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________  

_____________________________________________________________________________________ 

What is an interest rate? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

_____________________________________________________________________________________  

Why do you pay interest on your purchases with a credit card? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________  

How can you have a credit card and not pay finance or interest charges? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________  
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Identity Theft 

Warm-Up Activity 

You work hard to save your money and purchase a nice HDTV and Wii for your bedroom. It took 
you almost a year to save the money but now you are enjoying the TV and video game player 
with your little brother. Then you wake up the next morning and see that it is all gone. How 
could this have happened? Someone has stolen it while you were sleeping. All you worked for 
gone without you having a chance to defend yourself.  

How does this make you feel? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________  

 Identity Basics 
An issue that can severely affect your credit score is identity theft. Identity thieves get hold of 
your social security or account number and use it to charge up your credit or steal money from 
your bank accounts. Your identity can be stolen by any of these methods: 

METHOD PREVENTION 

Old hard drives Consistently erase/delete information 

Hacking Make your passwords harder, and change them 
on a set cycle (i.e., quarterly) 

Pharming — Hackers redirect you to 
a website without your knowledge, 
and attempt to collect your 
information fraudulently. 

Check the URL of any website that asks for 
personal information. Use only secure sites when 
making transactions. The website URL should 
begin with https. Virus protection and firewalls 
should be installed and updated. Use settings 
that block or warn you about suspicious 
websites. 

Dumpster diving — people dig 
through your trash seeking 
information. 

Use a shredder to destroy documents. 
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METHOD PREVENTION 

Mail theft — going through your 
mailbox or forwarding mail to 
another location. 

Use paperless bills and pay attention to your 
mail. Get a mailbox at the U.S. Post Office. Opt 
out of pre-approved credit cards by 
visiting www.optoutprescreen.com. 

Stealing your purse or wallet Don’t carry your social security card, and limit 
other information that thieves could get their 
hands on. Keep your personal information in a 
secure place at home. 

False scanners on ATMs Pay attention — fake scanners can sometimes be 
identified if you are aware. 

Phishing — someone calls or emails 
you pretending to be another 
company and tries to get your 
information. 

Order a free copy of your credit report from the 
three credit bureaus: Experian, Transunion, and 
Equifax. Visit www.MyAnnualCredtReport.com to 
secure your report annually. 

 Types of Identity Theft 
Ask: “What are the main types of identity theft?” Listen to responses, then go over the 
information below (also provided in the Student Guide). 

• Social Security Identity Theft. If someone uses your SSN to get a job, the employer may 
report that person’s income to the IRS using your SSN. When you file your tax return you 
won’t include those earnings. IRS records will show you failed to report all your income. The 
agency will send you a notice or letter saying you got wages but didn’t report them. The IRS 
doesn’t know those wages were reported by an employer about which you’re unaware. If 
someone uses your SSN to file for a tax refund before you do, the IRS might think you 
already filed and got your refund. When you file your return later, IRS records will show the 
first filing and refund, and you’ll get a notice or letter from the IRS saying more than one 
return was filed for you. 

• Driver’s License Identity Theft. If your government-issued identification—driver’s license, 
passport, or Medicare card—has been lost, stolen, or used fraudulently, contact the agency 
that issued the identification. 

o Contact the appropriate agency in your state.  
o Department of Motor Vehicles for drivers licenses and ID cards 
o Social security office for Medicare card 
o US Department of State – Bureau of Consular Affairs for passports. 

o Cancel the lost or stolen item and get a replacement. 
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 Credit, Debt & Loans 
o Ask the agency to put a note in your file so no one else can get a license or ID in your 

name. 

• Financial Identity Theft. “Existing accounts” are bank/credit accounts for which you already 
have a card, accounts that you personally opened. When your wallet gets stolen existing 
accounts often are hit quickly, within a matter of hours. The thief knows that as soon as you 
notice the cards missing, you’ll report them and they’ll no longer work. More importantly, 
thieves also know that if they use the card after it’s reported stolen they run a higher risk of 
being caught. 

o Banks have had to deal with identity theft for a while now, and have clear-cut guidelines 
for how to handle a hijacked account. Most often damage is negligible, a few hundred 
dollars and the inconvenience of wasted time. Sometimes your money is tied up while 
the bank investigates the problem, but even then you’re only looking at a couple of 
months. 

o Credit card companies, too, have dealt with identity theft for several years. The 
difference between your ATM card with the VISA logo on it and your VISA credit card is 
that the ATM card takes money directly out of your personal account. But money spent 
using the credit card is essentially a loan. So while the identity thief takes your money 
with an ATM card, they are taking a loan in your name when they use your credit card. 
In other words, the credit card company is out the money, not you. Although it’s often 
called credit card fraud, this type of fraud is generally accepted as one of the main forms 
of identity theft. 

• Medical Identity Theft. A thief may use your name or health insurance numbers to visit a 
doctor, get prescription drugs, file claims with your insurance provider, or get other care. If 
the thief’s health information is mixed up with yours, your treatment, insurance and 
payment records, and credit report may be affected.  Signs of medical identity theft include: 

o A bill for medical services you didn’t receive. 
o A call from a debt collector about a medical debt you don’t owe. 
o Medical collection notices on your credit report that you don’t recognize. 
o A notice from your health plan saying you reached your benefit limit. 
o A denial of insurance because your medical records show a condition you don’t have. 

• Insurance Identity Theft. Insurance identity theft is closely related to financial identity theft 
and medical identity theft. It can affect your finances and healthcare treatment, but by 
nature insurance identity theft puts its victims through a special type of hell. 

• Children’s Identity Theft. The Children’s Online Privacy Protection Act (COPPA Rule) was put 
in place to protect kids’ personal information on websites and online services—including 
apps—directed to children under 13. The COPPA Rule also applies to a general audience site 
that knows it’s collecting personal information from kids that age.  
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• Criminal Identity Theft. Criminal identity theft is just as difficult a problem to resolve as 

medical identity theft. Like medical identity theft, criminal identity theft has a way of 
coming back to haunt you even after you think you it’s been resolved. The easiest way to 
detect criminal identity theft is to get caught speeding. The officer who stops you will run 
your license and registration. If there are warrants out for your arrest, they will give you a 
pretty set of matching silver bracelets and free public transportation to the local precinct.  

• Mortgage Identity Theft. In a real estate investment scheme, mortgage fraud perpetrators 
persuade investors or borrowers to purchase investment properties, generally at 
fraudulently inflated values. Borrowers are persuaded to purchase rental properties or land 
under the guise of quick appreciation. Victims pay artificially inflated prices for these 
investment properties and, as a result, experience personal financial loss when they 
discover the true value. Analysis of FBI cases opened in FY 2010 revealed that 43% of FBI 
field offices have reported such activity, with losses exceeding $76 million. 

o Equity skimming schemes occur when mortgage fraud perpetrators drain all the equity 
out of a property. For example, perpetrators charge inflated fees to “help” homeowners 
profit by refinancing their homes multiple times and skimming the equity from their 
property. A perpetrator also will help a homeowner establish a home equity line on a 
property. The perpetrator then encourages the homeowner to access these funds for 
investment in various scams. 

o Foreclosure rescue schemes are often associated with advance fee/loan modification 
program schemes. Perpetrators convince homeowners that they can save their homes 
from foreclosure through deed transfers and paying up-front fees. This “foreclosure 
rescue” often involves a manipulated deed process that results in the preparation of 
forged deeds. In extreme instances, perpetrators may sell the home or secure a second 
loan without the homeowner’s knowledge, stripping the property’s equity for personal 
enrichment. For example, the perpetrator transfers the property to his name via quit 
claim deed and promises to make mortgage payments while allowing the former 
homeowner to remain in the home paying rent. The perpetrator profits from the 
scheme by remortgaging the property or pocketing fees paid by desperate 
homeowners. Often the original mortgage is never paid by the perpetrator and 
foreclosure is only delayed 

AVOID IDENTITY THEFT 

� Purchase a shredder and destroy personal information before discarding. 

� Check the URL before entering personal information on the web. 

� Erase old hard drives before selling or discarding the computer. 

� Use unique passwords and keep them secure. 
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IDENTITY THEFT PREVENTION 

Explain that there are many ways to prevent one’s identity from being stolen. Go over the 
examples that follow: 

• The National Do Not Call Registry offers an opportunity to limit the telemarketing calls you 
receive. Once you register your phone number, telemarketers covered by the National Do 
Not Call Registry have up to 31 days from the date you register to stop calling you. 

• For Credit and ATM or Debit Cards: 
o Don’t disclose your account number over the phone unless you initiate the call. 
o Guard your account information. Never leave it out in the open or write it on an 

envelope. 
o Keep a record of your account numbers, expiration dates, and the telephone numbers 

of each card issuer so you can report a loss quickly. 
o Draw a line through blank spaces on charge or debit slips above the total so the amount 

can’t be changed. 
o Never sign a blank charge or debit slip. 
o Tear up copies and save your receipts to check against your monthly statements. 
o Cut up old cards—cutting through the account number—before you throw them away. 
o Open your monthly statements promptly and compare them to your receipts. Report 

mistakes or discrepancies as soon as possible. 
o Carry only the cards you’ll need. 

• For ATM or Debit Cards: 
o Don’t carry your PIN in your wallet, purse, or pocket or write it on your card. Never 

write a PIN on the outside of a deposit slip, an envelope, or anywhere it could be lost or 
viewed. Memorize all your PINs. 

o Carefully check all your ATM or debit card transactions; funds for each item you 
purchase will be quickly transferred out of your checking account. 

o Regularly check your account activity, especially if you bank online. Compare the current 
balance and transactions to those you’ve recorded. Report any discrepancies 
immediately.  

o Read the Privacy Notices, which explain the personal financial information a company 
collects; whether the company intends to share your personal financial information with 
other companies; what you can do to limit sharing; and how the company protects your 
personal financial information. 

• Use only a secure server to access the Internet. Cyber hackers can get into your system and 
steal critical personal and financial information. 

• Shred. Shred. Shred. If you feel like you’re shredding every piece of paper that enters your 
home, you’re doing it right. Invest in a shredder – it’s worth it. 
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• Keep your Social Security card, passport, license, and other valuable personal information 

hidden. A lockbox (or safety deposit box) is a good idea. Leaving the lockbox out in the open 
isn’t. 

• Avoid writing or printing your phone number or Social Security number on checks. 

• Get a mailbox that locks. 

• Opt out of unnecessary (sometimes risky) credit or insurance offers. Call 1-888-5OPTOUT 
and alert all 3 credit bureaus that your name is not for sale. 

• Never provide your social security information or private contact information over the 
phone–unless YOU initiated the phone call. 

• Delete any suspicious email. If it seems strange, it is. If it seems too good to be true–it is. 
o If you’re communicating with a business, be sure that electronic data is encrypted 

(secure) and that their security systems are audited. 
o Watch for people who may try to eavesdrop and overhear information you give out 

verbally. A great example is not saying your phone number aloud in a supermarket 
when you’ve forgotten your loyalty/discount card. 

 What if You’re a Victim? 

If you find yourself victim to identity theft, the Federal Trade Commission (FTC) suggests 
following these steps: 

• Contact the fraud departments of the three consumer reporting companies to place a 
fraud alert on your credit reports. 

• Close all accounts that you know or believe have been tampered with or opened 
fraudulently. 
 

If you report: Your maximum loss: 
Before any unauthorized charges are 
made 

$0 

Within 2 business days after you learn 
about the loss or theft 

$50 

More than 2 business days after you 
learn about the loss or theft, but less 
than 60 calendar days after your 
statement is sent to you 

$500 

More than 60 calendar days after your 
statement is sent to you 

All the money taken from your ATM/debit 
card account, and possibly more; for 
example, money in accounts linked to your 
debit account. 
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If your identity is stolen you should contact 
the following agencies: 
• The three credit bureaus: Trans Union, 

Equifax, Experian 
• The Federal Trade Commission 
• The IRS 
• Internet Crime Complaint 
• Local police department 
• Report scams to your state Attorney 

General 
• If you’re outside the US, file a 

complaint at econsumer.gov 
• If you get unsolicited email offers or 

spam, send the messages to 
spam@uce.gov 

• If you get what looks like lottery material from a foreign country through the postal mail, 
take it to your local postmaster. 

The form letters found at the end of the lesson can be used to assist with reporting fraudulent 
charges applied to your account(s).  

  

REPORTING AGENCIES’ CONTACT INFO 

� Equifax : Fraud Assistance Division 
Fraud hotline: 1-800-525-6285  
P.O. Box 740241, Atlanta, GA 30374-0241 

� Experian : Fraud Victim Assistance 
Fraud hotline: 1-888-EXPERIAN (397-3742) 
P.O. Box 9332, Allen, TX 74013 

� TransUnion : Fraud Victim Assistance 
Fraud hotline: 1-800-680-7289  
P.O. Box 6790, Fullerton, CA 92834-6790 
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Lesson Activity: Identifying Identity Theft 

For this activity, the class will be divided into three groups. Your instructor will provide detailed 
instructions on how to proceed. 

GROUP 1 � One person has worked for a long time to build good credit. 
� The person has very little credit and pays off all of his/her 

credit cards every month. 
� One day he/she tries to buy a new car, and finds out that 

he/she is being denied a loan due to poor credit. 

GROUP 2 � One person with bad credit wants to buy a house very badly. 
� He/she knows someone who knows someone who can get 

him/her a new social security number for $250. The person 
buys the new number and buys the house of his/her dreams. 

� Two months later, two police officers come knocking on the 
door. The person is shocked —he/she thought he/she hadn’t 
done anything wrong. 

GROUP 3 � One person finds a wallet on the floor.  
� The person takes all of the money from the wallet and uses 

the credit cards.  
� The owner of the wallet finds out what happened, using 

online banking, and calls the police. 
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Lesson Activity: Identity Theft Check  

Complete the form below and turn it in to the class instructor so he/she can check 

  

First Name ___________________________________________________ 

 

Last Name ___________________________________________________ 

 

Phone _____________________ Alt. Phone ________________________ 

 

Email Address ________________________________________________ 

 

Street Address ________________________________________________ 

 

City _____________________________ State _____  Zip Code _________ 

 

Social Security Number _________________________________________ 

 

Driver’s License Number ________________________________________ 

 

Date of Birth __________________________________________________ 

 

Place of Birth _________________________________________________ 
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Lesson Questions 

1. Which of the following represent(s) ways in which identity theft occurs? 
a. Online. 

b. Via old computer hard drives. 

c. Stealing wallets. 

d. All of the above. 

2. What do shredding and changing passwords have in common? 
a. Each makes it easier for identity thieves to steal information 

b. They have nothing in common. 

c. They help prevent identity theft. 

d. They eliminate “dumpster diving.” 

Essential Questions: 

What is identity theft? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________

______________________________________________________________________________ 

______________________________________________________________________________ 
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How can I protect myself from identity theft? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________

______________________________________________________________________________ 

______________________________________________________________________________ 

 

Why is identity theft bad? 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________ 

______________________________________________________________________________

______________________________________________________________________________ 

______________________________________________________________________________ 
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FORM LETTER TO A BUSINESS OR LENDER 
TO REMOVE FRAUDULENT CHARGES FROM YOUR ACCOUNT 

 

 

[Date] 
 

[Name of Company] 
[Fraud Department or Billing Inquiries] 
[Address] 
[City, State, Zip Code] 

 

RE: [Account Number (if known)] 
[Your Name] 
[Your Address] 
[Your City, State, Zip Code] 

 

Dear Sir or Madam: 

I am writing to dispute [a] fraudulent charge[s] on my account in the amount[s] of [$______], and 
posted on [dates]. I am a victim of identity theft, and I did not make [this/these] charge[s]. I request 
that you remove the fraudulent charge[s] and any related finance charges from my account, send 
me an updated and accurate statement, and close the account (if applicable). I also request that you 
stop reporting this inaccurate information and report the correct information to all of the 
nationwide credit reporting companies (CRCs) to which you provided it. 

Enclosed is a copy of my Identity Theft Report, credit report, and account statement showing the 
fraudulent items related to your company that are the result of identity theft. Also enclosed is a copy 
of the Notice to Furnishers of Information issued by the Federal Trade Commission, which details 
your responsibilities under the Fair Credit Reporting Act as an information furnisher to CRCs. 

Please investigate this matter and send me a written explanation of your findings and actions. 

 

Sincerely, 
[Your Name] 
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FORM LETTER TO CREDIT AGENCY 
DISPUTING FRAUDULENT CHARGES FROM YOUR CREDIT REPORT 

 

 

 

[Date] 
 

[Name of Company] 
[Address] 
[City, State, Zip Code] 

 

RE: [Your Name] 
[Your Address] 
[Your City, State, Zip Code] 

 

Dear Sir or Madam: 

I am a victim of identity theft and I write to dispute certain information in my file resulting from the 
crime. I have circled the items I dispute on the attached copy of my credit report. The items I am 
disputing do not relate to any transactions that I made or authorized. 

Please remove or correct this information at the earliest possible time. I dispute the [name of 
source, like “Company” or “Court”] [name of item, like “account” or “judgment”] because [explain 
why the item is inaccurate]. As required by section 611 of the Fair Credit Reporting Act, a copy of 
which is enclosed, I am requesting that the item[s] be removed [or request another specific change] 
to correct the information. 

[If possible — I have enclosed copies of documents that support my dispute.] 

Please investigate and correct the disputed item[s] as soon as possible. 

Sincerely, 
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Warm-Up Activity 

 “The most powerful force in the universe is compound interest.” Albert Einstein 

What do you think this quote means?  _______________________________________________  

______________________________________________________________________________  

______________________________________________________________________________  

______________________________________________________________________________  

______________________________________________________________________________ 

 

What if you had known, when you were 18 years old, that if you just invested $100 a month, 
you could become a millionaire by retirement age due to compounding interest?  

Would you have been inspired to start saving and investing your money when you were 
younger? Most people would answer, “Yes!” Unfortunately, even today most people do not 
learn about money when they’re young.  And too many of us learn about money at the “school 
of hard knocks.” 

No matter your age, you can still take advantage of compounding interest. The beauty of 
compounding interest is that you make money BOTH on the money you deposit AND on the 
interest your investments pay you.  

Compounding interest allows your money to grow, and the younger you start, the larger the 
money can grow.  Understanding the principle of compounding interest will help you when you 
begin investing. 

 Compound Interest 
When this program started, your instructor told you that, if you start investing $100 a month 
before you turn 21, you have a good chance of becoming a millionaire. 

It happens due to a principle called compound interest. Compounding interest allows money to 
grow off of itself, and the younger a person starts to invest, the larger that person’s money can 
grow. 
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The beauty of compounding interest is that you’re making money off the money you deposit 
AND you’re making money off the interest the bank pays you for your deposited money. So 
interest is calculated not only on the initial principal, but also on the accumulated interest your 
money generates over time.  

That’s the definition of compounding interest: the process by which the value of an investment 
increases exponentially because it earns interest both on the principal and on the prior interest 
payments. 

This may sound complicated. Don’t worry too much about the definition. Here’s what 
compounding interest can mean to you if you start investing at age 18: 

 

Based on a 12% Rate of Return 

If you invest this much per 
month … 

You can be a millionaire 
at this age! 

$100 57 

$200 51 

$400 46 

$700 41 

 

There are various investment strategies to help you get better returns on your money. But do 
you see how just a simple savings plan and compounding interest can work in your favor? 
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Lesson Activity: A Penny a Day 

Listen carefully to the business proposition put forth by your instructor.  Consider your options 
before choosing, then select the one you think will be most successful. 

Using the calendar grid below, follow your instructor’s directions to make your calculations. 

 

Day 1 Day 2 Day 3 Day 4 Day 5 Day 6 Day 7 

Day 8 Day 9 Day 10 Day 11 Day 12 Day 13 Day 14 

Day 15 Day 16 Day 17 Day 18 Day 19 Day 20 Day 21 

Day 22 Day 23 Day 24 Day 25 Day 26 Day 27 Day 28 

Day 29 Day 30      
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Lesson Activity: Compounding Interest  

Follow along with your instructor and use your calculator to come up with the correct result. 

 Rule of 72 
The Rule of 72 says that if you divide 72 by the non-decimal interest rate (10 not 0.1) you are 
receiving from an investment the answer tells you how many years it will take for that money 
to double. This principle helps illustrate that the earlier you start saving for retirement, the 
better the chances that your money will double. 

If you have 10,000 in savings and earn a 10% interest rate, your money will double in 7.2 years.  

If you put the same money in the bank you will earn a much lower interest rate; let’s say 5%. 
Using the Rule of 72, 

 

1) How long will it take to double your $10,000?  

_______________________________________ 

 

2) If you put your $10,000 in your piggy bank at 0% interest, how much will you have when you 
retire?  

_______________________________________ 

 

COMPOUNDING INTEREST 

You invest $10,000 that earns a return of 10% per year.  At the end 
of one year, you will have made $1,000:   

$10,000 X .10 = $1,000 

Now calculate how much you have in your account by multiplying 

$10,000 X 1.1 = $11,000 

Next calculate how much you would have in your account if you 
earned 10% a year from your $10,000 investment for 15 years. 

Round to the nearest dollar:  $______________ 
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PREPARING TO INVEST 

� Before you consider investing be sure to have six 
months’ worth of expenses put away in your 
emergency fund.   

� Be free of credit card debt and have a working 
budget in place that allows you to save money each 
month. 

� Only use risk capital for investments. Risk capital 
refers to money that you can afford to lose without 
putting you in dangerous financial circumstances.  

� Have a team of trusted advisors and mentors at your 
disposal. 

� Create an overall investment plan and determine 
how the investment you are considering fits into 
your plan. 

� Gain expert-level knowledge on each specific 
investment you are considering by conducting due 
diligence research. Due diligence means you educate 
yourself on the investment and do your homework 
before committing your hard-earned money. 

� Determine the risk and potential reward. All 
investments have a certain amount of risk and 
reward. Ideally, you want to earn the highest return 
(reward) with the least amount of risk.  

� Have an exit plan in place in case the investment 
doesn’t go as planned. 
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Lesson Questions 

1. According to the rule of 72, if you earn a 10% interest rate how long will it take for your 
money to double? 

a. 1 year 
b. 72 years 
c. 7.2 years 
d. It depends on the type of investment. 

2. Interest earned both on an original investment of money and also on the interest the 
original money has accumulated is called _____ interest. 

a. Simple 
b. Nominal  
c. Compound  
d. Real 

3. If you invest $1,000 and earn 8% interest, to what amount will your investment have 
grown after 1 year? 

a. $1,800 

b. $920 
c. $1,080 
d. It depends on the type of investment. 

4. Compounding interest on your investments is beneficial because_____. 
a. It protects you against investment risk. 

b. It allows you to earn interest on the money you initially saved or invested, 
and then as you earn interest, the interest money earns interest as well. 

c. It provides a way for you to diversify your investments. 
d. You are able to calculate a return on investment (ROI). 

5. How will the “Rule of 72” help you when you consider various investments? 
a. It will let me know when my investment has increased 72%. 

b. It lets me know when my investment will double. 
c. It can reduce my risk. 
d. All of the above. 
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