
Investing: Making Money Work for You

Your parents were right: money doesn’t grow on trees. It actually grows

on other money—which is where we get the old saying, “It takes money to

make money.”  Money does have an amazing ability to make more money.

The good news is it doesn’t take much money to make this happen.

You already have several powerful tools for reaching your financial goals,

including a financial plan to help you map out the route and a spending plan

to help you get there.  In this unit, you will be introduced to two more 

powerful tools—saving and investing—which will really put your money to

work for you.
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By the end of this unit, you will: 

• Know the difference between 

saving and investing

• Be familiar with the time value 

of money

• Be able to compare 

investment options

• Recognize the risks and rewards 

of investing

• Know how to integrate investing 

into your financial planning
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What Do You Think?
Answer true or false to the following statements:

Adam started saving $50 per month when he turned 18, while Beth started saving
$100 per month when she turned 24.  They both earn 6% on their money.  Beth will
have more money by the time they both turn 30. 

A dollar today is worth less than a dollar in the future.

The higher the interest rate, the less time it takes to reach a savings goal.

The smaller the down payment someone makes on a car, the less interest the 
owner pays for a car loan.  

Saving = Investing

In Unit 2, you learned how important it is to pay yourself
first. But what should you do with that money?  You
could put it in your dresser or under your mattress.
While you may always know where it is, it won’t be
doing anything except gathering dust.  Instead, you
should consider saving or even investing it.  

Saving is what people usually do to meet short-term
goals. Your money is very safe in a savings account, and
it is usually earning a small amount of interest.  It’s also
easy for you to get to your money when you need it—
just go to your bank and make a withdrawal.     

Investing means you’re setting your money aside for
longer-term goals.  There’s no guarantee that the money
you invest will grow. In fact, it’s normal for investments
to rise and fall in value over time.  But in the long run, 
investments can earn a lot more than you can usually
make in a savings account.  

Why are saving and investing so important to your
financial plan? For one, saving or investing money for
your financial goals makes you less tempted to spend it.
It’s in a totally different account from the one you pay
your everyday expenses.  And it’s not just sitting there
burning a hole in your pocket.

But the best reason for investing is that your money 
is actually making money for you.  Any interest or 
investment gains you earn get you that much closer to
your financial goals.  And you didn’t have to do anything
for it!  But you’ll learn more about this amazing money
principle in the next section.

Exercise 3A: 
Ways to Save and Invest  

Brainstorm at least three

ways that you know people

save money (set aside money to use later) and

at least three ways people invest money for

future income or profit. 

Save

Stash money in your dresser

Invest

Buy shares of a stock

/
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?
Did You Know?

There’s a huge advantage to

investing early.  Let’s say you

start investing $2,000 every

year when you’re 18.  You put it

into an account that grows by 

7% each year, and continue to

invest the same amount for 10

years.  Then you stop and just

let that money sit for the next

38 years, where it continues to

grow at 7% a year, until you’re

65 years old.

Now say your sister decides

not to invest until she turns 31.

Then she puts $2,000 a year

into an account that also earns

7% a year—and does it for 

the next 35 years, until she

turns 65.  Who will have 

more money?

You will!  About $85,000 more,

in fact.  After investing only

$20,000, your account will be

worth $361,418.  But even

though she has invested

$70,000, your sister will have

only $276,474.  That’s because

you had the power of time 

on your side. Figure 3-1

demonstrates this point.

�
If you stick with investing

$2,000 per year from age 18

through age 65, you could

end up with more than

$706,000!

Figure 3-1: The Advantage of Starting Early
The Impact of Time on the Value of Money

Your Difference Due to Starting Early: $84,944

YOUR SISTER1

AGE        SAVING LATER AT 7%

NO INVESTING UNTIL AGE 31

31 $2,000
32 $2,000
33 $2,000
34 $2,000
35 $2,000
36 $2,000
37 $2,000
38 $2,000
39 $2,000
40 $2,000
41 $2,000
42 $2,000
43 $2,000
44 $2,000
45 $2,000
46 $2,000
47 $2,000
48 $2,000
49 $2,000
50 $2,000
51 $2,000
52 $2,000
53 $2,000
54 $2,000
55 $2,000
56 $2,000
57 $2,000
58 $2,000
59 $2,000
60 $2,000
61 $2,000
62 $2,000
63 $2,000
64 $2,000
65 $2,000

YOUR SISTER’S TOTAL AT AGE 65:

$276,474

YOU1

AGE       SAVING EARLY AT 7%
18 $2,000
19 $2,000
20 $2,000
21 $2,000
22 $2,000
23 $2,000
24 $2,000
25 $2,000
26 $2,000
27 $2,000

NO FURTHER INVESTING
FROM AGE 27 to 65

YOUR TOTAL AT AGE 65:

$361,418 VS

1  The investment periods shown reflect 10 complete years for “You” and 35 complete years for “Your 
Sister.” Investments are assumed to be made annually and at the end of the investment period.

TOTAL
INVESTMENT:

$20,000

TOTAL
INVESTMENT:

$70,000
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The Time Value of Money

Is a dollar always worth a dollar?  It may seem like a silly
question, but a dollar is not always worth a dollar.
Sometimes it’s worth more, sometimes less.  How can
that be? The value of a dollar changes dramatically
depending on when you get it and what you do with it.
So time is a critical variable in the exact value of a dollar.
Time value of money refers to the relationship among
time, money, and rate of interest.  

Say you have $100 today.  If you keep it in your dresser
drawer for a year, you will still have $100 in a year.  But
in a year, $100 may buy less than it does now because
of inflation, which is a rise in the cost of goods and
services over time. Inflation decreases the spending
power of each dollar you have. (Do you remember what
a candy bar cost when you were six years old?)

But say you put that $100 into a savings account that
pays 3 percent interest a year.  Using the following for-
mula for simple interest, a year later you will have $103
because of earned interest:

Interest = Principal x interest rate x time

$3 = $100 x .03 x 1 year

Interest Rate        

4% 

8%

1 Year       

$10.40

2 Years

$10.82

4 Years 6 Years

Exercise 3B: 
The Power of Compounding 

Let’s assume you have $10 you’re ready to invest.  Using the two interest rates in

the table below, fill in the compound value of $10 for each of the time periods listed.

For example, $10 growing at 4% is worth $10.40 after one year.  For the second year, multiply $10.40 by

4% and add the result to $10.40, for a total of $10.82.

Now let’s see how well you understand the compounding concept, as you complete Exercise 3B.

Earned interest is the payment you receive for allowing
a financial institution or corporation to use your money.
You may not realize it, but your bank doesn’t keep every
dollar you deposit on hand.  It may lend some of that
money to other bank customers or deposit it with a 
government bank for safekeeping. So the bank 
compensates you for that by paying you interest on your
savings account.   

Both of these examples demonstrate the time value of
money and show how much its three elements—time,
money, and rate of interest—can help you reach your
financial goals. In short:   

1 The more money you have to save or invest, the 
more money you are likely to earn.  

2 The higher the rate of interest you earn, the more 
money you are likely to have. 

3 The sooner you invest your money, the more time it 
has to make new money, making it likely that you 
could earn much more as a result.

Cool, huh?  So regardless of how much or how little 
you have to save and invest, time is truly on your side,
helping you make more money!
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Show Me the Money!

The reason the time value of money concept works is because of 
compounding.  Compounding or compound interest is the idea of 
earning interest on interest.  Think of it as super-sizing your account,
because it’s one of the most powerful principles in personal finance.  
It can make a big difference in whether and when you achieve your
financial goals.

Let’s say you put $100 into an investment that earns 10 percent a
year—$100 x 10% = $10.  If you add that $10 to the $100 you 
started with, you now have $110 in your account at the end of year
one.  But in year two, you will earn 10 percent on the entire $110
(not just the original $100).  So you’ll actually earn $11 during year
two, bringing your balance up to $121 at the end of the year.  And
like the Energizer Bunny®, this will just keep going and going . . .

If you want to see how much you’ll have after five years, you can
use this formula to calculate the compound interest:

A = P (1+ i)n

A is the amount in the account, P is the principal (which is the 
original amount invested), the interest rate (i) is expressed as a 
decimal, and n is the number of years compounded.  

And now you see that after five years, you’ll have $161.05—and you
only put in the $100!

Albert Einstein was so impressed with this concept that he called 
compounding “the most powerful force in the universe.”  But you
don’t have to be a genius to take advantage of it.  You don’t even
have to be rich to take advantage of it.  The most important thing 
is to get into the saving and investing habit NOW. Your money
will start working for you right away, increasing the chances that
you’ll have the money for your financial goals when you need it.

The Price of Procrastination

You know that the more time you have to invest, the more money you are likely to end up having.  But the flip side of
that is true too.  By waiting to invest, you’re paying an opportunity cost. 

Let’s talk about the cost of procrastinating. It’s easy to say that you don’t have enough money to get started saving
and investing now—“I’d rather wait until I have more money.”  But that decision probably costs you more than you
think because the power of compounding works both ways.  It costs you because waiting means giving up earning
compound interest from even just a small amount of money.

Think about it—how much less money would you have if you waited 10 years to invest $100 per month at 8 percent,
versus starting to do it right now? [Hint:  Calculate what you would have in 10 years versus the $0 you’ll have if 
you wait.] 

And remember, while saving for your goals involves delayed gratification, procrastinating in saving for your goals is
really delayed gratification!  At least, when you’re using a spending plan and saving, you have an idea of when you
can expect to achieve your goal.

Assignment 3-1:
Time Value 
of Money  

Use a calculator to
determine the value
of the investments
in the scenarios below.

YOU

CAN

DO IT!

1
Diana invests $500 today in an 
account earning 7%.  How
much will it be worth in: 

5 years?  

10 years?  

20 years?

2
Now Diana finds an account 
that earns 10%.  How much 
will her $500 be worth at the
new rate in: 

5 years?  

10 years? 

20 years?

3
Elaine needs to save $4,000 in 
4 years.  If she can set aside
$1,000 now, what rate of return
does she need on her account?
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The Rule of 72 

You now know that the concept of compounding means that your money is making more money even while you
sleep.  One way to see how powerful this can be is called the Rule of 72.

Mathematicians say that you can see how long it will take you to double your money simply by dividing 72 by the 
interest rate. So let’s say your grandparents give you $200 for your birthday and you want to use it to start saving for
your own car. If you put the money into an account that earns 6 percent interest a year, how long will it take to 
grow to $400?  

72 ÷ 6% interest = 12 years

So in 12 years, your money will have doubled to $400.  But what if your dad tells you about an account where you
could earn 9 percent a year on your money?  

72 ÷ 9% interest = 8 years

Now you will have that $400 in only eight years. By earning just a little bit more interest, you reduce the time to 
double your money by four years.  And this doesn’t include any additional money that you may put into your account
over time, which would only speed up the process.

But what if eight years seems too long to wait and you want that $400 in four years instead?  The Rule of 72 can also
tell you the interest rate you need to earn to double your money in a certain amount of time.  So for four years it 
would be:

72 ÷ 4 years = 18% interest

With only four years to invest, your money will double if you can find an investment that earns 18 percent.  Of course,
that may be difficult to do as the stock market typically averages only about 10 percent a year over the long term.
But you can certainly see how even a small difference in the interest rate you earn can make a big difference in how
quickly your money compounds—earning you more money—over time.

Exercise 3C: 
The Impact of Higher Returns 
Use the Rule of 72 to calculate the answers to the following questions. Show your 
calculation and answer for each question in the space provided.

1 What interest rate would be necessary to double a $100 investment in 24 years?

2 How many years would it take to double $100 if it earned interest at a rate of 8% per year?

3 What interest rate would be necessary to double a $100 investment in 11 years?

4 How many years would it take to double $100 if it earned 7.75% interest per year?
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Risky Business

When many people hear the word “investment,” they think of the stock market, the place where stocks are bought

and sold, and they think about the risk of losing all their money. But risk is simply the uncertainty that the anticipated

return will be achieved.  All investments involve some degree of risk—even relatively safe investments like an insured

savings account. That’s because the interest earned on the savings account may not keep pace with inflation,

decreasing an investor’s future purchasing power.  But a savvy investor understands and takes steps to manage her

or his risk.  

The risk/reward trade-off is the principle that an investment must offer higher potential returns to compensate for the

increased potential unpredictability.  So the greater the risk you take with your money, the higher the potential returns

on your investments. The lower the amount of risk you take, the lower the potential returns will likely be. Figure 3-2

demonstrates this for some common types of investments.   

Figure 3-2:
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The risk/reward trade-off is key to choosing investments that are right for you, because most people have different
ideas about how much risk they should take with their money.  Some are conservative and want to keep it someplace
safe, like a savings account. Others are more aggressive and are willing to invest it someplace riskier, like the stock
market. In the end, you have to decide how comfortable you would be with an investment that could frequently go up
and down in price.

Of course, the reward for taking on risk is your return on investment.  Return can be made up of income such as 
interest or dividends (which are a share of the profits you receive as a stockholder).  Return can also come about
from growth stock prices, called capital gains. If an investor buys a stock and sells it later at a higher price, the dif-
ference between the purchase price and the selling price is called a capital gain. So if you bought Stock Z for $10
per share in 2000, then sold it for $25 per share in 2005, your profit, or capital gain, is $15 per share.  If an investor
ends up selling a stock at a lower price, the difference is called a capital loss.

When talking about return, people usually cite an investment’s rate of return or rate of interest, which is simply the
annual percentage return on an investment.  In short, it tells you how fast your money is growing.

An Array of Investment Options 

There are many ways to put your money to work for you. We’re going to talk about an array of different investment
options, all of which work better in certain situations than others. 

Generally, people choose to invest for one of two reasons: income or growth. Income means they get paid—in cash—
for owning the account or investment.  Growth means they buy and hold an investment with the hope that it will
increase in price, over time. 

Exercise 3D: Risk versus Reward   

Two people have different investment strategies.  Read about their situations and then 
follow directions to compare their investment portfolios.

Elements to Compare Carrie Darren

Who has a lower-risk investment program?

Who has the potential for higher earnings?

What is each person’s highest-risk investment?

What is each person’s lowest-risk investment?

Carrie Montgomery, age 27 and single, has an emergency fund in an insured savings account.  Her other
investments include a balanced mutual fund, a growth mutual fund, and collectibles in the form of baseball
cards.  Sixty percent of the money in these investments is in a growth mutual fund, and 20 percent of the
money is in each of the other two investments.

Darren Miller is 22 and also single.  He has an adequate emergency fund in U.S. savings bonds.  The 
remainder of his investment program includes equal amounts of money invested in a money market mutual
fund, high-grade preferred stock, and blue-chip common stock.
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If you’re only looking to set money aside for a few months or even a few years, income investments tend to be the 
better fit because they are less risky than growth investments.  As you know, that means their value tends to fluctuate
less, providing steadier returns over time.  But over longer periods of time, such as several years or even decades,
growth investments earn higher returns than income investments.  So choosing between income and growth 
investments essentially comes down to a trade-off between lower, steadier returns and more volatile, yet higher 
long-term returns.  

Part of the difference in risk is due to the different roles an investor plays in each type of investment.  When you
choose an income investment, you are essentially lending your money to a bank, a business, or the government. In
return, you get interest as your income.  But when you choose a growth investment, you are essentially buying part of
a company, hoping that it goes up in value.  Because it’s riskier to own part of a company than it is to lend money to
it, owners expect to get paid more.  Of course, there’s no guarantee they will. 

Let’s look briefly at some specific examples. Within each broad category, we’ll list typical savings or investment 
choices, ranging from low risk/low return to higher risk/potentially higher return.

Savings Accounts. Often the first banking product
people use, savings accounts earn a small amount
of interest. Because the federal government 
guarantees the safety of these accounts, they’re
considered to be very low risk.  Therefore, they tend
to pay low interest rates. But you also can take your
money out at any time without penalty, so a savings
account is a very liquid asset, meaning that it can
be easily converted into cash. 

U.S. Savings Bonds. The federal government pays
interest to investors for loaning it money, just like
banks and credit unions do. But bonds are different
from savings accounts.  A bond is a formal 
agreement where the borrower, in this case the 
federal government, can use your money for a set
period of time and you, as the lender, will get paid a
specific amount of interest in return.  In this case,
you’re agreeing to loan the government your money
for at least a year. But savings bonds are designed
to be held for up to 30 years, so if you cash a 
bond in within five years of purchase, you’ll pay a
penalty—usually three months of lost interest. On
the other hand, these bonds typically pay higher
rates of interest than savings accounts. 

You can buy government-issued U.S savings bonds
from almost any financial institution or directly from
the government.  There are two main types. You can
buy a paper Series EE savings bond for half of its
face value—the minimum is $25 for a $50 savings
bond.  It is guaranteed to accrue enough interest to
reach face value in 20 years.  You can also buy
online Series EE or Series I savings bonds at their
face value and earn a fixed rate of interest.

Certificates of Deposit (CDs). Banks and credit
unions have their own versions of savings bonds,
called certificates of deposit. When you buy a CD
from one of these financial institutions, again, you
are essentially loaning it money for a set period of
time—such as three months, six months, one year,
two years, etc.—and getting interest in return. The
longer the term, the higher the rate of interest paid.
CDs usually pay a slightly higher rate of interest
than savings bonds. But like savings bonds, you
will lose a few months of interest if you cash them
in early. 

Money Market Deposit Accounts. Banks and
credit unions also offer money market deposit
accounts (MMDAs). These work like checking
accounts, so you can take your money out whenev-
er you want, usually without any penalty. However,
the bank or credit union may limit the number of
checks you can write per month.  MMDAs pay a
higher rate of interest than savings accounts—
although usually lower than CDs—and they are
insured by the federal government.  However, they
also usually require a higher minimum balance than
savings accounts for the first deposit.

Income Investments 



� Think About It:  

What do all of these income investments have 
in common?
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Assignment 3-2: 
Which Is the Best Deal?

Like any other major purchase, you should shop around before choosing investment
options.  Choose one income investment option that suits your current needs.  Contact
three financial institutions for more information on how to open an account.  Get an 
application for the best investment option, and fill it out for practice.  

Money Market Mutual Funds. You should know
there’s a similar option to MMDAs called a money
market fund.  Often offered by mutual fund 
companies (a type of investment company that
invests shareholders’ money in a diversified group
of securities of other companies) and brokerages, a
money market fund is designed to be a stable way
to save your money and earn potential income.
While there is no guarantee that money market
funds can do this, and they are not insured or guar-
anteed by the U.S. federal government, they are
generally considered to be pretty safe investments.
Money market funds tend to earn higher interest
rates than MMDAs.  

Corporate and Government Bonds. Among all
the income investments, these bonds typically pay
the highest interest rates. A bond’s potential return
is usually referred to as its yield. U.S. government
bonds, also known as Treasury bonds, tend to be
safer than corporate bonds because they are
backed by the “full faith and credit” of the U.S. 
government.  But corporate bonds usually offer
higher interest rates.  The time periods for both
types of bonds can range from 2 to 30 years. In
general, the longer the time period, the higher the
interest rate the bond earns. 

With the exception of the savings bonds mentioned
earlier, few bonds are sold for less than $1,000—
and you may be required to buy more than one.
This can make it an expensive investment for 
individual investors.  The cheapest way to buy U.S.
Treasury bonds is directly from the government.
Investment brokers sell corporate bonds and 
usually charge a fee for the transaction.

Stocks. Having stock in a company means that you own part of that company. A company usually begins 
issuing shares of stock to raise money for reasons such as buying new equipment or hiring more employees.
Investors who buy stock are called shareholders, who actually own shares of, or equity in, the company. 

Stocks are generally riskier investments than income investments because you can potentially lose more money.
But over longer periods of time, stocks tend to make more money than income investments.  And while there’s
no guarantee you’ll make money, stocks are generally liquid—you can usually sell stocks back at any time.

It’s still a secret to many, but more than 300 of America’s biggest companies sell stocks directly to investors,
which is definitely the cheapest way to invest in stocks.  Sometimes you need to own at least one share of stock
to buy more directly from a company.  Of course, you also can buy stocks through a low-cost online brokerage
or mutual fund company.  The most expensive option is investing through a financial advisor, but the advantage
is he or she can also help choose the right stocks for you.

Growth Investments  

YOU

CAN

DO IT!

The following are some examples of growth investments:
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Mutual Funds. Many investors like the affordability
and convenience of owning mutual funds instead of
individual stocks and bonds. A mutual fund takes
money from many investors and uses it to make
growth or income investments based on a stated
investment objective.  Some funds are designed to
produce income by investing in bonds, CDs, and
other income-producing investments.  Others,
designed to produce growth, invest in stocks or 
real estate. 

Mutual funds have several key benefits.  First, they
offer investors an affordable way to own shares of
many stocks, which is less risky than owning just a
few shares.  If one stock does poorly, you won't
lose as much money as you would if that was the
only stock you owned.  Second, they are 
professionally managed by an investment expert,
also known as a portfolio manager.  The portfolio
manager makes all buying and selling decisions for
the fund—again more affordably than you would
likely get on your own.  And third, with more than
6,000 mutual funds to choose from, you can 
probably indulge any interest you have in a 
particular type of company or investment style.

Real Estate. Investors buy property, such as land
or buildings, again hoping to generate a profit. If
your parents own their home, they own real estate. 
But there are many other forms of real estate 
investments, such as malls, apartment complexes,
undeveloped land, commercial buildings, and 
farmland.  Real estate is considered less liquid than
stocks because it’s more complicated to sell.  You
usually have to put the property on the market, wait
for a buyer, negotiate a price, then sign a contract.

Collectibles. Collectibles are items that are relative-
ly rare in number. Paintings, sculptures, and other
works of art are all collectibles. So are baseball 
trading cards and antiques.  Just as with stocks or
real estate, collectors buy items they hope will
increase in value over time. Investors in collectibles
don’t make a profit (or loss!) until they sell their
items. Because there’s a much smaller market for
collectibles, investors view them as very high in risk. 

� Think About It:  

What do all of these growth investments have 
in common?

Exercise 3E: Savings or Investment?     

Create a Venn diagram to illustrate what is common and what is unique about 

savings and investments.  

Common featuresUnique savings
features

Unique investment
features
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Assignment 3-4:
My Risks and Rewards   

Predict the potential risks and rewards of the different investment options you selected
for Assignment 3-3.

YOU

CAN

DO IT!

Assignment 3-3:
My Investing Options   

Gather information and provide details on at least three different types of income and/or
growth investing options that might be of interest to you. 

YOU

CAN

DO IT!

Many Baskets of Eggs

Did your parents ever tell you not to put all your eggs in one basket?  If so, they were actually trying to tell you to 

diversify your options. Diversification is reducing investment risk by putting money in several different types of 

investments. By spreading your money around, you’re reducing the impact that a drop in any one investment’s value

can have on your overall investment portfolio.  A mutual fund is an example of an investment that uses diversification.

For instance, say you get $100 and decide to put $50 into both a money market account and a stock.  Five years

later, the stock company has collapsed from a scandal, and the stock you invested in is worthless. Yes, you’ve now

lost $50.  But you would have lost the entire $100 if you hadn’t split your investment between the money market

account and the stock. That’s a simplified example of how diversification can help lower the risk of your investments. 

Smart, Steady Eddie

Earlier you learned about the value of paying yourself first.  You also learned that it doesn’t matter if you can only pay

yourself a little at first because money can build up quickly thanks to the power of compounding and choosing the

right investments.  Right now you have one of the most powerful advantages in building wealth—you’re young, and

time is definitely on your side.  

Steady Eddie knows that one way to take advantage of time, even if you don’t have a lot of money to set aside yet, 

is called dollar cost averaging.  Dollar cost averaging is the practice of investing a fixed amount in the same 

investment at regular intervals, regardless of what the market is doing.  It’s another key investment principle to know

because it eliminates having to worry about investing at the “right” or “wrong” time.  

Dollar cost averaging evens out the ups and downs of the market. As the price of the investment rises, you simply end

up purchasing fewer shares and when the price falls, you end up purchasing more. 



At the end of the year, Eddie would own 43.21 shares purchased at varying prices. As you can see, more shares 
were purchased when the mutual fund share price was low, and fewer shares were bought when the share 
price was high.  And since he got 43.21 shares for $600 during the year, he paid only 
$13.89 per share. 

But if you look only at the price per share he paid each month, you’ll see that the average 
monthly price was $14.20 a share.  So by using dollar cost averaging, Eddie received a discount 
of about 31 cents on every share he purchased—or a discount of about 2 percent off the 
average monthly price. Not bad for just following a simple investing process.

So instead of worrying about trying to figure out the best time to buy shares, Eddie achieved a 
reasonable average cost per share. Plus, he also benefited from compounding as any gains those 
shares made could be automatically reinvested, increasing the value of his account.

As we said, dollar cost averaging also teaches you to save at regular 
intervals.  What if Eddie had waited until December when he had 
all $600 saved and ready to invest at one time?  For one, he 
would have only been able to buy 36.47 shares at that price.  
But he would have also missed out on reinvesting any of the 
gains of the shares and the power of compounding if he had 
been investing some money every month up until 
that point.

Adding It Up
In this unit, you learned that saving and
investing are very important parts of your
financial plan. You learned about a number of
ways that you can put your money to work for
you, with savings options for short-term goals
and investments for long-term ones. You’ve
learned about risk and strategies for manag-
ing it. And you’ve seen just how much com-
pounding can help you reach your goals faster
and more effectively—even if you’re just 
building your wealth a little at a time. 

Of course, money that you’re investing is
money that you’re not able to spend right
now.  You have to choose to put it away for
more important longer-term goals rather than
using that money on things you want right
now.  But you certainly don’t want to deprive
yourself of an enjoyable life now for the sake
of a potentially better one a long ways down
the line.  So it’s important to find the right 
balance and to continue to tweak your 
financial, spending, and investment plans as
your life changes.

Let’s say Eddie decides to invest $50 into ABC Mutual

Fund every month.
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Assessment 3-1: My Investing Plan
Use what you’ve learned to propose your own saving and investing plan.

Amount of
Investment

$50

$50

$50

$50

$50

$50

$50

$50

$50

$50

$50

$50

Date of
Investment

Jan. 5

Feb. 5

Mar. 5

Apr. 5

May 5

June 5

July 5

Aug. 5

Sept. 5

Oct. 5

Nov. 5

Dec. 5

Cost Per
Share

$15.23

$16.70

$16.04

$14.63

$13.11

$12.84

$10.79

$11.24

$11.97

$14.52

$16.87

$16.45

Number of
Shares
Bought

3.28

2.99

3.12

3.42

3.81

3.89

4.63

4.45

4.18

3.44

2.96

3.04

For more tips, tools, and articles
about investing, visit hsfpp.nefe.org.



Score ________/50 Name __________________________________________ Date ______________
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Feedback:

Unit Assessment 3-1: My Investing Plan

Competency:
Propose a personal saving and investing plan.

Directions:
Using the decision-making model you learned about in Unit 1, outline a plan to use income and growth 
investments to help you meet your intermediate- and long-term financial goals. 

Review your financial goals and preview the Required Criteria to guide you in developing an investment plan. 
The plan should be realistic for your current and near-future situation.

Include the following information in your plan:

details of at least two investment strategies that will help you meet your intermediate- and 
long-term financial goals

a summary of how your saving and investing plan will help you meet your financial goals

Required Criteria Status

1.  You use the decision-making process to select at least two investing products      complete       not complete
for your investment plan

2.  You outline your investing strategy (amount to invest, how often, complete       not complete
and when to invest) 

3.  You predict the potential value of your investments three years from now complete       not complete

4.  You classify your investment choices as income investment or complete       not complete
growth investment

5.  You describe the potential risks and rewards of the chosen investments complete       not complete

6.  You balance the diversity of your investments complete       not complete

7.  You explain how your investing plan aligns with your complete       not complete
intermediate- and long-term financial goals


