Pay Yourself First

FDIC Money Smart for Young Adults

Building:-Knowledge, Security, Confidence



* Help you identify
ways to save money

e Introduce savings
options to use to
save toward your
goals
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- Objectives

By the end of this module you will be
able to:
 Explain why it Is important to save

 Determine goals toward which you
want to save

e |dentify savings options
e Determine which savings options will
nelp you reach your savings goals
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MY GRANDMOTHER JUST REALLY? TUAT PURSE IS /;1:'_ ELSE DO I UAVE TO

SENT ME A CUECK FOR A LOT OF MONEY! DON'T PAY FORS IT'S MY MOWEY. IF
MY BIRTHDAY! NOW I CAN w TO SAVE AT LEAST

I WANT TO SPEND IT ALL ON
A PURSE, I caN/

SOME OF THAT CHECK?

GO BUY THAT PURSE I WANT/

Money F,
Smart




Pay Yourself First e

e Put some of the _
money from your v 3
paycheck in a g
savings account

» Save before paying
bills




e Learn to manage
money better

e Save money toward
your goals

 Improve your standard
of living

« Have money for
emergencies
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Act|V|ty 1 Pay Yeurseif Flrst

Worksheet

Complete Activity 1 in your
Participant Guide

— Take a few minutes to think
about your savings goals

— What might you need money
for in the future?

— Write it down

— Only complete the top half of
the worksheet




ACHV]ty Zsa‘””g ST'pS

Complete Activity 2 In your
Participant Guide
— Review the Saving Tips

— Go back to your Pay Yourself
First Worksheet

— Fill in the bottom half with
ways you plan to save




e An amount of money banks
pay you for keeping money
on deposit with them

e EXpressed as a percentage




« Money you earn on the
previously paid interest
In your account

e Can be compounded
daily, monthly, or
annually




-~ Activity 3: Interest

Complete Activity 3 In your
Participant Guide

— Annual vs. Daily Compounding
chart

— Compounding Interest Over
Time chart




""":Actlwty 4 Savmg $1 and

~ $5aday

Complete Activity 4 in your
Participant Guide

— Saving $1 a Day

— Saving $5 a Day

— How much money can be made
by saving a small amount each

day?




‘Saving $1aDay

5% Dally
No Interest Compounding

Year 1 $365 $374

Year 5 $1,825 $2,073

Year 10 $3,650 $4,735

Year 30 $10,950 $25.415




‘Saving $5aDay

5% Dally
No Interest Compounding

Year 1 $1,825 $1,871

Year 5 $9,125 $10,366

Year 10 $18,250 $23.677

Year 30 $54,750 $127,077
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~—Annual Percentage Yield (APY) s

« The amount of interest you earn on
a yearly basis

e Expressed as a percentage

« The more often your money
compounds, the higher the APY

« Compare the APYs of different
accounts, not the interest rate
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~—Annual Percentage Yield (APY) s

APY=100[(1+Interest/Principal)“*"¥ " *m4]

Principal amount of funds assumed to have
been deposited at the beginning of the account

Interest total dollar amount of interest

earned on the Principal for the term of the
account

Days In termthe actual number of days in
t

iqrm of the account




The Rule of 72 JEE0

72 = Interest Rate = Number of Years

Lets you know:

« How long it will take for your
savings to double in value

 What interest rate you need to
earn to double your money in a set
number of years




 Open a savings
account

e Buy an
Investment
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e Earn interest

 Glve you easy
access to your
money

 Are federally
Insured by the
FDIC or NCUA




"""'f_'_:Xcti"\"’/'"ity 50 Feur SaV| ngS

Pr 0 ducts

Complete Activity 5 in your
Participant Guide

Select one of the following:

— Statement Savings Account

— Club Account

— Money Market Account
— Certificate of Deposit (CD)




~Activity 6: Special ACCOUNtS

Complete Activity 6 In your
Participant Guide

Fill in the blank with either:

— Individual Development
Account (IDA)

— 529 College Savings Plan
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 Long-term savings options
purchased for future income o
financial benefit

 Are NOT federally insured

* Are riskier than deposit accounts

 Usually give you a higher rate of
i‘ return than deposit accounts

Young
Adul




~Investment Products

e Bonds

e Stocks

e Mutual funds



Act 4\, ity 7 E E BOn ds aas

Complete Activity 7 in your
Participant Guide

— Read the iInformation about
the EE bonds

— Respond to the questions and
discuss with the class




~Activity 8: Investment Products s

Complete Activity 8 in your
Participant Guide
— Review the material to learn

more about investment
oroducts

— Present your Investment
Product to the class




- Act|V|ty 9 Investment Issues to

Consider

Complete Activity 9 in your
Participant Guide

— Review the strategies that will
help you choose the best
Investment
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~ Other Investments

 Owning a
business
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~ Decision Factors g

e How much do you want to
accumulate?

e How long can you leave
your money invested?

« How do you feel about
risking your money?




~ Activity 10: Pay YOU" Self F|rst

Action Plan

Complete Activity 10 in your
Participant Guide

— Write down the action steps you
Intend to take

— How can you save toward your
goals?
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MY PARENTS ARE MAKING ME WELL, IF YOU WOULD'VE SAVED I KNOW, I KNOW. I sHOULD'VE

PAY FOR TUAT SPEEDING TICKET SOME OF YOUR BIRTHDAY MONEY SAVED THAT MONEY. NEXT TIME I
I GOT, BUT I DON'T HAVE ANY RATHER THAN BUYING TUAT P WILL PUT SOME OF IT INTO MY
MONEY! WUAT AM I €OING TO DO? SAVINGS ACCOUNT
BEFORE SPENDING
ANYTHING.
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P ay Yo u rs elf _F | rst

Congratulatlons| You have completed
the Pay Yourself First module. You
have learned about:

« What it means to pay yourself first and
how you can benefit by doing it

* Tips to help you save more

e HOW your money can grow

« Anumber of saving and investment
options

« How to decide what savings and

d Investment options are best for you

e




Don’t forget to complete the
Knowledge Check in your
Participant Guide.




