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Personal Savings Lesson Plan

Topics/Learning Objectives

Class Activities

Assignments

Must Cover

If Time Permits

Unit 1: Introduction to

Financial dreams and

Financial behavior inventory

Financial life cycle

Value auction

financial life nightmares Complete Personal Financial | Financial goals SMART goals
Financial goals Needs and wants Goals Worksheet Calculation of time value of
money
Unit 2: Net Worth Demonstrate net worth Complete net worth Net worth This unit should take the
statement worksheet Assets most time.

Debt

Debt ratios
Unit 3: Financial institutions | Compare financial Create a list of questions to Banks, credit unions Brief overview of brokerage
Unit 4: Checking, saving, institutions and rates. ask a banker. Checking and other financial service
money accounts Have a banker come to Saving institutions.

speak to the class.

Money Market

Unit 5: Certificate of Deposit

Class contest on finding the
best CD rate.

Find the best CD activity.

Types of CDs
Laddering

Bullet and barbell investing
strategies.

Unit 6: Bonds Review different rates on the | Update the table on Treasury bonds Corporate, mortgages,
internet by looking at fixed comparing savings municipal, zero-coupon
income products. agreements.

Unit 7: Tax Credits Have an accountant come in | Maximize tax savings Tax credits 529s,

Unit 8: Tax-advantaged to speak about taxes and activity. 401K

Saving

the benefits of tax-
advantaged savings.

2009




Personal Savings 90-minute Session

Topics Activities Must Cover If Time Permits
Financial goals and net Demonstrate net worth Financial goals Assets
worth worksheet. Net worth Debts

Debt ratios
Banks Different types of CDs Types of CDs Banks, credit unions
CDs Restrictions Checking

Laddering Saving

Money Market

Bonds How interest rates work Treasury bonds Corporate, mortgages,

Interest rates

municipal, zero-coupon
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About this course for instructors

Personal Savings is a course that teaches the basics of setting financial goals, the time value of money, the
differences between various savings agreements, and the types of bonds available for savings. Students will
be able to recognize the major types of insured financial institutions and the typical banking products and
services. Saving returns and evaluating alternative saving agreements are the focus of this course.

The topics that will be covered in this class are:
1 Setting short-term and long-term financial goals
1 Forming a net worth statement
1 Calculating the time value of money
9 Comparing savings agreements
1 Analyzing bond returns and risks (volatility and inflation)
1 Identifying the banking industry and certain deposit products and services

At the end of this course, the learner will be expected to:
1 Discuss and quantify major financial goals, such as education, home, and retirement
1 Assess the risk associated with each of these goals (inflation)
9 Create a net worth statement
1 Review several types of savings agreements
1 Evaluate which are the best savings agreement for their personal situations
1 Describe banking products and services for deposits
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About this course for students

One of the first steps to building a secure financial future is building savings. What are you saving for? Most

families have to save for emergencies, vacation, car, education, house, and retirement. In order to save
effectively you have to ask how much you need and when
all the options you have for savings. There are a variety of savings products that can match up with your time

horizon and access to your money. Whether you use a bank or credit union, you have to evaluate and find

the right savings agreement for you.

The benefit of keeping a portion of your financial assets in a savings agreement is liquidity, preservation of
principal and lowerrisk.1 t 6s an i mportant starting step to achievin

In addition to liquid savings, this course will teach you about bonds. Most people start their investing lives by
putting money in treasury bonds which are considered the safest investment. This is a good place for you to
begin. These can also get complicated so ités importan

Tax credits are ways of getting money back from the government that are sometimes left on the table. Learn

about possible credits that you might be missing. Tax-advantaged saving is a smart way of saving for
retirement.
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Overview

In our complex world there are always a lot of choices. Knowing how to manage money can help you make
your money work harder for you and you will make the right choices for your future. The path is full of
obstacles. You'll be more likely to avoid traps that can undermine your ability to attain your financial dreams
and goal. We rarely look at our lives from the long viewd financially. This figure shows the arch of your

financial life.
High Growing your career
School and o&o" and managing
y College xg@_ life ups and downs
[ ) .
S A2, == & Retirement
z‘;‘:‘fﬂ?ﬁg'”ﬁ;‘t’ 28 P2 [ youmove towards D (L) If youdve been good
Income much) and Starting a your peak eaming Jgi\' : SRVl e il
A famil years and use this enter retirement debt-
getting the y time to grow your free and comfortable for
= ($§gl:)%égl?n wealth with.nranar the rest of your life. If
: 000 fora | —— L‘ o
60000 Childhood public university) || YOUr earnings start | l=sSet allocation and you havend, the only
$ ’ P —— to take off and vl rebalancing. opt_lon _IS to continue
This is when you || Setile dowpAG start | | You upgrade your W) YN G, Ve
You begin by start with credit || @ famib#/With that house and save for asset allocate,
being a financial | | .o 4o (33% have copfes your first your kidsécollege vour incomNcauld reba_tlance, and Iadd(_er
drain to your flouse (down education ($100,000 3 your investments to give
Y over $2000 ( fall well beforeyou istributi
middle-class : each) and your ) 2 you a steady distribution
outstanding payment of about reach retirement aga f
arents costin retirement ($1 million). ) >% || ofincome. Healthcare
P 9 balance) and $30,000), You continue to ;
$40,000 $10,000 a year m ndthe | | You will change jobs becomes a big expense.
: Y student loans ortgage, and the accumulate for
or $184,000 i i (every 2 to 4 years) i You protect yourself
: $20,000 averagy || Kids who now drain retirement and plan
i (320,000 averagy: nd may b etirementand plan || j.om fraud. You update
until you leave -\ | ¢ o hachelors'. you $10,000 a ana may be how your nest egg will N I
theroostd and | | v, gtart a 407K || Year- You need an e pRloyedity last for the rest of your Q" estate plan.
thatidoesna or IRA to saveljor || €mergency fund of EEIEE @ e el life. You protect your ]\/[
include college S six months. You times. You may health and assets with
$20 000 tuition. protect your assets divorce (77% fall in T e T
! with life, property, wealth). You may insuragnce You may
liabilty, disability | | have to care for your ||\l e o
and health parents ($5500 per Ty
insurance. You year). All these could bec);use A
create a will. set you back. y '
30 40 50 60
-$10,000

Age (years)

We start off life being dependent on our parents to provide for us financially. As we move into young

adulthood, we learn about creditand debtd t hat i s we | earn how to use it but
be some unpleasant consequences to that spending. At the beginning of our careers, earnings do grow fast

but so does the spending. We spend money on a car, the house, and our children. As our career and

earnings progress, so does our spending. We upgrade ou
education. At the same time, we hit |ifeds bumws. Ther

have to help others. Income starts to decline for most of us well before we hit retirement age. Then when we
retire, we have the job of making sure that our savings last as long as we do.
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How does a typical person look financially? Not as prosperous as most of us believe. The typical annual
household income (includes all people in a living unit) in the US is $46,242. Although it has increased
throughout most of the | ast cent ur y Someéveleneeduggestse e n
that people coming out in the workforce now may be the first generation to make less than their parents.

60,000

50,000

40,000

30,000

20,000

10,000

Typical Household Income
(114 million US households - 2005 dollars)

Sometimes it seems like America is the land of millionaires or even billionaires. The truth of the matter is only
a few US households (3%) make over $200,000. The majority of families (53%) make $50,000 or less. If you

break down the $50,000 and less group even further, about 21% of US households have $20,000 or less in

income.

2009

Percent of population by household

0% iIncome
o
>3 2005
50%
40%
. 30%
30%
20%
11%
10%

0%

0,
4% 1% 29

Under 50,000to 100,000to 150,000to 200,000to Over
$50,000 100,000 150,000 200,000 250,000 250,000
Source: US Census
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Washington state has higher household income than the national median. Washington family income (people
related to each other in a household) broken down by family size is as follows:

2006

Median
Washington Income
Total: 63,705
2-person families 58,584
3-person families 66,252
4-person families 75,140
5-person families 68,562
6-person families 62,484
7-or-more-person families 61,212

Source: US Census

Your income changes depending on the economy, tending to go up during good times and down during bad.
It also changes depending on where you are in your life. You start your life as a financial drain on your
parents, costing most middle-income families about $10,000 a year. Your income rises as you get more
established in life. It peaks about the time you are 50 years old and then declines as you move towards

retirementand r et i r e. But this chart doesné6t tell t he whol
Your income goes up and down as you go through life
2005 Median Household Income by Age in dollars
70000
60000 —
50000 _ — — — —
40000 _— — — — — —
30000 _ — - — — — —
20000 +——— — — — — — —
10000 +—m—— — — — — —
O T T T T T T T T T T T T T 1
2 3 3 2 3 8 3 % 3 3 3 3 ¥ .
10000 e e e g 2 2 2 2 & 8 g & g %
< 1) LN L o ) o ) o L o N o >
Agein years
Source: US Census
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What can you do to improve your financial status? Education has an impact. Here is a chart that describes
the impact of education on your salary. There is a big jump in earnings when you get your college degree
and even a bigger jump if you get a professional degree such as engineer, accountant, lawyer or doctor.
Keep in mind that even with the same education, women make 60% to 70% of what men make. Some
speculate that this is because women are still the main caregivers for both parents and children and may
take time off to give this care.

Typical salary by education and gender
2006 Median Income in dollars

120,000
100,000
80,000
60,000
40,000 —mMale
Female
20,000 —
o}
o v AN 2 & o > 2
& DA N &° e R
s & & & & & K &2 &
& & & &Y P & F
~ S NS S <
Source: US Census
Of course, your financi al |l ife doesndt proceed as smoo
time that someone staysinajobisabout5years. So t hat t hereds a pretty good ch

unemployed, underemployed, or self-employed for periods in your working life.

People change jobs many times

30 Percent of Population

Total

25 L thanhigh
school
W High School

20

15

10

Oor1l 2to 4 S5to 7 8to 10 11to 14 15 or more

Number of jobs held age 18 to 40

Source: Department of Labor - 2006 Report - National Longitudinal Study of Youth 1979
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Spells of Unemployment
Percent of people 18 to 40

16

14
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10
8
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4
2 I
0]
0] 1 2 3 4 5 6 7 8 9

Source: Department of Labor - 2006 Report - National Longitudinal Study of Youth 1979

10o0r
more

Other life events such as marriage (70% of people get married) can have an effect on your financial life.
Marriageincreases a personébés wealth by about 77% because two
Divorce (40% to 50% of first marriages end in divorce) can have a significant impact on your financial life.

Divorce can decrease your wealth by 77%.

You already know than children can have an impact as well. Just as you cost your parents so will your kids

cost you $10,000 a year for a total of $184,000. When they go to college, the average cost of a college

education at a Washington state public university is $15,000 perye ar or about $60, 000 f or
degree. Other colleges can be priced at http://apps.collegeboard.com/search/index.jsp.

It follows that net worth or the amount of wealth you have also increases as you age. Your net worth---what
you own (home, retirement accounts, investments, etc.) less what you owe (mortgage, car loans, etc.)--
grows over your lifetime and declines as you retire and no longer earn money.
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Household Wealth

Survey of Income and Program Participation 2000
140000

120000

H Median Net Worth
100000 Excluding Home
80000
60000
40000
20000 I

Lessthan 35 35to 44 45to 54 55to 64 65to 69 70to 74 75years and
years years years years years years older

Source: US Census

For most folks, as can be seen by the graph above, much of their wealth is tied up in their homes. People
tend to buy their first house when they are 32 (typically 1812 square feet for $236,500 in Washington state)

and upgrade when they are ol der ($300,000). However, a

Most folks view their homes very emotionally and will not sell it even when they retire. About 70% of people

who retire donb6t sell or even take money out of their
Location 2006 Median Price
Kennewick-Richland-Pasco $156,100
Portland-Vancouver-Beaverton 280,800
Seattle-Tacoma-Bellevue 361,200
Spokane 184,100
Yakima 136,500

Source: National Association of Realtors

As you navigate your way through your financi al i fe,
all the twists and turnsthatc an be t hrown at you. | tds i mportant that
matter where you are in this journey.

For children, it is important to teach them to be thrifty. Studies have shown that adults who were taught to be

thrifty as children accumulate more wealth. Teach children to take the time to evaluate purchases. Teach
children to save for themselves and to give to others.
important to add credit and debt to the curriculum as children reach their teenage years. Learning to drive

offers the opportunity to learn about risk management to preserve your wealth.

As folks |l eave coll ege, the career may start to take o
urge to spend more. Instead learn to focus on financial goals and saving. The time value of money or

compounding works the most wonders when people save early in their careers. The workplace offers the

opportunity to learn about employee benefits and how they fit into your financial life. As you grow your

career, you should grow your wealth. When you retire, you should retire debt-free and have a retirement fund

to carry you onwards.
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Being smart about your money can help you buy a house, pay for a college education or cover your
retirement needs. In navigating your path, always remember that it is a marathon and not a sprint. You need
to keep focused on the finish line all the way.

Financial experts always cite these few simple steps in securing your financial future:

Set financial goals.

Develop and stick to a spending plan.

Create wealth by paying yourself first.

Grow your wealth by learning to invest intelligently.

Conserve your wealth with good credit habits.

Protect your wealth with good recordkeeping, insurance and fraud smarts.

ouswhE

Set goals

Where do you want to go? Write these down. A study of college students found that those who wrote down
their goals and enlisted others to help them accomplish their goals were much more likely to achieve their
goals. Write down your financial goals and commit to getting to them.

Since these are financial goals, you have to put a dollar value on them. Then think about what time frame

you want to put on them. Donét forget, if wonforgetri te t h
them. Make the goals realistic. Remember as you achieve the goals, you will develop a track record that will

help you achieve even bigger goals. Divide them into:

Short-term: such as paying off credit card debt or saving for a vacation
Long-term: such as saving for a house, a college education or retirement.

Now figure out how much you have to save every year to achieve your goals. When you first look at the
number, it may seem overwhelming. Break it down to every month, every week and maybe even every day.
Keepontarget. Donét be di scouraged. Youdll get there in the e

Create a spending pland and stick to it

Now that you've figured out your financial goals, you are ready to create a spending plan to attain them. Start
by taking stock of yourself financially. How much do you spend? Track your expenses for a month. Keep all
your receipts if you pay cash, use your online banking to download a list of checks written or debit card
transactions, and look at your credit card hill. Look at deductions from your pay check. Use a notebook to
track your spending. Categorize every expense. The key is to track everything you spend. Be realistic if you
have to estimate and go for high rather than low.

Divide your expenses into fixed, variable and discretionary. Monthly fixed expenses are regular savings,
housing, groceries, utilities, and car payments. Once you have noted all your fixed expenses, write down
your expenses that vary each month such as the telephone bill or utilities. These expenses happen every
month, but the amount you spend could change. Then note discretionary expenses such as clothing,
vacations, gifts and personal spending money. These expenses are the ones that you should give careful
thought to.

Now that you have figured out your expenses, write down your monthly income after all taxes and deductions.

Compare expenses to income. One of the advantages of doing a comparison of expenses to income is that it

provides a quick reality check. If you are spending more than you're bringing home every month in income,

you have a deficit. You need to evaluate every expense
your means. If you're spending less than you're bringing home, you have a surplus. This surplus should be

put to saving towards an emergency fund or long-term financial goals.
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Entertainment
4-6%
Clothing 4-7%

Charity and
Tithing 10%

Debt repayment
8-18%

Housing 23-33%

Savings 5-10%

' Food 12-20%

N

Insurance 4-6%

Suggested Spending Allocations

Transportation
7-10%

Medical 3-5%

Once you have all your financial records organized, keep it up. Figure out a way to continue to track your
expenses and reconcile your checking account, your bill payment and your credit card accounts. Use this
system to help you do your taxes correctly and painlessly. Good recordkeeping in itself will help you build

your wealth.

Act on your plans right away. Procrastinating can cost you much in the future. Once you have set goals,
estimated your expenses and identified monthly savings targets, it's time to put your plan to work. Give it
some timed about three months. Then see how you're doing. Were you able to meet your savings goals? If
so, stick with it. If not, look at your variable and discretionary expenses for opportunity areas to cut back

spending and increase savings.

Evaluate your plan every three months and make adjustments as needed. If you're not saving enough to
meet your monthly goals, you may need to spend less. Saving is the key to successful financial plans. You
can make more money saving aggressively than you can by investing aggressively.

Create wealth by paying yourself first.

An estimated seventy-five percent of families will experience a major financial setback in any given ten-year

period. Savingisa good way to weather

fi

nanci al

thunder st or ms.

been saving much. In fact in 2006, they were dipping into their accounts to spend to the tune of a negative

1.2% of disposable (after

teadx essi )n cien ct ohnee .1 9T3h0i ss.

hl at sénsd tn oht

save. During much harder times like from 1943 to 1948, right after World War Il, Americans were saving at
over 25% a year (see chart below). If you talk to people who remember those times, they talk about a
national campaign to save and buy war bonds. The country was determined to save. Now it seems the

country is determined to spend.
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Compared to just about every country in the world, the US does poorly in saving. In some Asian countries
people save over 30%.

2004 Household Saving Rates
(as a percent of disposable income)

United States  n—
Sweden
Netherlands

Japan
Ireland
France

Canada

Australia

-4.0 -2.0 0.0 2.0 4.0 6.0 8.0 10.0 12.0 14.0

http://stats.oecd.orgMWWBOS/default.aspx?DatasetCode=REFSERIES

Saving means giving up something now, so you will have more in the future. It's not easy deferring or
eliminating spending for thingsy ou want today. |1tés a decision you have
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that way off in the future. Study afterst udy shows t hat we wondét do this of o
it automatic. The best way to deal with this is to pay yourself first with automatic deductions from your
paycheck.

The first thing you need to do is to establish an emergency fund that will cover 3 to 6 months of expenses.
This fund will tide you over when you lose your job unexpectedly or have an emergency medical bill.

Which is more? 1. Saving $4000 a year from 25 to
45 years old and then no more
savings but you leave it in your
account.

2. Saving $8000 (double) a year
from 45 to 65 years old

So start depositing money younger . . . The more time the
money has to grow, the more money you get. So start
saving today!

Assumes 8% rate

Grow your wealth by investing intelligently.

If you work, join your company's retirement-savings plan (such as a 401K or 403B). Your contribution avoids
current taxes and accumulates tax deferred. Companies sometimes match your contributions (on average
they will match 50 cents for every dollar that you put in) and this can really increase your return on
investment. Arrange to have all your salary increases deposited into savings accounts.

Make full use of other tax-advantaged accounts like Roth IRAs that are paid with after-tax dollars but returns
are not taxed at all. Put all your pay raises right into savings before you get used to having them. Other
Awi ndfall sd such as tax refunds should also be put dir

Contributing with every paycheck helps you weather the ups and downs of investments by dollar-cost
averaging. This has proven to be much more effective than trying to outguess the market. As you learn more
about investments, move into higher return and higher risk investments, Use asset allocation to diversify and
manage that risk. Rebalance your portfolio to buy low and sell high automatically.

Youébél!l find that investing intelligently isndét rocket
the different kinds of investments, the more wealth you will accumulate.

Conserve wealth with good credit habits.

Those who Iived through the depression of the 1930s we
money. Attitudes have changed a lot in the past 70 years. Some experts believe that we have become the
debt generation. Here is the percent of families that have various kinds of debt.

_ P_ercent Median “AAr(re]?)nunt

2004 Consumer Finance Survey with debt | Amount

Primary residence mortgage 45% 74600 | 124100
Other real estate mortgage 5% | 42600 | 166700
Home equity line 1% 4200 36600
Installment debt (Car and education) 43% 10300 18800
Credit card balance 44% 2000 5100
Other debt 7% 3200 17100
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