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ACTIVITY 3: SAVING SAVVY

In this activity students will set goals for personal savings, explore ways in which they can

save money, and learn about the power of compounding interest.

1. Pose the following question to your students: What is something
that you would like to have but that would require you to save up
money in order to afford? Record responses on the board.

2. As aclass, examine the list of responses and decide if the ability
to afford each item is a short-term (new jeans, prom dress, video
game) or long-term (car down payment, college tuition, apartment
deposit) goal. Ask each student to write down at least one personal
short-term and one long-term savings goal on their own paper.

3. Using their weekly spending records (from Budgeting Basics
activity) as a reference, ask students to brainstorm ways in which
they might save money by reducing their variable expenses.

4. Ask students to select one or more of the tips to put into practice
themselves and to determine how much money they would save
each week by employing that idea.

S. Introduce students to the idea of compounding interest: If you
start with an initial balance (principal) in a savings account, allow
it to earn interest, and keep the interest in the same account, you
will soon be earning “interest on the interest” of all prior periods.
In addition, if you regularly deposit more savings into that same
account, you will earn additional interest on that as well. On the
other hand, if you regularly withdraw interest as it is earned, you
will only earn simple interest, that is, interest paid only on the
original principal. Provide your students the opportunity to experi-
ment with plugging in different values into a compounding interest
calculator such as the one found at http://www.math.com/students/
calculators/source/compound.htm. Explain to students that if they
save consistently, and allow the interest to remain in the account,
their money can grow over time to a considerably larger amount.

Take it to the NEXT level:

Divide your class into groups and have each group create a “Top Five”
list of “Thrifty, Not Cheap” outings or dates that are locally accessible.
Then have each group orally present their list to the rest of the class.
After all groups have presented, ask your students to vote on the top
five ideas out of all the groups.

Have each student contact two or three local banks or credit unions to
find out what their current rates are for savings accounts. Ask them to
also note any maintenance fees or penalties that may be assessed on
the account. Have students report back to the class, compare their find-
ings, and decide which bank offers the best option.

To follow reading and discussion
of Major Money Moves and Small
Smart Steps on page 26.
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Sunshine State Standards:

e MAQI2F.1.1

The student will explain the
difference between simple and
compound interest.

e MAQ9I2F21

The student will calculate the
future value of a given amount
of money.

Materials/Preparation:

e Board or chart paper

o Weekly spending records from
Budgeting Basics activity, if
available

e Internet access
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