Financial Literacy Lesson:
Investing Basics
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Grade Levels: 9 - 12th

Lesson Purpose:

To introduce students to investing terms: High Yield Savings Accounts, APY,
Compound Interest, and The Rule of 72.

Objective:

Students should be able to explain how compound interest works as it relates to
high yield savings accounts and The Rule of 72. They should be able to calculate
the number of years it takes to double their initial investment.

Teacher Lesson Outline:

e Planned to A.T. Introduction Video (5 min)

Have students watch the introduction video and fill in their notes as they do. Be sure to ask
students if they need any answers repeated when the video ends.

e Class activity: Investor Graph (10min)

Use the Investor Graph to walk students through interpreting it by answering the questions #
1-6 together. Let students answer question #7 on their own.

¢ Rule of 72 Practice (20 min)

Walk students through the calculation of the first question: 72/ 1% (0.01) = 72 years to double
$1 to $2. Give them time to work through the remaining questions, then go over the answers
with students.

e Myths About Investing (7 min)

Read each myth statement aloud and then let students answer the question for themselves.
After all questions have been read and answered ask students to share out.

¢ Reflection (5min)
Let students answer the reflection questions as an exit ticket.
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Q: What is a high yield
savings account?

A high yield savings account is an
account that provides a higher interest
rate (or return on investment) for
keeping your money in the account
over a longer period of time.

Q: What is an APY?

Annual Percentage Yield or how much
interest will be earned on an
investment over a year, including
compound interest.

Q: What is Compound
Interest?

Interest on top of interest earned.

Q: What is the Rule of 72?

The Rule of 72 is a calculation that
uses an interest rate to determine
how long it will take an investment to
double.
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TART : Essential Question(s)
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Explain how interest, dividends, and
capital gains are forms of income
earned from financial investments.

Education Standards

Addressed:

Additional Lesson

Materials:
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To Save or Invest: What's it to you?
Video Note-taking Guide

1. APY stands for:

2. Making a slight adjustment to using a high yield savings account typically earns you
times higher than the national average on a
regular saving account.

3. For example if you deposited $5,000 in a traditional savings with a 0.4% APY you
could earn around back in interest per year.

Putting that same $5,000 in a high-yield savings account with a 4% APY could earn
you around per year back in interest.

4. Compound interest is another way to earn extra money by simply leaving the
money invested alone,

5. In other words compound interest is interest that you earn
you already earned.

6. For example if you invest $1,000 and your investment earns 12% a year you will only
earn interest on your $1,000. At the end of year 1 you will have $1,120 because of
the 12% APY which earned you an extra ,
just by letting it sit.

In year 2 of your investment you will earn interest on your $1,000 plus the extra
$120 you earned in year one. The interest compounds or collects on top of itself. If
you keep that investment for 30 years you could end up having a value of

7. The Rule of 72. It shows you how long it takes to your investment.

8. Using the Rule of 72 is easy. You simply take the number 72 and divide it by the
on the account you're putting your money into.

For example if you put $500 into a compound interest account that has an interest
rate of 6%, you can divide 72 by 6 to get 12. This means it would take
for your money to grow from $500 to $1000.

But say you put your money in a different account that has a rate of 9%. Using the
Rule of 72, you'd take 72 and divide it by 9 to get 8. So your money would double in
instead of 12.
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The Rule of 72 = /2 _ of years it takes

Rate of Return (%) to double your money
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Class Activity and Discussion:

Directions: Use the chart below to answer the following questions.

-

COMPOUND INTEREST:

WHO WILL EARN MORE?

This example shows how the earlier a person takes
advantage of compound interest, the more time that $787'1 80
money has to grow.

@ K@) $611,730
at age 65

$800,000

at age 65
$700,000

$600,000

$500,000
INVESTOR 1: INVESTOR 2:
-Starts at 25 -Starts at 35
-Sets aside -Invests $400,000
$5,000 a year $5,000 each
for 10 years in year for 30
arow. years in a row $300,000
-No more until reaching
investments age 65.
after age 34. $200,000
$100,000

25 30 35 40 45 50 55 60 65

NOTES: Assumes an 8 percent interest rate, compounded annually. Balances shown are approximate.
SOURCE: Author’s calculations.
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1. How old is the youngest investor?

How long does the youngest investor invest their money?
How much does the youngest investor make by age 65?
How old is the oldest investor?

How long does the oldest investor invest their money?

How much does the older investor make by age 65?
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Which investor would you rather be and why?

Activity #2: Let’s Double My Money Quick!

Directions:

Use the rule of 72 to answer the following questions.

1. At a 1% rate of return, how many years would it take to turn $1 into $2?
2. At a 1% rate of return, how many years would it take to turn $1 into $2?
3. At a 9% rate of return how many years would it take to turn $20 into $407?

4. Which investment would double your money the fastest?

a. Under your mattress
b. An Amazon stock giving 5% rate of return
c. A mutual fund giving 9% rate of return

4, Based on the Rule of 72 should you put your money in an account with
higher or lower rate of return (APY) if you want to double your money more
quickly?
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Activity #3: Check Your Understanding

Directions: Based on what you learned in the video lesson, answer the
following questions.

1. Explain the rule of 72 in your own words.

2. Explain compound interest in your own words.

3. How is a high yield saving account different from a traditional savings
account?

Wrap Up Class Discussion Activity
Activity #4: Myths About Investing at a Young Age

Directions: Listen as your teacher reads each statement. Then rewrite the statement
so itis true.

Myth #1: You're too young to invest your money.
Fact #1

Myth #2: You can invest just once and become a millionaire.

Fact #2
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Reflection and Exit Ticket:

Answer the following questions based on today’s lesson.

1. Why should you invest your money, especially in your early years of life?

2. Atyour age, does it make sense to start investing your money now or
should you wait?

Invest Now | Wait

3. What's one myth and fact about investing at a young age?

4. What's the difference between saving and investing?

5. If you had to share with a family member or friend something you learned
today, list the person below and write what you would share.
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