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INTRODUCTION Dollars & Sense: Building Financial Dreams

Welcome to Dollars and Sense: Building Financial Dreams, a financial literacy curriculum created by
the Partnership for After School Education (PASE) for the 18-to-24 young adult. Funded by the
FINRA Investor Education Foundation, this three session curriculum and accompanying Young Adult
Guide to Saving and Investing for Retirement is designed to provide 18-to-24 year olds with crucial
information about the value of saving, especially for retirement, and enable them to create a more
financially secure future for themselves and their families.

WHY FINANCIAL LITERACY
As a whole, people in the United States live beyond their means, spending more than they earn.
This is not a sustainable practice as people put off saving for emergencies, long term goals and
retirement.

In 2005, for the first time since the Great Depression, the US personal savings rate fell into 
negative territory. That means people spent not only all of their post tax dollars, but had to dip into
their savings to cover expenses. From the 1970's through the mid 1980's, the personal savings rate
averaged 10 percent. It has been in decline ever since .

Young people are not receiving sufficient education around financial issues and consequently are
ill-prepared to take on the increased responsibility they face when they get to college and/or enter
the workforce.

According to the Jump$tart Coalition, just 10 percent of youth are graduating from high school
with any kind of instruction in personal finance. A recent Jump$tart survey showed that the aver-
age high school student failed a basic financial literacy test with an average score of 52 percent.
White students scored an average of 55 percent while African Americans scored significantly lower
at 44.7 percent; and Hispanics, 46.8 percent .

Dollars and Sense: Building Financial Dreams is designed to provide young people with the financial
information they so desperately need and ensure that this next generation is both ready and able
to save for their future.

WHO SHOULD USE THIS CURRICULUM
This curriculum is designed for use by anyone who works with, supervises, or teaches young adults,
ages 18-24. We want to reach as broad an audience as possible with the simple message that the
time to start saving is NOW! Armed with accurate and accessible financial management
information, young adults can set forth on a path that puts them in control of their money and all
of their financial decisions, and this guide will take you through them step by step. Don't worry.
You do not need to be a Wall Street whiz to use this curriculum effectively. The topics covered -
budgeting and saving, investments, and retirement vehicles-are basic fiscal management concepts.

INTRODUCTION
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Facts on Policy: U.S. Savings Rate; Hoover Institution, Oct. 10 2006
<http://www.hoover.org/research/factsonpolicy/facts/4250756.html>
Financial Literacy Shows Slight Improvement Among Nation's High  

School Students; Jump$tart Coalition for Personal Financial Literacy, April 5, 2006
<http://www.jumpstart.org/fileuptemp/2006GeneralReleaseFinal%202.doc>
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HOW TO USE THIS CURRICULUM
Dollars and Sense: Building Financial Dreams is constructed as a three session curriculum.

Session 1 - First Steps: Understanding Saving and Budgeting 
Session 2 - Saving for Many Sunny Days: Understanding Savings Vehicles 
Session 3 - Understanding Investment Vehicles and Investing for Retirement

Each session combines information sharing and hands-on activities. To facilitate content delivery,
we have created a set of PowerPoint slides for each session. You will find the slides embedded in
the curriculum as well as a copy at the back of the curriculum. We encourage you to print a set of
the slides for participants so they can follow along and take notes.

Throughout the curriculum, you will see Facilitator Tips. These tips provide concrete examples for
you to share with participants or a suggested strategy for approaching the topic. Additionally,
sessions 1 and 2 have handouts which you will find at the end of each session chapter.

Each session runs roughly two hours, but we encourage you to amend and extend the session to
meet the needs of your participants. For example, if you find the young adults are struggling with
making a workable budget, you might spend additional time discussing wants versus needs. Or if
they are interested in the stock market, have them create a mock stock portfolio and monitor its
progress for a defined period. Invite a financial advisor, perhaps one who manages your program's
retirement plan or a Board member, to provide some expertise and answer questions.

Lastly, the curriculum comes with the Dollars & Sense Young Adult Guide to Saving and Investing for
Retirement. This guide provides a wide variety of information and resources for young adults begin-
ning to work towards building their financial futures. It is intended as a supplement to the Dollars
& Sense: Building Financial Dreams curriculum and builds off topics and ideas introduced in that
course. Each participant should receive a copy of this guide.
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1Dollars & Sense: Building Financial Literacy

SESSION ONE First Steps: Understanding Saving & Budgeting

1) INSTITUTE ORIENTATION
Welcome participants and provide and overview of PASE.

HANDOUT 1A: PASE INFORMATION SHEET
Facilitator Tip:

Can ask the
example be 

something for 
which they saved 
well or not well.

Participants introduce themselves, their roles at the agency, their
expectations for the series and an example of something they
have saved for.

Use the examples shared as an informal way to introduce some of
the concepts (savings vehicles, budgets, time) that will be
addressed though the training by selectively asking the following
questions:

o How did you save for that?
o How long did it take?

Provide an overview of the project, including background, goals,
advisory committee and the FINRA Investor Education Foundation.

Review “Big Ideas” for Dollars & Sense to provide a framework for
the training initiative. Explain that these are the major points
addressed by the curriculum.

o  Time is on your side
o  Retirement is a long-term savings plan
o  Take advantage of what your employer offers you
o  Control of your finances improves quality of life

Share that curriculum is divided into three sessions: Understanding
Savings and Budgeting; Savings Principles and Vehicles; and Long
Term Savings: Investment and  Retirement Vehicles.

Transition to beginning of session by outlining the “Big Ideas” that
will be covered in Session 1.

o  Time is on your side
o  Understanding short- and long-term goals
o  Income and expenses
o  Setting a budget
o  Spend to save
o  Credit
o  Controlling daily spending 

HANDOUT 1B: DOLLARS & SENSE: BUILDING FINANCIAL DREAMS INFORMATION SHEET

               



SESSION ONE First Steps: Understanding Saving & Budgeting

2) WHY SAVE?
SAVINGS WEB (ACTIVITY 1)
Write “saving” in the center of a sheet chart paper. Ask participants why they save.
Web chart responses.

SAVINGS

House

Trips

School

Emergency

After the brainstorm, review SLIDE 2: REASONS FOR SAVING. Make links to ideas already shared.
Provide examples to clarify reasons if the group does not provide them.

.

BARRIERS TO SAVING
Ask participants to share why it might be challenging to save. Chart responses on same web 
using a different color marker. Review SLIDE 3: CONCERNS AND ISSUES WHEN SAVING, making links to 
concerns shared by participants. Make the distinction between emotional/behavioral reasons 
(e.g. not comfortable with the concepts, spending habits, fear of the unknown) and practical
reasons (e.g. threshold, liquidity).

Facilitator Tip: Job loss, medical emergencies, dentist, etc.

Facilitator Tip: iPod, trip, car, education, house/apartment.

Facilitator Tip: Need to have money set aside to begin to invest.

Facilitator Tip: Don’t want to work forever and savings is critical to 
retirement planning.

2Dollars & Sense: Building Financial Literacy

SLIDE 2: REASONS FOR SAVING 1

Personal Financial Management: Participant Manual;
JP Morgan Chase, 2005 

<http://www.chase.com/cm/shared/crb/page/financial_education_main.html>.

1

                    



3Dollars & Sense: Building Financial Literacy

SESSION ONE First Steps: Understanding Saving & Budgeting

While you will be exploring these topics in Session 2, it is important to provide basic understanding
of these principles. Speak to the fact that cash - the most liquid of assets - is like water. Whereas 
real estate, which involves multiple parties and market conditions when selling, is much more like ice.

.Facilitator Tip: It’s hard to reach that point when first starting
out. You have options as consumer, so don't be discouraged.

Facilitator Tip: We are more comfortable with quick access.

Facilitator Tip: Federal Deposit Insurance Corp. insures your
deposits up to $100,000.

THE SIGNIFICANCE OF STARTING TO SAVE NOW
Saving is about creating and supporting personal wealth (Net Worth). Our savings habits today
will impact our personal wealth 10, 20, 30+ years from now. WHEN we start to save also impacts
our future personal wealth. TIME IS ON YOUR SIDE! Review SLIDE 4: TIME IS ON YOUR SIDE.

SLIDE 3: CONCERNS & ISSUES WHEN SAVING 2

JP Morgan Chase
Saving Fitness: A Guide to your Money and Your Financial Future;
U.S Department of Labor Employee Benefits Security Administration.
<http://www.dol.gov/ebsa/pdf/savingsfitness.pdf>.

2

SLIDE 4: TIME IS ON YOUR SIDE 3

3

Don't get bogged down in explaining an IRA and return. The point of this slide is to see in clear
terms the advantage to starting early. As you move through the curriculum, participants will come
to understand return, IRA and compounding.

Important Fact: While the traditional age for retirement has been 65, most of us won't be  eligible
for full  Social Security benefits until the age of 67 so we need to start our thinking about saving
for retirement with that target age in mind.

Facilitator Tip: How much total contribution? ($10,000) 
How much per month? ($83.33)

Facilitator Tip: How much total contribution? ($35,000) 
Person 2 is investing under the same conditions.

Facilitator Tip: Learn from your mistakes. If you put money
in a stock that goes down, you have time to recover.

                  



4Dollars & Sense: Building Financial Literacy

NET WORTH: HOW DO I KNOW WHAT I’M WORTH?
Before going further, it is important to discuss personal wealth. Understanding one’s personal wealth,
“net worth,” is the foundation from which to start saving. Explain that we tend to think of net worth
as associated with wealthy people, such as Oprah or Donald Trump. However, we all have a net worth.

So how does one determine net worth? The formula is basic arithmetic. Share and discuss SLIDE 5:
FORMULA FOR NET WORTH

Building Wealth: A Beginner's Guide to Securing Your 
Financial Future; Federal Reserve Bank of Dallas, 2007.
<http://www.dallasfed.org/ca/wealth/3.html>.
Ivestopedia. A Forbes Media Company.
<http://www.investopedia.com/dictionary/default.asp>.

4

SLIDE 5: FORMULA FOR NET WORTH4

FORMULA FOR NET WORTH 
(AKA PERSONAL WEALTH)

ASSET - LIABILITIES = NET WORTH

ASSET  : A resource having economic value that an 
individual or corporation owns with the expectation
that it will provide future benefit. An easy definition-
something that you own.

A wealth-creating ASSET generally increases in value or
provides a return, such as your
o  savings account
o  retirement plan
o  stocks, bonds, mutual funds and other securities 

Note: can lose value as well 
o  house 

Note: can lose value

A non wealth-creating ASSET doesn't earn money or rise
in value, such as your
o  car 
o  TV/stereo
o  computer
o  clothes

LIABILITY: A responsibility or debt. Money you owe.

Some LIABILITIES include
o  home mortgage
o  credit card balances
o  car loan
o  hospital and other medical bills
o  student loans

NET WORTH is the difference between your assets and
liabilities. Your net worth is your personal wealth.

Conclude this section by explaining that while the
formula for Net Worth is not difficult, managing
the elements that make up the fomula is the 
challenging part and the aim of Dollars & Sense is
to see the value of money management.

5

5
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3) THE BASICS: GOAL SETTING & SAVING
UNDERSTANDING GOALS
Define what short term might be (up to 5 years from today) vs. long term (over 5 years).
Review SLIDE 6: GOAL SETTING AND SAVING. After short and long term are defined, participants share 
examples of short term and long term goals. Make note that what one person considers short
term could be long term for another because the goal is based on each person's individual 
financial situation.

PROCESS
o Think about your short term and long term goals.

o  Write down each of your goals on a 4” x 6” index
card so you can organize them easily (one goal per
card). Don't leave something out at this stage
because you don't think you can afford it. This is your
“wish list.”

o  Sort the cards into two stacks: goals you want to
accomplish in the short term, and goals you want to
accomplish in the long term. It's important to separate
them because, as you'll see later, you save for short
term and long term goals differently.

o  Write on each card what you need to do to 
accomplish that goal: a) When do you want to 
accomplish it; b) what will it cost; c) what money have
you set aside already; and d) how much will you need
to save each month to reach the goal?

5Dollars & Sense: Building Financial LiteracyJP Morgan Chase
U.S Department of Labor Employee Benefits Security Administration

6

SLIDE 6: GOAL SETTING & SAVING

GETTING STARTED: SETTING SHORT & 
LONG TERM GOALS (ACTIVITY 2 & SLIDE 7)
Now ask participants to start thinking about and
writing down some of their own short and long
term goals.

Facilitator Tip:
Have note cards

already on tables
or in packets 

6

SESSION ONE First Steps: Understanding Saving & Budgeting

SLIDE 7: SETTING GOALS7

7

                   



Dollars & Sense: Building Financial Literacy

Once the activity has been completed, ask for volunteers to share their goal. Walk them through
each step. Acknowledge what someone has set aside for their goal and thank them for sharing.

ASK PARTICIPANTS:

o What was the purpose of this exercise?  
o Did you find it useful?

Explain that they should hold onto these goals and add to them. As we go through this curriculum
we will revisit these goals. As they learn information, they may be able to amend goals or put
those that are unrealistic into a wish list. Maybe later they can turn them into reality with some
adjustments and/or by reorganizing priorities. We'll come back to these goals when we put
together a spending plan.

6Dollars & Sense: Building Financial LiteracyU.S Department of Labor Employee Benefits Security Administration
U.S Department of Labor Employee Benefits Security Administration

Facilitator Tip: Be prepared for the following as participants share their goals. 1) Participants
have no idea the cost or it is wildly unrealistic. Discuss where they might find that information or
clarify the amount. Discuss why it might be that they don't have the information. 2) Participants
have no idea how much they will need to put away. Acknowledge and explain that amount really
can vary depending on how they plan to save, which they will be discussing in the next sessions.
3) Goal is “large,” e.g. owing their own business. Work with them on breaking it down into 
progressive steps.

UNDERSTANDING A SAVING & SPENDING PLAN (AKA BUDGET) 
Ask participants “What's the one simple trick for saving for any goal?” Solicit responses.

The answer: Spend less than you earn. That's not easy if you have trouble making ends meet or if
you find it difficult to resist spending whatever money you have in hand. Here are some ideas that
may help you. Start with a “spending plan” - a guide for how we want to spend our money. Some
people call this a budget, but since we're thinking of your goals and retirement as something to
buy, a spending plan seems more appropriate. Review SLIDE 8: “SPEND” TO SAVE: DEVELOPING A SAV-
ING & SPENDING PLAN.

8

8

SESSION ONE First Steps: Understanding Saving & Budgeting

SLIDE 8: SPEND TO SAVE 9

9

                



Dollars & Sense: Building Financial Literacy 7Dollars & Sense: Building Financial Literacy

ABOUT BUDGETS
Set a foundation for the next activity by introducing the two components of a budget: income and
expenses. Share SLIDE 9: INCOME & EXPENSES.

4) BASICS OF BUDGETS 

SLIDE 9: INCOME & EXPENSES

Facilitator Tip: wages, child support, Social Security, gifts, etc.

Facilitator Tip: rent, daycare, etc.

Facilitator Tip: entertainment, utilities, etc.

UNDERSTANDING INCOME & EXPENSES WORKSHEETS
Once you know your sources of income and what your expenses are, you can place them into a
monthly Income and Expenses Worksheet which will help you develop a more realistic budget.
Review SLIDE 10: INCOME & EXPENSES WORKSHEET.

SESSION ONE First Steps: Understanding Saving & Budgeting

Discuss with participants that savings is listed as an expense and that is how we want them to
think of it. Use the expenses to underscore fixed versus flexible expenses.

In the example in slide 10, is the person coming out ahead this month? Since the answer is yes,
where might he put that extra cash? Options include retirement fund, build up savings, etc.

SLIDE 10: INCOME & EXPENSES WORKSHEET10

                



8Dollars & Sense: Building Financial Literacy

Facilitator Tip: When working with students or other groups who may not have traditional
income streams or expenses, emphasize that anyone can do a budget. Any income stream
(allowance, birthday money, stipend, etc.) and any expenses (pizza, movies, etc.) can be tracked and
controlled. You don't have to have a job and a rent payment to make a budget.

Facilitator Tip: Participants can sometimes feel anxious after this exercise especially if they a)
found they had many gaps in information or b) came out in the negative territory. Assure them
the point is not to cause them distress, but rather to begin the process of understanding their 
personal finances. Moreover, as we discuss in the next section, a budget is not a static document.

BUDGETING BASICS 
Now that participants have laid out what goes into a monthly balance sheet, we can explore in
greater depth the intent behind a good budget. Ask participants for their definition of budget.
Place answers in context. Review SLIDE 11: WHATS, WHYS & HOWS OF BUDGETING.

SESSION ONE First Steps: Understanding Saving & Budgeting

SLIDE 11: WHATS, WHYS AND HOWS OF BUDGETING11

FacilitatorTip:
Holiday budget,

paying off debt, etc.

Facilitator Tip:
Talk about finding 
balance between
the two.

11
JP Morgan Chase
JP Morgan Chase

CREATING MY MONTHLY BUDGET (ACTIVITY 3) 
Distribute HANDOUT 1D: MY MONTLY BUDGET and ask participants to complete it for the past
month. Assure participants that they will not have to share their budgets. After participants
complete monthly budgets, discuss

o How did it come out? Any surprises?
o What expenses were they unsure of?  Why was that? 
o What is the value of completing a monthly budget? 

10

               



Dollars & Sense: Building Financial Literacy

5) A VIEW OF CREDIT
A CLOSER LOOK AT DEBT AND CREDIT
We have talked about a debt being a barrier to savings and how a budget can be a plan for 
meeting expenses, such as paying off debt in a given period of time. Let's take a moment to look at
the impact of debt on your credit. Review SLIDE 12: UNDERSTANDING CREDIT and SLIDE 13: MAINTAINING
GOOD CREDIT. Alert participants that the Young Adult Resource Guide has more information on
accessing credit history and score.

9Dollars & Sense: Building Financial Literacy

Facilitator Tip:
Often participants will have
many questions about
credit, credit cards and debt.
Acknowledge the questions,
but speak to the fact that
for the purpose of the
Dollars & Sense Initiative
the most important points
are to understand the value
of good credit and how to 
maintain good credit. They
can use some of the pieces,
including goal cards and
income and expense 
worksheet as tools to begin
to manage  their debt.

SLIDE 12: UNDERSTANDING CREDIT12

12

SESSION ONE First Steps: Understanding Saving & Budgeting

SLIDE 13: MAINTAINING GOOD CREDIT

http://www.saveandinvest.org/index.htm

                 



Dollars & Sense: Building Financial Literacy 10Dollars & Sense: Building Financial LiteracyJP Morgan Chase
JP Morgan Chase

13

DECREASING DAILY SPENDING
So let's really start to think about budgeting. Sometimes you have to make hard decisions on
where to cut back on expenses so that you can save more. A first step is decreasing daily spending.
ACTIVITY 4: In small groups have participants brainstorm strategies for decreasing daily spending.
Report back.

6) WRAPPING UP FIRST STEPS TO SAVING & BUDGETING

SLIDE 14: STRATEGIES FOR DECREASING DAILY SPENDING13

THINGS TO KEEP IN MIND ABOUT SAVING
Share with participants that the session began
with a conversation about saving. Sometimes,
even after you've tried to cut expenses and
increase income, you may still have trouble saving
enough to reach all of your goals. This happens to a
lot of people. Here are some Quick Tips to keep in
mind about saving, and in Session 2, we will cover--
in more detail--strategies for devising a savings
plan that will also help you save for retirement.
Review SLIDE 15: QUICK TIPS FOR SAVING.

SESSION ONE First Steps: Understanding Saving & Budgeting

After the group has shared strategies, review
SLIDE 14: STRATEGIES FOR DECREASING DAILY
SPENDING. Note that how “hard” or “easy”
these strategies are depends on each individ-
ual.

SLIDE 15: QUICK TIPS FOR SAVING14

14

                   



11Dollars & Sense: Building Financial Literacy

FIRST STEP TO CONTROLLING YOUR SPENDING- KEEPING TRACK OF WEEKLY SPENDING
The first place to start when creating an effective budget is to gain control of what is spent in an 
average week. ACTIVITY 5: Distribute Handout 1E - Expense Table. Ask participants to monitor their
daily expenses and/or keep all their receipts for the next week. These will be tabulated and dis-
cussed at the next session. Once participants have a better grasp of where their money is going,
they will be better able to put into play a savings plan that matches their budget. If sessions are
conducted in a more compressed timeframe, encourage participants to do this activity on their
own.

Federal Reserve Bank of Dallas
Federal Reserve Bank of Dallas

SLIDE 16: QUICK TIPS FOR BUDGETING16

15

THINGS TO KEEP IN MIND ABOUT BUDGETING
The budgeting process will not only help participants
get a handle on their finances, but will help them
focus on meeting your short and long term 
financial goals. Review SLIDE 16: QUICK TIPS FOR
BUDGETING.

16

SESSION ONE First Steps: Understanding Saving & Budgeting

15

              



HANDOUTS SESSION 1
o HANDOUT 1A: PASE INFORMATION SHEET 
o HANDOUT 1B: DOLLARS & SENSE: BUILDING FINANCIAL DREAMS 

INFORMATION SHEET
o HANDOUT 1C: MY MONTHLY BUDGET
o HANDOUT 1D: EXPENSE TABLE  

         



The Partnership for After School Education (PASE), a New York City-focused organization, promotes and
supports quality after school programs for youth, particularly those from underserved communities,
enabling them to identify and reach their full potential.

ABOUT AFTER SCHOOL EDUCATION

Every day in New York City, more than 500,000 young people in low-income communities are provided
safe and enriching environments in after school programs run by community-based agencies. PASE 
recognizes the crucial role these programs play in fostering young people's intellectual, emotional,
physical and spiritual growth. PASE believes that academic skills should be integrated into all aspects of
an after school program; that parents, youth and community members need to have input into 
program development; and that programs should make a commitment to be inclusive, foster cultural
diversity, and build community.

PASE PROGRAMS AND OFFERINGS:

PASE works with more than 1,400 community-based agencies enabling a critical exchange of resources
and ideas among agencies, educators, funders and other partners. PASE is New York City's premier
provider of professional development for after school staff and youth-serving agency leaders. In its 
programs and initiatives, PASE promotes quality in after school programs and functions as a strong
voice for youth. Specifically, PASE programs include:

o  Professional development and training opportunities
o  Demonstration projects which incorporate innovative programmatic practice
o  Conferences, forums and publications on research, evaluation, curricula and best practices
o  Advocating for more resources for the field

FOR MORE INFORMATION, PLEASE VISIT OUR WEB SITE: WWW.PASESETTER.ORG

HANDOUT 1A

       



DOLLARS & SENSE: BUILDING FINANCIAL DREAMS
Funded by FINRA Investor Education Foundation

PROJECT OVERVIEW
PASE is committed to improving the lives of people in commu-
nities comprised predominantly of people of color, and in low-
to moderate-income areas traditionally underserved by finan-
cial institutions. Dollars & Sense: Building Financial Dreams
leverages PASE's existing relationships with over 300 agencies
already engaging young adults in work readiness programs,
reaching both 18- to 24-year-old program participants and the
18- to 24-year-old youth workers at these agencies. Dollars &
Sense: Building Financial Dreams educates these youth about
the value of saving, especially for retirement, and enables them
to create a more financially secure future for themselves and
their families.

For more information about PASE or Dollars & Sense: Building Financial Dreams contact us at:

Partnership for After School Education
120 Broadway, Suite 230 * New York, NY 10271

Phone: 212-571-2664 * Fax: 212-571-2676 * www.pasesetter.org

HANDOUT 1B

           



INCOME & EXPENSES WORKSHEET 17

JP Morgan Chase17 HANDOUT 1C

My Income Monthly Amount
Wages $2,000
Child Support/Alimony $300
Interest/Dividends
Social Security
Other
Puiblic Assistance

TOTAL INCOME $2,300

My Expenses Monthly Amount
Fixed Expenses:
Rent/Mortgage $700
Property Taxes/Insurance
Trash Collection
Car payment
Car insurance $150
Other loan payments
Child Support/Alimony
Health Insurance
Day care/elder care $375

Flexible Expenses:
Savings $75
Gas/Oil
Electricity
Water
Telephone $50
Food $400
Transportation/Gas
Car Maintenance
Education
Personal Expenses $125
Entertainment/Other $225

TOTAL EXPENSES $2,200

My Income Monthly Amount
Wages
Child Support/Alimony
Interest/Dividends
Social Security
Other
Puiblic Assistance

TOTAL INCOME

My Expenses Monthly Amount
Fixed Expenses:
Rent/Mortgage
Property Taxes/Insurance
Trash Collection
Car payment
Car insurance
Other loan payments
Child Support/Alimony
Health Insurance
Day care/elder care

Flexible Expenses:
Savings
Gas/Oil
Electricity
Water
Telephone
Food
Transportation/Gas
Car Maintenance
Education
Personal Expenses
Entertainment/Other

TOTAL EXPENSES

                       



HANDOUT 1D

EXPENSE TABLE

WEEK OF

Date Description of Expense Cash Amount Charge Amount

TOTAL
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Saving for Many Sunny Days

DOLLARS & SENSE:
BUILDING FINANCIAL DREAMS

                          



Dollars & Sense: Building Financial Literacy

 



SESSION TWO Saving For Many Sunny Days

1Dollars & Sense: Building Financial Literacy

1) LAYING A FOUNDATION FOR SAVING
OVERVIEW OF SESSION 2 - Review the Big Ideas for Session 2, framing it in
the context that the previous lesson we became familiar with budgets
and reasons for savings. Now we are going learn about savings vehicles.

Big Ideas for Session 2

o  Saving vs. Investing
o  Savings Options
o  Comfort with Banking Terminology
o  Compound Interest
o  You are a Banking CONSUMER - You have options

PROGRESS TOWARDS GOAL SETTING & BUDGETING
Check in with participants on how they did with their expense journals.
If they kept receipts, tally them up. Were they surprised? How does this
affect their monthly budget? After discussion, make connections
between goals, budgets and introduction to saving and investing.

WHAT DOES IT ALL MEAN? WORD MATCH (ACTIVITY 1)
Using HANDOUT 2A: WHAT DOES IT ALL MEAN?, introduce participants
to vocabulary related to saving and investing. Participants match savings
and investment terms with  the appropriate definition. This activity can
be done individually or in small groups. If you have a young group or 
one that needs physical activity, this can be done as a relay. In the word
match relay, divide group in half. Have two sets of definitions on strips of
paper and  two sets of the words listed  on chart paper. In relay order,
participants  try to match definitions to list. Activity ends when first
team matches all the words with the definitions. As a group, review all
words to ensure participants understand them.

Word list:

o  Money market account
o  Certificate of deposit
o  IRA
o  Return
o  Capital
o  FDIC
o  IDA
o  Simple interest
o  Compound interest
o  Dividends
o  Principal
o  Liquidity
o  Diversification 

Facilitator Tip:
Mention that these
are terms that will be
used in the remaining
sessions. However the
point isn't to have
them memorized, but
rather to become
familiar. All words can
be found in glossary.

                 



SESSION TWO Saving For Many Sunny Days

Dollars & Sense: Building Financial Literacy

UNDERSTANDING SAVING VS. INVESTING- Although today's session is focused on saving, it's 
important to have a basic understanding of the core differences between saving and investing.
Review SLIDE 2: SAVING VS. INVESTING HIGHLIGHTS

2Dollars & Sense: Building Financial LiteracyMoney Management: Saving vs. Investing; Citigroup Financial 
Education Curriculum. <http://www.citigroup.com/citigroup/
financialeducation/curriculum/pdf/mm_sav_inv.pdf>.

SLIDE 2: SAVING VS. INVESTING HIGHLIGHTS 1

Facilitator Tip: Can't put into play any money until you have expenses under 
control and have met your basic savings needs such as an emergency fund.
Facilitator Tip: Can't get back the money from that latte or that pair of
shoes. Saving helps money add up.
Facilitator Tip: Put $100 in, will always get your $100 out.

Facilitator Tip: Investing money into stocks, bonds, mutual funds, or
real estate, you hope to earn a return.

Facilitator Tip: By starting early, you have more time to recoup and
learn from mistakes.

WHAT WOULD YOU DO?  SAVINGS & INVESTMENT CHOICES (ACTIVITY 2)
Using HANDOUT 2C: SAVING & INVESTING COMFORT CONTINUUM, participants rank their comfort
levels with each of the saving and investment options. Discuss in small groups and share out with
the larger group. After group discussion discuss that people often feel uncomfortable with some
options because they don't know enough about them. This session and next session are designed
to provide participants with an in-depth look at saving and investing with a goal of 
raising their comfort level with a variety of options.

HANDOUT 2C: SAVING & INVESTING COMFORT CONTINUUM
SAVING & INVESTING COMFORT CONTINUUM
Using a scale of 1 to 5 with (1) being “not at all comfortable” and (5) being “very comfortable,” rank
your level of comfort with each of the saving and investing options listed below.

HOW COMFORTABLE DO YOU FEEL...
1. Opening a savings account at a bank?
2. Having money directly deposited into a bank account?
3. Opening up an IRA (Individual Retirement Account)?
4. Paying yourself first?
5. Investing in the stock market?
6. Designating a fixed amount of money to save every month?
7. Asking for professional help with saving and investment options?
8. Investing in real estate?
9. Purchasing savings bonds?
10. Opening any kind of retirement account?

WHAT DO YOU CURRENTLY HAVE? Conclude this section, by asking participants by show of hands 
1) how many have a checking account? 2) how many have a savings account?

1

                       



SESSION TWO Saving For Many Sunny Days

2) A CLOSER LOOK AT SAVING
SAVINGS OPTIONS- The simplest and most well-known way to begin earning money on your 
savings is to open a savings account at a financial institution. In general, savings options are 
characterized by low risk on the principal and high liquidity. Let's look at some common savings
alternatives. Review SLIDE 3: SAVINGS OPTIONS and SLIDE 4: SAVINGS OPTIONS CONT’D. Note that the
accounts are listed in ascending order, based on traditional rates of return. As you discuss options,
use the opportunity to reinforce concepts such as minimum balance, principal, and return.

SLIDE 3: SAVINGS OPTIONS2

SLIDE 4: SAVINGS OPTIONS CONT’D3

3Dollars & Sense: Building Financial LiteracyFederal Reserve Bank of Dallas
Federal Reserve Bank of Dallas   
JP Morgan Chase

Facilitator Tip: If they want to learn
more about IDAs, we have information
in the Dollars & Sense Young Adult
Resource Guide. DO NOT SPEND TIME
on IDA’s as they are not all that
common - only 3 listed in NYC.

2
3
4

                 



SESSION TWO Saving For Many Sunny Days

MAKING SENSE OF INTEREST
Explain that interest is the money paid to you on your savings account. Interest allows your money
to work for you. It is the cost to the bank for borrowing your money and is usually expressed as a
percentage. You do not have to put more money in or “work overtime” to see a return on your 
principal, what you initially put in. Review SLIDE 5: UNDERSTANDING INTEREST AND SLIDE 6: POWER OF
COMPOUNDING.

Facilitator Tip: Like all income,
interest is subject to taxes, but it's still
“free money,” and taxes shouldn't stop
one from opening and interest-
bearing account.

SLIDE 5: UNDERSTANDING INTEREST

Facilitator Tip: While the slide is clear,
it is worthwhile to go through the
process of “adding interest” each year
so participants can firmly grasp how
compound interest works.

SLIDE 6: COMPOUND INTEREST 6

4Dollars & Sense: Building Financial Literacy
U.S Department of Labor Employee Benefits Security Administration6

THE POWER OF COMPOUNDING
Discuss with participants that regardless of
where one chooses to put their money - cash,
stocks, bonds, real estate, or a combination of
places - the key to saving for retirement is to
make your money work for you. Compounding
investment earnings is what can make even
small investments become larger given
enough time. Share the following graph to
further illustrate the connection between
compound interest and time. Review SLIDE 7:
THE COMPOUND INTEREST ADVANTAGE.

3) MAKING YOUR MONEY WORK FOR YOU

                



SESSION TWO Saving For Many Sunny Days

SLIDE 7: THE COMPOUND INTEREST ADVANTAGE8

TAKE ADVANTAGE OF COMPOUND INTEREST  
The chart shows how compound interest at various rates would increase the savings compared
with simply putting the money in a shoebox.
Ask participants: What do they notice about the graph? What is the impact of time? When does 
compounding really start to pay off?  

Discuss that from this graph, one can see that compounding has a greater effect after the 
investment and interest have increased over a period of time. Discuss how the lines do not begin
to diverge until the 10 year point. Between 20-25 years of investing is when we can see significant
divergence in the value of the accounts.

7 

4) DEVISE A SAVINGS PLAN9

HOW MUCH TO SAVE?
Ask participants to think through their reasons for saving and how they relate to their goals from
the first session. For example one goal may have been to have some “rainy day”/ emergency fund
money put aside. Others may be more specific, such as replacing a car or financing education. No
matter what the goal, there needs to be an identified dollar amount to really begin effectively 
saving for it. Review SLIDE 8: SAVING AMOUNT GUIDELINES.

5Dollars & Sense: Building Financial Literacy

Federal Reserve Bank of Dallas
Federal Reserve Bank of Dallas   
Money Mechanics, Saving and Investing; Pm1462;
Iowa State University Extension, August 2006.

<http://www.extension.iastate.edu/publications/pm1462.pdf>.

7
8
9

               



SESSION TWO Saving For Many Sunny Days

SLIDE 8: SAVING AMOUNT GUIDELINES10

Facilitator Tip: This is the first step. Need to have a cushion.

Facilitator Tip: Make savings a part of your monthly budget.
Facilitator Tip: Remember the goals from the 1st session.

Facilitator Tip: This is recommended percentage. Remind of
the concept “pay yourself first.”

SLIDE 9: SAVING AMOUNT GUIDELINES CONT’D11

WHERE MONEY COULD HAVE GONE?
Share SLIDE 9: SAVING AMOUNT GUIDELINES CONT’D to breakdown how savings plan can vary. To 
reinforce concept of savings plan, discuss with participants examples of where money could have
gone from Slide 9: Example 1 - Break down $40.00. That is roughly $10/week or two takeout
lunches, 1 movie ticket, or a manicure & tip. Example 2 - $70 could buy you a pair of shoes, a
sweater, or a night out on the town.

HOW DO I COMPUTE WHAT I NEED TO SAVE (ACTIVITY 3):
Depending on internet accessibility, this activity can be done in real time or through pre-printed
example. Version 1) If there is internet access, take participants to www.bankrate.com. Walk 
participants through savings calculator. Version 2) Using info from a participant's goal from first
session, plug in numbers on savings calculator and print out page to distribute. Walk participants
through the handout.

6Dollars & Sense: Building Financial LiteracyIowa State University Extension, Saving and Investing 
Iowa State University Extension, Saving and Investing 

10
11

                



SESSION TWO Saving For Many Sunny Days

5) EVALUATING YOUR SAVINGS OPTIONS 12

EVALUATING OPTIONS: QUESTIONS TO CONSIDER
No particular savings alternative is “best” for everyone. Some characteristics about a savings
option may be more important than others. A combination of options might be appropriate.
To make those decisions, it is important to have some questions to consider. Review SLIDE 10:
EVALUATING SAVINGS OPTIONS. Walk participants through each question. Use this opportunity to
reinforce concepts introduced.

SLIDE 10: EVALUATING SAVINGS OPTIONS13

Practicing EVALUATING OPTIONS (ACTIVITY 4)
Distribute HANDOUT 2D: EVALUATING SAVING OPTIONS QUESTIONNAIRE for participants to
answer the questions to evaluate the different options. This activity is done as “field work”
where participants go to local banks individually or in small teams and gather this 
information by talking to representatives.

If field work isn't possible due to short time between sessions, participants can complete the 
questionnaire using account information that has been pre-gathered-e.g. brochures, internet
information sheets, etc. Then report back to large group. Optional Activity: Before 
participants head out for field work, role play entering a bank and asking for information.

DISCUSSION POINTS TO REVIEW WITH PARTICIPANTS
o  CONSUMERS -You have the right to comparison shop.
o  RESEARCH - Just like people research doctors, cars or best bargains, they need to find the    
bank that best meets their needs.
o  COMFORT LEVEL - It is your money so go with a bank that you are comfortable with and
made you feel welcome.

o  DON’T BE AFRAID TO ASK QUESTIONS - Remember it is your money, so make sure all your 
questions are answered.
o  OTHER FACTORS - Is bank in a convenient location to home or work?

7Dollars & Sense: Building Financial Literacy
Iowa State University Extension, Saving and Investing  13

                                



SESSION TWO Saving For Many Sunny Days

HANDOUT 2D: EVALUATING SAVING OPTIONS QUESTIONNAIRE 

Minimum
deposit

required?

Minimum 
balance

required?
Is the 

principal safe?
How often is

interest
compounded?

Is the return
guaranteed?

What fees
apply to the

account?

Able to with-
draw funds

without
penalty or

loss of inter-
est?

Bank #1

Bank #2

Bank #3

Bank #4

5) WRAPPING UP “SAVING FOR SUNNY DAYS”

5-STEP SAVINGS PLAN
We briefly reviewed some quick tips for saving at the end of Session 1 and in this session we
have learned about different saving options and how to evaluate those options. Now review
and explore strategies for devising a sound savings plan that will help participants reach
their financial goals AND prepare them for sunny retirement days!  As we review the plan,
participants should notice that they have already started some of the steps in Session 1.
They will also notice that there are several steps we haven't yet covered. We will get to these
in the next session. Review SLIDE 11: 5-STEP SAVINGS PLAN.

8Dollars & Sense: Building Financial Literacy

         



SESSION TWO Saving For Many Sunny Days

SLIDE 11: 5-STEP SAVINGS PLAN

REVISIT GOALS
Pull out goals established from 1st session. Based on what have learned so far, can you 
reprioritize any of these goals?

PREPARING FOR NEXT SESSION
Review the last slide with participants.

SLIDE 12: INDIVIDUAL WORK FOR NEXT SESSION

9Dollars & Sense: Building Financial Literacy

14 15

J P Morgan Chase
Federal Reserve Bank of Texas

14
15

            



HANDOUTS SESSION 2
o HANDOUT 2A: WORD MATCH RELAY  
o HANDOUT 2B: WORD MATCH RELAY ANSWER SHEET 
o HANDOUT 2C: SAVINGS AND INVESTINGS COMFORT CONTINUUM
o HANDOUT 2D: EVALUATING SAVINGS OPTIONS QUESTIONNAIRE 
o HANDOUT 2E: INDIVIDUAL WORK FOR NEXT SESSION 

           



HANDOUT 2A

WHAT DOES IT ALL MEAN?
WORD MATCH RELAY

A. An account, usually managed by banks or brokerages, that can be a
convenient place to store money for upcoming investments or received
from the sale of recent investments. It is a very safe and highly liquid
investment and offers a lower interest rate than most other 
investments.
B. A type of interest-bearing deposit that requires a minimum dollar
amount to open the account and requires that the deposit remain with
the bank for a fixed period of time.

C. An investor-established, tax deferred account set up to hold and
invest funds until retirement.

D. Total increase or decrease of an investment; income plus gains or
minus losses.

E. The money, property and other valuables which represent the wealth
of an individual or business.

F. Agency of the federal government created to guarantee bank
deposits.

G. A special savings account that matches the funds saved in the
account in order to encourage families with incomes below a certain
amount to save money on a regular basis.

H. A percentage earned on the original investment only.

I. Interest on your interest.
J. Part of a company's profits that it gives back to its shareholders.
K. The original investment, the amount borrowed or the amount bor-
rowed which remains unpaid.

L. Refers to the ease with which an asset can be turned into cash.

M. Spreading the risk of loss by investing in a variety of savings an
investment options.

Capital

Certificate of deposit

Compound interest

Diversification

Dividends

F.D.I.C

IDA

IRA

Liquidity

Money market account

Principal

Return

Simple interest

All definitions were found at Investopedia. A Forbes Media Company. http://www.investopedia.com/dictionary/default.asp
and InvestorWords. 2006. WebFinance Inc. <http://www.investorwords.com>.

                              



HANDOUT 2B

WORD MATCH RELAY ANSWER SHEET
A. An account, usually managed by banks or brokerages, that can be a
convenient place to store money for upcoming investments or received
from the sale of recent investments. It is a very safe and highly liquid
investment and offers a lower interest rate than most other 
investments.
B. A type of interest-bearing deposit that requires a minimum dollar
amount to open the account and requires that the deposit remain with
the bank for a fixed period of time.

C. An investor-established, tax deferred account set up to hold and
invest funds until retirement.

D. Total increase or decrease of an investment; income plus gains or
minus losses.

E. The money, property and other valuables which represent the wealth
of an individual or business.

F. Agency of the federal government created to guarantee bank
deposits.

G. A special savings account that matches the funds saved in the
account in order to encourage families with incomes below a certain
amount to save money on a regular basis.

H. A percentage earned on the original investment only.

I. Interest on your interest.
J. Part of a company's profits that it gives back to its shareholders.
K. The original investment, the amount borrowed or the amount bor-
rowed which remains unpaid.

L. Refers to the ease with which an asset can be turned into cash.

M. Spreading the risk of loss by investing in a variety of savings and
investment options.

_E Capital

_B Certificate of deposit

_I Compound interest

_M Diversification

_J Dividends

_F F.D.I.C

_G IDA

_C IRA

_L Liquidity

_A Money market account

_K Principal

_D Return

_H Simple interest

All definitions were found at Investopedia. A Forbes Media Company. http://www.investopedia.com/dictionary/default.asp
and InvestorWords. 2006. WebFinance Inc. <http://www.investorwords.com>.

                              



HANDOUT 2C

SAVINGS AND INVESTING COMFORT CONTINUUM
Using a scale of 1 to 5 with (1) being “not at all comfortable” and (5) being
“very comfortable,” rank your level of comfort with each of the saving and
investing options listed below:

How comfortable do you feel…

1. Opening a savings account at a bank? ___

2. Having money directly deposited into a bank account? ___

3. Opening up an IRA? ___

4. Paying yourself first? ___

5. Investing in the stock market? ___

6. Designating a fixed amount of money to save every month? ___

7. Asking for professional help with saving and investment options? ___

8. Investing in real estate? ___

9. Purchasing savings bonds? ___

10. Opening any kind of retirement account? ___

     



HANDOUT 2D

EVALUATING SAVINGS OPTIONS QUESTIONNAIRE

  



HANDOUT 2E

QUESTIONS TO ASK A FRIEND/RELATIVE 
ABOUT HIS/HER RETIREMENT PLAN

1. Is the person satisfied with his/her saving and investment strategies?

2. What plans have he/she made for saving and investing?

3. When did he/she start saving and investing?

4. What suggestions do he/she have for improving upon what they have   
done?
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SESSION THREE Understanding Investment Vehicles & Planning for Retirement

1Dollars & Sense: Building Financial Literacy

1) CHECK-IN
Review last session with participants. Do they have any burning 
questions from prior sessions? We want to get their questions answered
as this will be our last session.

Discuss bank research and their conversations with older relative/friend
about investment/savings.

o  Were the people you talked to satisfied with their saving and 
investment strategies?

o  What plans had they made?
o  When did they start?
o  What suggestions did they have for improving upon what they 

have done?

Facilitator Tip:
This check-in does not
apply if doing Dollars
& Sense in day long
training.

2) OVERVIEW
BIG IDEAS COVERED IN THIS SESSION
Review what will be covered in this session of the training. We suggest
writing these “big ideas” on chart paper and letting participants know to
be listening for these topics.

o  Need to Save for Retirement
o  Retirement is a Long-term Savings Plan
o  Investment Vehicles
o  Risk vs. Reward
o  Diversification
o  Retirement Options
o  Tax Breaks of Retirement

BUILDING BLOCKS OF RETIREMENT: THREE-LEGGED STOOL
Review SLIDE 2: PICTURE OF 3-LEGGED STOOL. Discuss with participants 
how each leg of the stool comprises part of your retirement income.
What happens if you don't have one of these legs? The stool becomes 
unstable. Therefore need to have a balanced retirement plan.
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SESSION THREE Understanding Investment Vehicles & Planning for Retirement

SLIDE 2: PICTURE OF A 3-LEGGED STOOL

Discuss that we have explored personal savings and will be focusing on investments, but we
are presenting this session under a framework of retirement. Why? For many of us, the primary
way we will be investing is through our retirement plans. Therefore we want participants to
begin to think of their long term savings goals with that in mind.

3) UNPACKING INVESTMENTS
WHAT DO WE KNOW/WHAT IS OUR COMFORT LEVEL (OPTIONAL)
The content of Sessions 1 and 2 is very accessible to participants. Investments begin to move into
less familiar territory. Therefore it is suggested you do an activity to lessen some of the
anxiety/introduce some of the concepts. The following are suggested activities:

o  Wall Street Brainstorm. Solicit from group words they associate with Wall Street. If they 
don't know any, you can also throw out a few terms - Dow Jones, bulls and bears. Discuss 
what they mean in broad terms.

o  Share a Recent Business Headline. Select a recent business headline and share with group.
What does it mean? How might it impact them? 

o  The Daily News. Gather copies of that day's papers. Easiest is to grab copies of “AMNew 
York” and “Metro” as they are free. Ask participants the following questions: a) where do 
they get their news? B) what sections do they turn to first (or search/listen for)?  

Distribute papers and ask participants to find sections/pages that appear to be the 
business/money sections. Once found, ask participants to spend 5 minutes reviewing 
page, reading article. Debrief: What did they learn? Did it make sense? If not, why?  

Leg 1= Social Security Income

Leg 2= Employer-sponsored plan

Leg 3= Personal Savings and
Investments

                    



Discuss with participants that being financially literate means being able to keep abreast of what
occurs in business/money world. While the terms and concepts may feel like a foreign language,
remind them that every topic is unfamiliar when first studied. The more they read and follow
along, the more it will begin to make sense.

INVESTMENT OPTIONS
Share SLIDE 3: COMMON INVESTMENT OPTIONS. Review basic concepts of each option. Address the issue
that all of these vehicles are ways to save for the long-term but a retirement account is an efficient
way that most of us can and will save for the long term.

3Dollars & Sense: Building Financial Literacy

SESSION THREE Understanding Investment Vehicles & Planning for Retirement

SLIDE 3: COMMON INVESTMENT OPTIONS1

Iowa State University Extension, Saving and Investing1

Facilitator Tip: Operates in some ways like a CD 
although return is paid out on regular basis.

Facilitator Tip: Solicit names of big companies.

Facilitator Tip: Have some sample prospectus 
available for participants to review.

NOTE
Bonds and stocks (including mutual funds) are not bank deposits and are not FDIC insured. They
involve investment risks (including the possible loss of the principal amount invested).

WHERE TO INVEST
Review the advantages and disadvantage of each option using slides 4-5. Make clear that any
money or gain on these investments is subject to tax at some point. Use this as an opportunity to
flesh out each of the vehicles. For example, solicit from the group favorite products and how one
could own stock in them. Have a few mutual fund prospectuses to review.

                 



SLIDE 4: PROS & CONS OF COMMON INVESTMENT OPTIONS

4Dollars & Sense: Building Financial Literacy

SESSION THREE Understanding Investment Vehicles & Planning for Retirement

SLIDE 5: PROS & CONS OF COMMON INVESTMENT OPTIONS

     



DEGREE OF RISK
Activity: What's Your Risk Comfort Level- Prepare list of 3-5 risks we take in life, for example, asking
someone out on a date; asking for a raise; bungee jumping, etc. Mark a continuum on wall (“high”
“medium”“low”). Read statements and ask participants to stand based on where they rate that
risk. Discuss benefits and drawbacks to various situations. Why do our risk comfort levels differ?
Draw connection between risks/rewards in personal life and investment. Segue into discussion of
risk-rewards of investing 

TALKING POINTS FOIR FACILITATOR
Whenever you invest, there's the risk that you won't make any money and you might even lose the
principal (what you initially invested). Saving instruments insured by the F.D.I.C. are about as safe
(risk-free) as any alternative. This insurance guarantees up to $100,000 in an account (or $250,000
if a savings IRA). In comparison, consider an investment of stock in a small company whose future
depends heavily on an upswing in the economy. In general, the greater the risk, the greater the
prospects for a higher return (and loss).

5Dollars & Sense: Building Financial Literacy
Iowa State University Extension, Saving and Investing 

2

2

SLIDE 6: PROS & CONS OF COMMON INVESTMENT OPTIONS

4) UNDERSTANDING AND MANAGING THE RISKS & REWARDS 
OF INVESTMENTS

SESSION THREE Understanding Investment Vehicles & Planning for Retirement

             



6Dollars & Sense: Building Financial Literacy
Retirement: Secure Your Dreams, Growing Your Nest Egg: Risk and Return;
PM 1821; Iowa State University Extension, April 2001.
<http://www.extension.iastate.edu/Publications/PM1821.pdf>.
www.investopedia.com

3

SLIDE 7: TYPES OF RISK 3

TALKING POINTS FOR FACILLITATOR:
Your return on an investment can be influenced by several
sources of uncertainty or risk.

o  Inflation risk results from an increase in the prices of 
goods and services. Inflation is measured as an annual 

percentage increase. As inflation rises, every dollar you 
own buys a smaller percentage of a good or service. To 
maintain the same purchasing power, returns must
exceed the inflation rate.

o  Financial risk is related to the financial health of a 
company and the possibility the investment will fail to 
pay a return to the investor.

o  Market risk is the uncertainty that results from outside 
factors. (economic, social, political events) that can 
impact the securities market.

SESSION THREE Understanding Investment Vehicles & Planning for Retirement

Facilitator Tip: Share the example- Assuming
an annual 2% inflation rate, then theoretically
a $1 pack of gum will cost $1.02 in a year. After
inflation, your dollar can't buy the same goods
it could beforehand.4

Facilitator Tip: Examples -  Enron, high flying
stock in 2000, bankrupt by end of 2001. If you
use this example, be clear that downturn was
due in large part to corporate malfeasance;
GM/Ford- once stable stocks, now less desirable
due to troubles with the US auto industry and
pension plan burdens.

Facilitator Tip: Examples - Hurricane Katrina -
Lowe's/Home Depot presumed to benefit due
to construction. Insurance/Tourism take a dive
due  to claims, drop in tourists; Airlines - high
cost of oil, terrorism all have increased cost to 
airlines; War - benefits defense industry stocks.

4

TYPES OF RISK
Show SLIDE 7: TYPES OF RISK. Ask participants to envision how financial and market risks might have
an adverse or positive effect on stocks. Provide concrete examples as provided in talking points.

                         



Iowa State University Extension, Saving and Investing
Iowa State University Extension, Growing Your Nest Egg 
Iowa State University Extension, Building Your Nest Egg 

STRATEGIES TO REDUCE RISK: DIVERSIFICATION OR “DON'T PUT ALL YOUR EGGS IN ONE BASKET
“Don't put all your eggs in one basket.” Ask participants to manage risk in the investments?
While an investor cannot control all risk (e.g., that associated with the securities market and
economy as a whole), there are strategies an individual investor can use to reduce risk.

Diversification is a technique for managing risk. In the simplest terms, it means that not all
your investment dollars are placed in any one type of investment. Review SLIDE 8: STRATEGIES
TO REDUCE RISK & SLIDE 9:EXAMPLES OF DIVERSIFICATION.

7Dollars & Sense: Building Financial Literacy5

SESSION THREE Understanding Investment Vehicles & Planning for Retirement

SLIDE 8: STRATEGIES TO REDUCE RISK 6

SLIDE 9: EXAMPLES OF DIVERSIFICATION

ADDITIONAL TALKING POINTS/
BACKGROUND FOR FACILITATOR
o  Diversify within each category of
investment. You can do this by
investing in pooled arrangements
such as mutual funds. These 
investments typically give you a
small share of different individual
investments and will allow you to
spread your money among many
stocks, bonds, and other financial
instruments, even if you don't have a
lot of money to invest. Your risk of
losing money is less than if you buy
shares in only a few individual 
companies. For example, if you had
invested heavily in Enron, you would
have lost your investment when the
company went bankrupt in 2001.

o  You should put some of your
money in cash, some in bonds, some
in stocks, and some in other 
investment vehicles. Think of this as
keeping a healthy, balanced diet. The
best thing for your body is to eat
from all of the different food groups.
The best thing for your money is to
be spread out in different kinds of
investments. Studies have shown
that once you have diversified your
investments within each category,
the choices you make about how
much to put in these major 
categories is the most important
decision you will make and should
define your investment strategy.

5

6
7
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SESSION THREE Understanding Investment Vehicles & Planning for Retirement

TALKING POINTS CONTINUED
o  Why diversify? Because at any given time one investment or type of investment might do
better than another. Diversification lets you manage your risk in a particular investment or
category of investments and decreases your chances of losing money. In fact, the factors that
can cause one investment to do poorly may cause another to do well. Bond prices, for exam-
ple, often go down when stock prices are up. When stock prices go down, bonds have often
increased in value.

WHY TAKE RISK AT ALL?: INVESTMENT RETURNS
Why take any risk at all? Because the greater the risk, the greater the potential reward. By
investing carefully in such things as stocks and bonds, you are likely to earn significantly
more money than by keeping all of your retirement money in only a savings account. Review
SLIDE 10: INVESTMENT RETURNS.

SLIDE 10: INVESTMENT RETURNS 8

TALKING POINTS FOR FACILLITATOR
o  Since 1926, the average annual return of short-term U.S. Treasury bills, which roughly
equals the return of other cash equivalents such as savings accounts, has been 3.8 percent.
The annual return of long-term government bonds over the same period has been 5.3 
percent. Large-company stocks, on the other hand, while riskier in the short term, have 
averaged an annual return of 11.2 percent.

Share SLIDE 11: HISTORICAL RETURNS ON VARIOUS KINDS OF INVESTMENT which shows a more
recent time frame of return on various investment options to make clear the value of 
investing.

Facilitator
Tip: These
numbers
reflect
reinvesting
dividends
and do not
take taxes
into
account.

8Dollars & Sense: Building Financial Literacy
U.S Department of Labor Employee Benefits Security Administration8

                   



CHOOSING WHERE TO PUT YOUR MONEY
Remind participants that they should always be saving for retirement. By looking back at
the short-term goals they wrote down earlier - a family vacation, perhaps - we can better
understand how to make investment decisions. For short term goals, it's best to put money
into one or more of the cash equivalents - a bank account or CD, for example. It will earn a
little interest and will be there when you need it. For longer term goals, say a child's educa-
tion, a different vehicle and strategy may be appropriate. Review SLIDE 12: ISSUES TO CONSIDER
WHEN MAKING INVESTMENTS.

TALKING POINTS FOR FACILITATOR
o  Over the course of 26 years, how has your $1.00 grown? Here we have 3 investment
vehicles and their historical return: a 3-month average CD; Bond account; and the S&P 500.
The CD has a 5.39% return; the bond 10% return; and the stock market nearly 12% return.

o  What do they notice about the different investment vehicles? Have participants discuss 
the stock market line. Can use this line to illustrate the volatility of stock market. Using the
stock market as the short-term investment vehicle is not advisable as evidenced by Dec.
1999- Dec. 2002 stock market plunge.

o  However, the market self corrects which is why should been seen as a long-term 
investment.

9
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SLIDE 11: HISTORICAL RETURNS ON VARIOUS KINDS OF INVESTMENT 9

5) MAKING INVESTMENTS CHOICES

Dollars & Sense: Building Financial Literacy
Strategic Financial Solutions, LLC, Federal Reserve9
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SLIDE 12: ISSUES TO CONSIDER WHEN MAKING INVESTMENTS10

o  Understanding Your Investor Comfort Zone 
How would you classify yourself in terms of risk taking? Are you conservative, moderate, or
aggressive?

Conservative: An investor who emphasizes principal being preserved over a higher 
return on the investment.

Moderate: An investor willing to subject a portion of principal to increased risk in 
order to receive a greater rate of return.

Aggressive: An investor who emphasizes return on investment over preserving 
principal.

o  What is Your Time Horizon? 
The longer the time horizon, the more aggressive you can be with your investment dollars. If
your time horizon is short (i.e., retirement is less than five years away), you will likely take a
more conservative investment approach. After you've established your target return, you
decide how much of your portfolio to invest in each asset class so that your targeted return
can be achieved. and tolerance for risk vary for each individual.

RECOMMEND DISTRIBUTIONS
Let’s look at the some recommended distributions based on risk and time.

11

Iowa State University Extension, Growing Your Nest Egg
Iowa State University Extension, Growing Your Nest Egg

10
11

TALKING POINTS FOR FACILITATOR
o  Investment Objectives 
For long-term goals, such as retirement,
you may want to put some of your
money into stocks, bonds, real estate, for-
eign investments, mutual funds, or other
assets. Generally, the longer you have
until retirement and the greater your
other sources of income, the more risk
you can afford. For those who will be
retiring soon and who will depend on
their investment for income during their
retirement years, a low-risk investment
strategy is more prudent.
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SLIDE 13: RECOMMENDED DISTRIBUTION OF 
INVESTMENTS RISK TOLERANCE 12

SLIDE 14: RECOMMENDED DISTRIBUTION OF 
INVESTMENTS BASED ON AGE

TALKING POINTS FOR FACILITATOR
o  Slide 1 is based on investment risk.
In this example, a fixed income
might be a bond or annuity. Also
when it lists cash as 0%, that should
not be interpreted that you do not
have your baseline savings vehicles
to cover your unexpected expenses.
Remember recommended 2-3 month
cushion.

o  Slide 2 is based on age.
Note that the distribution does not
change significantly for the first 20
years. Why would that be? Time for
monies to grow and time to recoup
losses. As we age we will want more
conservative investments and be
drawing income from bonds &
annuities.

o  Decide On the Right Investment
Balance . One's investment
allocation should be unique to your
situation-not a copy of a friend's or
relative's plan. Age, income, family
situation, personal financial goals,
and tolerance for risk vary for each
individual.

o  When is the right time to start
getting serious about your 
investments? The right time is now.
With your goals in mind and an
understanding of your comfort zone,
your time horizon, and your target
return, it is time to create your
investment plan.

Strategic Financial Solutions, LLC, Federal Reserve12

                 



INTRODUCTION
The easiest (and most likely) way most of us will be investing is through our retirement plans.

Ask participants a few questions to get them thinking about retirement:
o   Why are we talking about retirement now? 
o   Have you thought about how long you want to be working?  
o   Can you envision what you might be doing in retirement? Where you will be living?
o   If employed, are you eligible for any plans?  

TIME IS ON YOUR SIDE
Remember what we have been telling you from the beginning…time is on your side!
Retirement probably seems vague and far off at this stage of your life. Besides, there are other
things to buy right now. Yet there are some crucial reasons to start preparing now for retire-
ment. Do participants remember the slide from Session 1 that showed different returns from
contributions to an IRA? Here's another way to look at it. Ask participants to explain the 
difference in earnings? Compound Interest and time.

12

SESSION THREE Understanding Investment Vehicles & Planning for Retirement
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6) FOCUS ON RETIREMENT

SLIDE 15: ANOTHER PERSPECTIVE13

TALKING POINTS FOR FACILITATOR
o  You'll probably have to pay for
more of your own retirement than
earlier generations. The sooner you
get started, the better. For example,
defined benefits plans increasingly
less common; concerns over solvency
of Social Security.

o  You can start small and grow. Even
setting aside a small portion of your
paycheck each month will pay off in
big dollars later.

o  Developing the habit of saving is
easier when you are young.

HOW MUCH TO SAVE FOR RETIREMENT 
Walk participants through Slide 16: Be conversant in the talking points and be prepared to
use examples to clarify points.

Federal Reserve Bank of Dallas13

               



INVESTING FOR RETIRING 
Here's the third leg of the stool. There are various forms of financial investments designed
specifically for retirement. Review SLIDE 17: INVESTING FOR RETIRING. Refer participants to
Resource Guide for more information on each tool.

Point out “How Much You Need to
Save for Retirement” in Resource
Guide. Explain how handout has
detailed answers. You do not need to
review each question since addressed
in slide presentation. However, do 
reference last question in handout-
how much should I save, because it
includes information on retirement
calculators.

13
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SLIDE 16: HOW MUCH DO YOU NEED TO SAVE FOR RETIREMENT? 14

5) INVESTMENTS SPECIFICALLY FOR RETIRING

Dollars & Sense: Building Financial Literacy

SLIDE 17: INVESTING FOR RETIREMENT15
TALKING POINTS FOR FACILITATOR

o  Employer-Based Retirement Plans

Defined Benefit Plans Commonly known
as a pension plan. These plans pay a
lump sum upon retirement or a guaran-
teed monthly benefit. The amount of
payout is typically based on a set for-
mula, such as the number of years you
have worked for the employer times a
percentage of your highest earnings on
the job. Usually the employer funds the
plan though in some plans workers also
contribute. Most defined benefit plans
are insured to a limited extent by the
federal government through the
Pensions Benefit Guraranty Corporation
(PBGC). Not all companies offer defined
benefit plans.

16

U.S Department of Labor Employee Benefits Security Administration
JP Morgan Chase
U.S Department of Labor Employee Benefits Security Administration
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TALKING POINTS FOR FACILITATOR (continued)

o Defined Contribution Plans.

Unlike a defined benefit plan, the defined contribution plan does not guarantee a specified
amount for retirement. Instead, the amount you have available in the plan to help fund your
retirement depends on 1) how long you participate in the plan; 2) how much is invested; and
3)how well the investments do over the years. You can contribute up to $15,500 annually to a
401(k) or similar employer-sponsored plan.

Employers fund some types of defined contribution plans, though the amount of their 
contributions is not necessarily guaranteed. The federal government does not guarantee
how much you accumulate in your account, but it does protect the account assets from 
misuse by the employer.

In many defined contribution plans, you are offered a choice of investment options, and you
must decide where to invest your contributions. This shifts much of the responsibility for
retirement planning to you, the worker. Thus, it is critical that you choose to contribute to
the plan once you become eligible (usually after working full time for a minimum period)
and that you choose your investments wisely.

o Types of Defined Contribution Plans.
The following are some of the most common types of defined contribution plans:

401(k) Plan. This is the most popular of the defined contribution plans and is most
commonly offered by larger employers. Employers often match employee contributions.

- Many companies offer a 401(k) plan for employees' retirement. Participants 
authorize a certain percentage of their before-tax salary to be deducted from their 
paycheck and put into a 401(k). Many times, 401(k) funds are professionally 
managed and employees have a choice of investments that vary in risk. Employees 
are responsible for learning about the investment choices offered.

- By putting a percentage of your salary into a 401(k), you reduce the amount of pay 
subject to federal and state income tax. In addition, your employer may match 
a portion of every dollar you invest in the 401(k), up to a certain percentage or dollar 
amount.

- As long as the money remains in your 401(k), it's tax-deferred. Withdrawals for any 
purpose are taxable, and withdrawals before age 591/2 are subject to a penalty. Take 
full advantage of the retirement savings programs your company offers and 
understand thoroughly how they work. They are great ways to build wealth.

403(b) Tax-Sheltered Annuity Plan. Think of this as a 401(k) plan for employees of school 
systems and certain nonprofit organizations. Investments are made in tax-sheltered 
annuities or mutual funds.

Simplified Employee Pension or SEP-IRA. The Savings Incentive Match Plan for Employees of
Small Employers is one of the newest types of employer-based retirement plans. There is
also a 401(k) version of the SIMPLE.

Dollars & Sense: Building Financial Literacy
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o Individual Retirement Accounts

An individual retirement account (IRA) lets the individual build wealth and retirement secu-
rity. The money in the IRA grows tax-free until you retire and are ready to withdraw it. You
can open an IRA at a bank, brokerage firm, mutual fund or insurance company. You need to
be 18 and earning income to open an IRA.

You don't pay taxes on the money in a traditional IRA until it is withdrawn. All withdrawals
are taxable, and there generally are penalties on money withdrawn before age 59. However,
you can make certain withdrawals without penalty, such as to pay for higher education, to
purchase your first home, to cover certain un-reimbursed medical expenses or to pay 
medical insurance premiums if you are out of work.

Money invested in a traditional IRA is deductible from current-year taxes if you are not
covered by a retirement plan where you work or your income is below a certain limit. You can
contribute to a traditional IRA if you (or your spouse) are covered by an employee-sponsored
plan. However you may not be able to deduct all your IRA contribution.

A Roth IRA is funded by after-tax earnings; you do not deduct the money you pay in from
your current income. However, after age 59 you can withdraw the principal and any interest
or appreciated value tax-free. Other rules for withdrawing money from a Roth IRA are less
stringent than those for a traditional IRA.

You can contribute up to $4,000 a year to an IRA, as long as you earn $4,000 a year or more.
A married couple with only one person working outside the home may contribute a com-
bined total of $8,000 to an IRA and to a spousal IRA. Individuals 50 years of age or older may
make an additional "catch-up" contribution with an annual contribution of up to $5,000.

o Simplified Employee Pension (SEPS)
If one is self-employed, don't worry. There's a retirement plan for that. A SEP 
(formerly referred to as a Keogh plan) is a tax-deferred plan designed to help self-employed
workers save for retirement.

The most attractive feature of a SEPplan is the high maximum contribution-up to $45,000
annually. The contributions and investment earnings grow tax-free until they are with-
drawn, when they are taxed as ordinary income. Withdrawals before age 59 are subject to a
penalty.

Dollars & Sense: Building Financial Literacy
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SLIDE 18: HOW DO RETIREMENTS PLANS 
DIFFER FROM ORDINARY INVESTMENTS22

TALKING POINTS FOR FACILITATOR
o  Tax Breaks.
Even though you typically are
responsible for funding a defined
contribution plan, you receive 
important tax breaks. The money
you invest in the plan and the 
earnings on those contributions are
deferred from income tax until you
withdraw the money. Why is that
important? Because postponing
taxes on what you earn allows your
nest egg to grow faster. Remember
the power of compounding? The
larger the amount you have to 
compound, the faster it grows. Even
after the withdrawals are taxed, you 
typically come out ahead. The tax
deduction also means that the
decline in your take-home pay,
because of your contribution, won't
be as large as you might think.

SLIDE 19: HOW DO RETIREMENTS PLANS 
DIFFER FROM ORDINARY INVESTMENTS

23

U.S. Department of Labor Employee Benefits Security Administration
Federal Reserve Bank of Dallas

22
23

HOW DO RETIREMENT PLANS AND INVESTMENTS DIFFER FROM ORDINARY INVESTMENTS? 
While the vehicles in which one is placing money may be similar, investing for retirement
differs in a significant fashion: tax breaks and employer contributions. In a sense, retirement
plans have incentives built in to encourage people to enroll. Review SLIDES 18 & 19: HOW DO
RETIREMENT PLANS DIFFER FROM ORDINARY INVESTMENTS? with participants.

                 



BUT MY EMPLOYER DOESN'T OFFER A RETIREMENT PLAN! 

17

SESSION THREE Understanding Investment Vehicles & Planning for Retirement

SLIDE 20: VESTING24

Dollars & Sense: Building Financial Literacy

TALKING POINTS FOR FACILITATOR
o Vesting Rules.
Any money you put into a 
retirement plan out of your pay, and earn-
ings on those contributions, always belong
to you.

Employees don't always have immediate
access to the money their employer puts
into their pension fund. Under some plans,
such as a traditional pension plan, you
have to work for a certain number of years
- say 5 - before you become "vested" and
can receive benefits. Some plans vest in
stages. No employer can require you to
work longer than 7 years before you
become vested in your pension benefit.

Be aware of the vesting rules in your
employer's plan. Make sure you know
when you're vested. Changing jobs too
quickly can mean losing part or all of your
pension plan benefits or, at the very least
your employer's matching contributions.

25

SLIDE 21: EMPLOYER DOES NOT OFFER 
PLAN 26

U.S. Department of Labor Employee Benefits Security Administration
U.S. Department of Labor Employee Benefits Security Administration
U.S. Department of Labor Employee Benefits Security Administration

24
25
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What to Do if You Can't Join an 
Employer-Based Plan

o  Start your own plan. If you can't join a
company plan, you can save on your own.
You can't put away as much on a tax-
deferred basis, and you won't have an
employer match. Still, you can build a
healthy nest egg if you work at it.

Open an IRA. You can put up to $4,000 a
year into an individual retirement
account on a tax-deductible basis if your
spouse isn't covered by a retirement plan
at work, or as long as your combined
incomes aren't too high.

                     



What to Do if You Can't Join an Employer-Based Plan (continued)

Consider an annuity. An annuity is when you pay money to an insurance company in return
for its agreement to pay either a regular fixed amount when you retire or an amount based
on how much your investment earns. There is no limit on how much you can invest in a pri-
vate annuity, and earnings aren't taxed until you withdraw them. However, annuities present
complex issues regarding taxes, fees, and withdrawal strategies that may not make them
the best investment choice for you. There is a 10% penalty tax for withdrawal before 59.
Consider discussing this type of investment first with a financial planner.

Build your personal savings. You can always save money on your own, either in mutual funds,
stocks, bonds (such as U.S. Savings Bonds), real estate, CDs, or other assets. It's best to mark
these investments as part of your retirement fund and not use them for anything else unless
absolutely necessary.

TIPS FOR MAKING THE MOST OF RETIREMENT INVESTMENTS
Congratulate participants on completing the Dollars & Sense: Building Financial Dreams
Training. They have gained a lot of new information. And while no one expects them to
remember everything verbatim, we do hope they leave better informed and empowered to
take control of their financial situations. Share Slide 22 and 23 . These last two slides provide
concrete steps and encouragement for following through on the information presented.

Dollars & Sense: Building Financial Literacy
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SLIDE 22: MAKING MOST OF DEFINED CONTRIBUTION PLAN27
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SLIDE 23: HINTS TO REMEMBER
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GLOSSARY OF TERMS Dollars & Sense: Building Financial Dreams

o  Aggressive growth securities: Stocks, bonds, and mutual funds that have capital growth as their main objective.

o  Annual Percentage Yield (APY): APY is the amount of interest the customer will earn on a yearly basis expressed as a 
percentage. The APY includes the effect of compounding. The more the customer's money compounds, the higher the
APY, and the more the interest the customer will receive.

o  Annuity: A contract between a financial services firm and an investor whereby the company, in exchange for a single
or flexible premium, guarantees a fixed or variable payment to the investor at a future time.

o Appreciation: The increase in value of an asset.

o  Asset: A resource having economic value that an individual or corporation owns with the expectation that it will pro-
vide future benefit.

o  Asset allocation: Strategy for selecting various investment vehicles in order to spread risk among stocks, bonds and
cash equivalents.

o  Bank statement: A document, issued by a bank to its customers, listing details of debit and credit transitions over a
given period with a resultant balance of the account.

o  Blue chip: Stock of a large, national company with a solid record of stable earnings and/or dividend growth and a 
reputation for high quality management and/or products. More generally, anything of very high quality.

o  Bond: A debt security or “loan” to a corporation or the government for a certain period of time. The bond certificate
requires the corporation or government to repay the holder of the bond on a specific date with a fixed rate of interest.

o  Bond rating: A measure of the quality and safety of a bond, based on the issuer's financial condition. More 
specifically, an evaluation from a rating service indicating the likelihood that a debt issuer will be able to meet
scheduled interest and principal repayments. Typically, AAA is highest (best), and D is lowest (worst).

o  Broker: An individual or firm who acts as an intermediary between a buyer and seller, usually charging a commission.

o  Capital: The money, property, and other valuables which collectively represent the wealth of an individual or business.

o  Capital gains: The amount by which an asset's selling price exceeds its initial purchase price. A realized capital gain is
an investment that has been sold at a profit. An unrealized capital gain is an investment that hasn't been sold yet but
would result in a profit if sold. Capital gain is often used to mean realized capital gain.

o  Capital loss: The decrease in the value of an investment or asset. The opposite of capital gain.

o  Cash value life insurance policy: A life insurance policy which in addition to providing a benefit upon the death of the
policy holder, also accumulates cash value over time enabling benefits to be paid out before death.

o  Caveat emptor: Latin phrase meaning "Let the buyer beware." 

o  Certificate of Deposits (CDs): A type of interest bearing deposit that requires a minimum dollar amount to open the
account and requires that the deposit remain with the bank for a fixed time period.

o Checking account: An account which allows the holder to write checks against deposited funds.

o  Club account: A type of savings account a customer “joins” to save money for a special reason, such as holidays or
family vacations. Club accounts usually require the customer to make regular deposits.

GLOSSARY OF TERMS
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GLOSSARY OF TERMS Dollars & Sense: Building Financial Dreams

o  Collectibles: Physical objects such as fine art, stamps, antiques that are purchased as an investment.

o  Commission: Broker or agent fee for carrying out a transaction.

o Commodity: A physical substance, such as food, grains, and metals, which is interchangeable with another product of
the same type, and which investors buy or sell. The price of the commodity is subject to supply and demand.

o  Commodity Futures Trading Commission: Regulatory organization for futures contracts and commodities.

o  Common stocks: An investment where each share of stock represents a portion of ownership in a corporation.
Common stocks usually carry voting rights and often earn dividends.

o  Compound interest: Interest earned not only on the initial principal but also the accumulated interest of prior 
periods.

o  Credit rating: A rating used by banks, insurance companies, mortgage companies and other financial institutions
making loans which they use to judge an individual or company's credit worthiness. Depending on how many points
the applicant gets when his/her personal details are run through the rating system, the financial institution will either
accept or reject the risk. Financial institutions rely on highly computerized credit rating systems, and co-operate with
each other in providing details of bad credit risks. Hence the concept of the 'black list'.

o  Defined Benefit Plan: A company retirement plan, such as a pension plan, in which a retired employee receives a spe-
cific amount based on salary history and years of service, and in which the employer bears the investment risk.
Contributions may be made by the employee, the employer, or both.

o  Defined Contribution Plan: A company retirement plan, such as a 401(k) or 403(b), in which the employee elects to
defer some amount of his/her salary into the plan and bears the investment risk.

o  Discount broker: Brokers who buy and sell at commission rates lower than a full-service broker, but typically provide
fewer services such as research and advice.

o  Diversification: Spreading the risk of loss by investing in a variety of savings and investment options.

o  Dividends: Part of a company's profits it gives back to shareholders that own stock in the company.

o  Dow Jones Industrial Average (DJIA): A market indicator that averages blue chip U.S. stocks in different categories.

o  Earned Income Tax Credit (EITC): A refundable Federal income tax credit for working individuals and families that earn
below a certain amount. Sometimes also referred to as the Earned Income Credit (EIC).

o  Economic indicators: Regularly reported statistics that evaluate business conditions and economic trends. Some of
these statistics include employment, stock prices, money supply, and consumer confidence.

o Economics: The study of management, distribution, and consumption of goods and services.

o  Economy: A system of regulations and rules by which a country's production and consumption activities are 
managed.

o  Education IRA: The name for a tax-deferred investment account which contains funds to be applied to future
education-related expenses. The name is misleading, as an Education IRA is not actually an IRA and is not related to
retirement in any way. Contributions are not tax-deductible but all deposits and earnings can be withdrawn without
additional penalties or taxes.

o  Employer-sponsored retirement plan: A saving/investment plan approved by the Internal Revenue Service (IRS) that
allows an individual to place funds in a tax-sheltered account for the purpose of funding all or part of one's retirement.

o  Equity: Your total assets minus total liabilities; your net worth.

Dollars & Sense: Building Financial Literacy
This glossary is provided by Investorwords.com
Copyright 1997-2006 by WebFinnance Inc. All Rights Reserved. 2

                                            



GLOSSARY OF TERMS Dollars & Sense: Building Financial Dreams

o  Exchange: Central location where buyers and sellers unite to execute transactions.

o  Expenses: Money that you will spend.

o  401(k) Retirement Plan: A defined contribution plan offered by a corporation to its employees, which allows employ-
ees to set aside tax-deferred income for retirement purposes. In some cases, employers will match their contribution
dollar-for-dollar.

o 403(b) Retirement Plan: A retirement plan similar to a 401(k), but one which is offered by non-profit organizations,
such as universities and some charitable organizations, rather than corporations.

o  408(k) Retirement Plan: A simpler alternative to a 401(k) available only to companies with 25 or fewer employees,
which gives employees the opportunity to make contributions to their accounts with pre-tax dollars and reduce their
current year's net income.

o  FDIC (Federal Deposit Insurance Corporation): Agency of the federal government created to guarantee bank deposits.

o  Federal Reserve System (Fed): Sets forth economic policies that affect the nation as a whole. The Fed maintains
accounts for government agencies, regulates the buying and selling of government securities, lends money to banks,
monitors and audits banks, controls the circulation of money, and many other tasks.

o  Financial advisor: A professional who provides financial information and advice. May include an employee benefits
staff member, credit counselor, bank employee, broker, financial planner, accountant, insurance agent or attorney.

o  Financial Industry Regulatory Authority (FINRA): A self-regulatory organization that oversees the activities of the U.S.
broker-dealer profession.

o  Financial institution: Entities that provide financial services. Usually refers to banks, credit unions, brokerage houses,
savings and loan institutions.

o  Financial market: Markets consisting of exchanges that serve as a central location where buyers and sellers get
together in person, by telephone, or by computer terminal to trade stocks, bonds, commodities, options, futures con-
tracts, and other securities.

o  Financial plan: A systematic course of action for identifying financial goals, figuring net worth, estimating income
and expenses, and using credit wisely.

o  Fixed expenses: Expenses where the cost remains constant or fixed over a long period of time.

o  Flexible expenses: Expenses that can vary based on your behavior.

o  Fraud: The use of intentional misrepresentation of truth for illegal gain.

o  Government securities: Securities offered and insured by the federal government, including treasury bills, notes and
bonds.

o  High grade bond: A bond with a rating of AAA or AA, the two highest ratings.

o  High quality corporate securities: Stocks, bonds, and mutual funds that are issued by companies with a long history
of favorable returns and growth.

o  Income: Payment received as a result of investments, interest, or work.

o  Index: A statistical indicator providing a representation of the value of the stocks or bonds which constitute it.

o  Index fund: A passively managed mutual fund that tries to mirror the performance of a specific index, such as the 
S & P 500.

Dollars & Sense: Building Financial Literacy
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o Individual Development Account (IDA): A special savings account that matches the funds saved in the account in
order to encourage families with incomes below a certain amount to save money on a regular basis.

o Individual Retirement Accounts (IRA): An investor-established, tax-differed account set up to hold and invest funds
until retirement.

o Inflation: Inflation is the rise in prices of goods and services. It happens when there is too much spending relative to
the supply of goods on the market.

o Interest: The cost of borrowing money or the price the lender charges the borrower for the use of the lender's money.
Interest is also paid on deposits because they are, in effect, loans to the bank.

o  Interest rate: A percentage of the principal amount that serves as the cost of using that money.

o  Investment: A savings option purchased for future income or financial benefit; not insured against loss that rises and
falls with the investment market.

o  Investment objectives: The result desired by an investor or mutual fund, such as current income or capital 
appreciation.

o  Keogh plan: A tax-deferred qualified retirement plan for self-employed individuals and unincorporated businesses.

o  Lender: An individual, organization, or company that extends credit to a borrower with the expectation that the
amount will be paid back over time.

o  Liability/Liabilities: The dollar value of debts owed to others.

o  Liquidity: Refers to ease with which an asset (something of value) can be turned into cash without losing its value.
For example, cash is the most liquid; a certificate of deposit (CD) may be liquidated, but you pay an early withdrawal
penalty; a house might be your least liquid asset because it takes time to sell.

o  Long term goal: Goal that will take over 5 years to achieve.

o  Low grade “junk” bond: A bond rated 'BB' or lower because of its high risk.

o  Macroeconomics:Study of the economy-at-large including overall income, growth, inflation, and employment rates.

o  Management Fees: A charge paid to a mutual fund's managers for their services; usually also includes fund 
administration costs and investor relations.

o  Markets: A meeting place for buyers and sellers to exchange goods and services.

o  Market volatility: Fluctuations in the price and value of securities that results in gains and losses of capital.

o  Microeconomics: The study of small components of a regional, national, or global economy. Components may include
individuals, households, or businesses.

o  Money market account: These accounts are usually managed by banks or brokerages, and can be a convenient place
to store money that is to be used for upcoming investments or has been received from the sale of recent investments.
They are very safe and highly liquid investments, but offer a lower interest rate than most other investments.

o  Mutual funds: A professionally managed collection of money from a group of investors that is invested in some 
combination of various stocks, bonds, and other products. The fund manager determines the best time to buy and sell
the products in the fund. By combining resources of several different investors in a mutual fund, the single investor can
diversify even a small investment, which should reduce risk.
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GLOSSARY OF TERMS Dollars & Sense: Building Financial Dreams
o  NASDAQ: A computerized stock exchange that allows brokers to trade stocks electronically.

o  National Association of Securities Dealers Automated Quotation (NASDAQ): A computerized system that allows 
brokers to trade stocks electronically.

o  Net asset value (NAV): The dollar value of a single mutual fund share, based on the value of the underlying assets of
the fund minus its liabilities, divided by the number of shares outstanding. This is calculated at the end of each business
day.

o  Net worth: The value of a person's assets, including cash, minus all liabilities. The amount by which the individual's
assets exceed their liabilities is considered the net worth of that person.

o  New York Stock Exchange (NYSE): The second oldest stock market in the United States, which provides daily trading in
over two thousand stocks involving millions of shares. The NYSE is responsible for setting policy, supervising member
activities, listing securities, overseeing the transfer of member seats, and evaluating applicants.

o  No-load fund (NL): A mutual fund purchased directly from the fund and does not have a sales charge.

o  Opportunity cost: The cost of passing up the next best choice when making a decision. For example, if an asset such
as capital is used for one purpose, the opportunity cost is the value of the next best purpose the asset could have been
used for. It is not treated as an actual cost in any financial statement.

o  Par value: The nominal dollar amount assigned to a security by the issuer.

o  Passbook: Book issued by a bank or savings institution to record deposits, withdrawals, and interest earned in a
savings account.

o  Pay yourself first: An established amount saved each payday and put into savings rather than immediately spending
the money.

o  Pension plan: A qualified retirement plan set up by a corporation, labor union, government, or other organization for
its employees.

o  Portfolio: Collection of investments held by an individual or organization.

o  Preferred stock: Capital stock which provides a specific dividend that is paid before any dividends are paid to common
stock holders, and which takes precedence over common stock in the event of liquidation.

o Price: Monetary value at which a good or service is bought or sold.

o  Principal: 1) The amount borrowed, or the part of the amount borrowed which remains unpaid (excluding interest). 2)
The part of a monthly payment that reduces the outstanding balance of a mortgage. 3) The original investment.

o  Private company: A company owned exclusively by an individual, family, or small group of people.

o  Prospectus: Legal document that details an investment company, including fund operations, investment objectives,
fees, and earnings record.

o  Public company: A corporation that sells shares of ownership in the company to the general public.

o  Real estate: Physical property owned for the purpose of investment, including rental property, personal property, or
business property.

o  Return: Total increase or decrease of an investment; includes income plus capital gains or minus capital losses.

o  Risk (investment): The possibility that an investment will lose value.
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o  Risk versus return: This refers to the tradeoff between risk and return. The more risk an investor takes in an 
investment, the higher the expected return on that investment. There is also a higher risk of possibly losing the entire
amount invested.

o  Roth IRA: A new type of IRA, established in the Taxpayer Relief Act of 1997, which allows taxpayers, subject to certain
income limits, to save for retirement while allowing the savings to grow tax-free. Taxes are paid on contributions, but
withdrawals, subject to certain rules, are not taxed at all.

o Savings: Income withheld from current spending for future use.

o Savings account: An account used to set aside money, which pays interest, but cannot be withdrawn by check writing.

o  Security: An investment instrument, other than an insurance policy or fixed annuity, issued by a corporation, govern-
ment, or other organization which offers evidence of debt or equity.

o Securities and Exchange Commission (SEC): Independent federal agency that governs the securities industry and
enforces securities laws.

o  Short-term goal: Goal that will be achieved within 5 years from today.

o  Simple Interest: The interest calculated on a principal sum, not compounded on earned interest.

o Simplified Employee Pension IRA (SEP): A retirement program for self-employed people or owners of small companies
allowing them to defer taxes on investments intended for retirement. Also known as a SEP account.

o  Speculative stock: A stock with extremely high risk relative to potential return.

o  Stockbroker: A financial representative who handles the buying and selling of securities 

o Stock market: Market in which sellers of stock trade shares with buyers of stock.

o Stocks: Shares owned in a company. The price of stocks may vary depending on how well the company performs.
The value of the investment may increase or decrease.

o  Stock symbol: Abbreviation of a company name; used to simplify reporting on stock reports (also called ticker symbol
or stock abbreviation).

o Tax-deferred: Income whose taxes can be postponed until a later date. Examples include IRA and 401(k).

o  Time Value of Money: The idea that a dollar now is worth more than dollar in the future, even after adjusting for
inflation, because a dollar now can earn interest or other appreciation until the time the dollar in the future would be
received.

o Trade-off: Something foregone by choosing one option over another.

o  Treasury bond: A debt obligation of the United States Government backed by its full faith and credit and issued with
various maturities.

o  Transaction costs: Costs incurred when buying or selling assets, such as commissions.

o  U.S. Savings Bonds: A type of Treasury security. They are a long-term investment option backed by the full faith and
credit of the U.S. government and can be purchased at a financial institution for as little as $25 or through payroll
deduction.
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The Partnership for After School Education (PASE), a New York City-focused organization, promotes and
supports quality after school programs for youth, particularly those from underserved communities,
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Every day in New York City, more than 500,000 young people in low-income communities are provided
safe and enriching environments in after school programs run by community-based agencies. PASE 
recognizes the crucial role these programs play in fostering young people's intellectual, emotional,
physical and spiritual growth. PASE believes that academic skills should be integrated into all aspects of
an after school program; that parents, youth and community members need to have input into 
program development; and that programs should make a commitment to be inclusive, foster cultural
diversity, and build community.
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PASE works with more than 1,400 community-based agencies enabling a critical exchange of resources
and ideas among agencies, educators, funders and other partners. PASE is New York City's premier
provider of professional development for after school staff and youth-serving agency leaders. In its 
programs and initiatives, PASE promotes quality in after school programs and functions as a strong
voice for youth. Specifically, PASE programs include:

o  Professional development and training opportunities
o  Demonstration projects which incorporate innovative programmatic practice
o  Conferences, forums and publications on research, evaluation, curricula and best practices
o  Advocating for more resources for the field
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