
1 Savings 

QUESTION 1 

When it comes to saving money, what is a good rule of thumb? 

A. Keep most of your savings in your checking account 

B. Put aside money for savings each month 

C. Choose the savings account with the lowest interest rate 

D. Put anything you can’t afford on your credit card 

QUESTION 2 

Which of the following is generally true about savings vehicles? 

A. Savings vehicles are only useful for long-term investments. 

B. People should evaluate different forms of savings vehicles based on their needs. 

C. Savings vehicles are never insured. 

D. All of the above 

QUESTION 3 

Which of the following savings vehicles usually requires a high minimum balance? 

A. Simple savings account 

B. Certificate of Deposit (CD) 

C. Checking account 

D. All of the above 

QUESTION 4 

Which of the following is a type of savings vehicle? 

A. Certificate of Deposit 

B. Money Market Account 

C. Checking Account 

D. Both A & B 

QUESTION 5 

Interest is: 

A. a charge for lending money to a bank 

B. the amount owed for borrowing money 

C. the amount added into your savings when opening a bank account 

D. a charge for the convenience of accessing money stored in your bank account 

Saving for Today and Tomorrow 

Animated Video 



Ever since there was civilization, there was money. Before coins and paper currency, things like 

grain or even animals were used to purchase goods and services. Then, around 500 BC, money, 

in the form of coins, appeared in India, China, and the Mediterranean. Back then money was 

used to pay for all kinds of things... just as it is today.Maybe you bought a used chariot to ride 

around in with your friends or tickets to see the hottest lute player down at the amphitheater. 

Today, you might spend money on a new phone, a car, concert tickets, or something even bigger 

later on. Spending money is the fun part. But before you can do that, you have to earn it, which is 

the not-so-fun part, but hey... at least you won't have to fight lions in the Coliseum. 

Right now, school is kind of like your full-time job. Though you don't get paid to go to school, 

there are lots of ways for you to earn money - like walking dogs, mowing lawns, babysitting, or 

getting a part-time job. But even if you're not working now, you may already have some money 

from your birthday, your allowance, or doing odd jobs around the house or neighborhood. 

Wherever you've gotten your money or plan to get it, you might already be dreaming of how you 

want to spend it. Maybe you're eying a new pair of shoes or the latest tablet - and that might be 

when you realize you don't have enough to pay for it. So just how do you go about getting 

enough money for your purchases and goals, especially ones that are costly, like a computer or a 

car? 

The key is savings. Saving a little today can make that big dream happen tomorrow, and a few 

simple habits and tips will help you reach your goals. You might actually be surprised to see how 

easy it is for money to add up over time when you make a savings plan and stick to it. 

Set a Savings Goal 

Instructions: Adjust the slider to see what you'd have to save each month to reach different 

savings goals. 

There are times in life when you may want to buy something you don't have the money for. 

Maybe you want the latest smartphone or a new laptop. You might even be thinking about 

buying a car. Whatever your goals may be, saving today can help turn these dreams into reality. 

Adjust the slider to see how time impacts the amount of money you need to save each month to 

buy a new smartphone. 

Savings Goal #1: A new smartphone 

Cost: $500 

• 1 month: One month doesn't give you much time to save. To make this goal easier, you'll 

need more time. 

• 4 months: If you have four months until you need to buy the smartphone, you'll have to 

save $125 a month, which is about $30 a week. 

• 12 months: With a year to save, you'll only have to set aside about $10 each week. 

• 24 months: Having two years to reach your goal means you'll only have to put away $5 

each week... roughly the cost of a cheeseburger. 



Time is one of the most important parts of saving money: the more time you have, the less you 

have to save each month, while the less time you have, the more you need to save. To reach a 

bigger goal - like a semester of in-state college tuition - you'll need to save more each month. 

Use the slider to see how more time can make it easier to pay for a college semester when you 

start saving early. 

Savings Goal #2: A semester of college tuition 

Cost: $3,500 

• 1 month: One month doesn't give you much time to save. You'll probably need more time 

if you want to reach this goal. 

• 1 year: Because a semester of college is an expensive goal, you'll have to set aside $292 a 

month even if you have a full year to save. 

• 3 years: With three years, reaching your goal gets a little easier. You're down to about 

$23 saved per week. 

• 5 years: Reaching your big savings goal is a lot more manageable when you have more 

time. With five years, you'll need to save around $14 every week to reach your goal. 

Time and consistently saving each week can really add up. Even saving small amounts - like $25 

a month - can help you buy a new smartphone or even pay for a semester of college tuition. And 

to make it as easy and effective as possible, save early and save often. 

The Power of Interest 

As you've seen, saving small amounts of money can really add up, but what if there was a way 

your savings could actually help you earn even more money over time? It might sound like 

magic, but it isn't. It's something called "interest." 

Here's an example... let's say you go to the movies with your friend, but she left her wallet at 

home. Instead of seeing the movie alone, you loan her $10 to pay for a ticket. The next time you 

see her, she pays you back the ten bucks plus an extra dollar as a "thank you" for the 

convenience of borrowing the money. That's basically how interest works: paying extra for the 

convenience of borrowing money. This extra fee is called interest. 

You can think of interest as the cost of borrowing money. When you borrow money - like from a 

bank - you have to pay it back plus the extra interest. Here's the good news: when you put your 

savings into a bank account, you're the one lending money to the bank. That means the bank pays 

you interest, just like your friend paid you that extra dollar for the movie ticket. 

And just how do you get a bank to pay you interest? It's easy! Many bank accounts, like savings 

accounts, will pay you interest for depositing money. Here's how it works: say you have $1000 

hidden in your sock drawer. Because this isn't the safest place to keep money, and because your 

socks don't pay interest, you decide to put that money to work for you. You put all that money 

into a savings account that pays 2% interest annually and don't touch it for a whole year. 



Take a look: by the end of the year, you earned an extra $20 for doing absolutely nothing! And 

the longer you let the money sit, the more interest you earn. Check this out: if you keep that 

$1,000 in your savings account for two years instead of one, you'll earn twice as much interest. 

That means you'll have $1,040 by the end of 2 years. Over time, the extra savings from interest 

really adds up! 

But why does the bank pay you interest in the first place? Like we talked about earlier, putting 

money into a savings account is like loaning money to the bank. Banks then take your money 

and loan it out to people and charge them interest. This means that you're earning interest from 

the bank on your savings account and they're earning interest by lending out your money to other 

people. And if you're worried about the bank making a bad decision or losing your savings, you 

can rest easy. Your money is insured, which you'll learn more about later. 

The bottom line is this: the bank can pay you interest for keeping your savings in an account with 

them, which grows your savings over time. And the longer you keep your money in a savings 

account, the more interest you will earn. 

QUESTION 1 

Which of the following conditions will maximize the amount of interest you earn? 

A. A high interest rate & long time period 

B. A high interest rate & short time period 

C. A low interest rate & long time period 

D. A low interest rate & short time period 

Set a Savings Goal 

Instructions: Adjust the slider to see the impact of time on spending and saving. 

Besides time, there's another tool you can use to help your savings grow, and that's interest. 

Watch how two different people spend an extra $20 they have at the end of each week. The first 

person is a saver who puts away half of her extra money at the end of the week. The second 

person is a spender who only puts a couple dollars into a savings account each week. Move the 

slider to see the difference between these two people when time and interest are included. 

• 1 month: By saving half her extra money, the saver now has $40 - plus a little bit of 

interest on top. The spender, however, only has $10 in his account. 

• 6 months: After half a year goes by, the saver has almost $200 more than the spender. 

• 9 months: The saver's hard work and financial planning is really paying off. 

• 12 months: At the end of the year, the saver has an extra $480 in the bank, which is four 

times the amount the spender has. 

With just $40 a month (roughly $10 a week), the saver ended the year with almost $500 in the 

bank, which she used to buy a new smartphone. She even earned a little interest. If she continues 

to save for another three years, she can afford a semester's worth of tuition at her community 

college. 



Compound Interest 

As you've seen, simple interest is calculated once a year, or annually, so it can be a nice way to 

help boost your savings. But there's something even more powerful that can help your money 

grow: that something is "compound interest." 

Just like simple interest, compound interest pays you a "fee" on the money in your account. But 

unlike simple interest, compound interest pays you interest not only just on the money you 

deposited, but on your interest as well! 

Here's how it works. Let's say you have $1,000 in a savings account with an interest rate of 2% 

for a year. With simple interest you'll make $20 after one year, which means that you'll have 

$1,020 at the end of the year. But with compound interest, this same $1,000 can earn you more 

based on the number of times your account "compounds". This could be once a year, twice a 

year, three times a year, monthly, weekly... even daily! When your account compounds, your 

interest is calculated and then added back into your account. This means that the next time your 

account compounds, there will be more money in there than before, which means you'll earn 

even more interest than the last time... all without you having to add any more money on your 

own. 

Let's have another look at our example, but this time your account will earn compounding 

interest four times a year at a rate of 2%. Each time the interest compounds, the interest you've 

earned is added back into your account, which means you're earning interest on interest. At the 

end of the year, instead of having $1,020, you'll have $1,020 and... fifteen cents! Alright.... it's 

true - that extra fifteen cents isn't much more than what you earned on simple interest, but when 

the amount of money you put in the account gets bigger, and the length of time you keep it in 

there gets longer, the difference can be huge. 

Compounding Frequency 

Instructions: See how different compounding frequencies can affect the interest you earn. 

Not all savings accounts are created equally. These three accounts all start out with a balance of 

$100. But each earns a different kind of interest: one with simple interest, one with compound 

interest, and one with no interest at all. In this example, all interest-earning accounts will earn the 

same interest rate - in this case, 5%. Click the different compounding frequencies to see how 

they affect the amount of compound interest earned over the course of a year. 

• Annual: Because simple interest only compounds once a year, that account earned the 

same amount as the compound interest account. The account with no interest has earned 

no additional money at all. 

• Semi-Annual: When interest is calculated semi-annually, the account that earns 

compound interest starts to grow faster. Simple interest accounts are only compounded 

once a year, so this account balance doesn't increase beyond the initial $5 of interest. 

• Monthly: When compounded with greater frequency, more money is earned on the 

compounding account. Meanwhile the other two accounts still don't change at all. 



• Daily: Daily compounding continues to bring your interest up. Though it doesn't look 

like much, these few extra cents can add up over time. 

Most savings accounts are compounded daily.As you saw, the more frequently your interest 

compounds, the faster your money grows. Depending on your original amount, this additional 

money earned from compound interest may be small, but with consistent savings and more time, 

it can add up to a lot more. 

For example, with the power of compound interest, the same $100 will turn into almost $500 in 

30 years. Just imagine what will happen as you get older and start making more money... you'll 

be able to add even more than $40 each month into your savings account, which means you'll 

earn more interest and your money will grow faster. 

QUESTION 2 

“Compounding frequency” refers to: 

A. How often your interest is calculated and added back into your account 

B. How easily you can add money into your account 

C. What type of interest your account earns 

D. What interest rate you can expect from your account 

Rule of 72 

Instructions: Click the steps to learn how the Rule of 72 works. 

When you open a savings account, you might wonder how to calculate all the compound interest 

you'll be earning. While there is a formula you can use, the math is kind of tricky. However, 

there's a quick and easy way to estimate how long it will take your money to grow. It's called the 

"Rule of 72," and it tells you how long it takes for your money to double. Click the three steps to 

learn how. 

• Step One - Find out your interest rate: In this example, you have savings in an account 

that earns 4% interest each year. To find out how long it will take for your money to 

double, you need to first identify your interest rate, which is 4 %. 

• Step Two - Divide 72 by your interest rate: Next, divide 72 by that interest rate. In this 

case, you'll take 72 and divide it by 4% or just "4". 

• Step Three - Find your answer: Dividing 72 by 4 leaves you with 18, which is your final 

answer.But what does that mean? It means it'll take about 18 years for your money to 

double. Keep in mind this is just a rough estimate. You could plug the numbers into the 

full compound interest formula to come up with the exact number: 17.67. But that's pretty 

close to 18, anyway. That's a pretty powerful number to know! It means that if you put 

just $100 into that same savings account - in 18 years it would be worth $200. And what's 

even more powerful is that it'll take 18 years for your money to double only if you don't 

save any additional money during this time. If you continue to save money each month, 

you can get your money to double - or even triple - much sooner. 



The Rule of 72 is used for estimating only - not for exact calculations. And if you continue to 

save, your money will grow even faster. 

QUESTION 3 

When would you need to use the Rule of 72? 

A. To figure out the interest rate for your savings account 

B. To find out how long it will take your money to double 

C. To estimate how much money you’ll have in your account in 72 years 

D. To calculate a reasonable monthly savings goal 

Saving Vehicles 

Whether you want to buy a laptop, a car, or even a house someday, you've seen that it's going to 

take time and saving money to reach these goals. It's also going to take something called a 

"savings vehicle" to put your hard-earned money in. A savings vehicle is a bank account that's 

used to hold your savings - as opposed to a transaction account, which you use to make 

purchases. Savings vehicles come in many flavors, but we're going to stick with the basics: 

savings accounts, money market accounts, and certificates of deposit. 

Savings accounts are the most basic kind of savings vehicle. They give you less access to your 

money than checking accounts, so you won't be as tempted to spend it on impulse buys like 

helicopter rides for you and your friends. Most banks pay interest on the money held in the 

account, and that interest compounds over time. When you open a savings account, be sure to 

look at any minimum balance requirements or service fees. You might also want to investigate 

whether or not your savings account includes websites or apps to help you manage your money. 

Another type of savings vehicle is a Money Market Account. This is a deposit account that's part 

checking and part savings - you can write checks from this account, but there are certain 

restrictions. Usually, these accounts offer higher interest rates than savings accounts; in exchange 

for a higher rate, they might require a high minimum balance. And in most cases, the bigger the 

balance, the bigger the interest rate. 

Lastly, is the Certificate of Deposit - or "CD." This is a deposit that is held for a specific period 

of time, or "term," like three months, six months, one year, or even longer. During the term, the 

bank pays interest to you on your deposit. Each CD has different terms around how much you'll 

earn and when you can take out your money. Typically, the longer you let the bank keep the 

money, the higher your interest rate, which means you'll wind up making more money. Because 

of this, interest rates on CDs tend to be higher than savings accounts. But remember: you'll be 

penalized if you withdraw your money early from a CD, so before opening one, you'll want to be 

sure you won't need to access that money for the length of the term. 

From savings accounts, to money markets, to certificates of deposit, there are many savings 

vehicles to choose from. With a little advance planning, these accounts can help you maximize 

your money and reach your savings goals. 



Savings Vehicle Practice 

Instructions: Decide which account type best matches each person's background and financial 

goals. 

Rosa, Jason, and Aidan could use your help in choosing the right savings vehicle to meet their 

needs. Take a look at their background and savings goals and help them decide. 

Question 1: Rosa is a high school freshman with no savings. She wants to buy a new smartphone 

in a few months for $300. Which account type best matches Rosa's financial goals? 

a. Simple Savings Account 

b. Money Market Account 

c. Certificate of Deposit 

Question 2: Jason is a high school sophomore. He has a part-time job and a little money in 

savings, but has a hard time keeping it there. Jason wants to buy a car in a few years. Which 

account type best matches his financial goals? 

a. Simple Savings Account 

b. Money Market Account 

c. Certificate of Deposit 

Question 3: Aidan is a graduating high school senior. He has been saving money for several 

years and needs to have some access to his money to pay for ongoing living expenses. Aidan 

wants to rent his own apartment after college. Which account type best matches his financial 

goals? 

a. Simple Savings Account 

b. Money Market Account 

c. Certificate of Deposit 

Good work. Now that you know all about the basics of savings vehicles, it's time to learn some 

easy things you can do to start saving now. 

Make Your Own Budget 

Instructions: Learn how to make your own budget. 

The word "budget" can sometimes bring to mind skimping, scraping by, and doing without. But 

when it comes down to it, a budget is simply a plan for your money: where it needs to go, how 

much, and when. Some of your money will need to go to the basics, like housing and groceries, 

and some might go to insurance, debt you might have to pay back, charitable donations, and 

entertainment. And if you want to save money, you need to build that into your budget as well. 

Step #1: Decide between needs and wants 



A great new phone is hitting store shelves and you really want one. However, you're $100 short 

so you'll need to save some money this month in order to buy it. When deciding how to save this 

money, look at what expenses are absolute necessities - these are called "needs" - and also 

determine which expenses are not completely required - these are called "wants." 

Click only the items that are needs. You'll have to find them all to move forward... and buy that 

new phone. 

a. Housing 

b. Transportation 

c. Phone bill 

d. Insurance 

e. Buying Gifts 

f. Savings 

g. Entertainment 

h. Clothing 

i. Eating out 

j. Utilities 

k. Cable TV 

l. Giving money to charity 

As you saw, some things don't fall clearly into one category or another. Since everyone's 

situation is different, an item that is an absolute "need" for one person may be a "want" for 

somebody else. 

Step #2: Decide the best steps to cut back on your monthly budget 

Now that you have an idea of your needs and wants, pick the two decisions that will help you 

save $100 this month. 

a. Rent a move instead of going out 

b. Reduce your cell phone's data plan 

c. Eat at home instead of going out 

d. Cancel your movie channels 

Good work so far. You saved $50, but you still have another $50 to go.Look at these four 

decisions and choose two that will save you another $50. 

a. Get a book at the library instead of buying it 

b. Turn down the heating during the winter 

c. Ride your bicycle instead of driving 

d. Get together with friends at home instead of going out 

Great work! You might have had to skip a thing or two, but with some smart decisions you were 

able to reach your savings goal. 



Budgeting Best Practices 

Instructions: Click the steps to learn some good budgeting practices. 

Now that you know the basics of setting up a budget, it's time to look at some budgeting 

practices that will help you stick to your plan. 

• Pay Yourself First: Set aside some of the money from your paycheck each month. Even if 

it's just a small amount, you'll build up savings that you can use to pay for emergencies, 

buy a big-ticket item, or for college. 

• Don't Spend Money You Don't Have: It can be tempting to buy items on credit, but 

making purchases you can't afford can get you into debt. It's best to only buy items you 

already have the money for. 

• Save for a Rainy Day: As a general rule, it's a good idea to put aside 10% of each 

paycheck for an emergency fund so you're prepared for an unexpected expense - like a 

parking ticket or late fee. 

• Save Early, Save Often: The earlier you start saving, the more money you'll have later on. 

Remember, the longer you let your money remain in a savings account, the more interest 

you'll earn. 

Knowledge is great on its own, but putting it into practice is even better. When you start earning 

your own money, use your understanding of savings vehicles and budgets to help you reach your 

financial goals. 

QUESTION 1 

Which of the following savings vehicles usually requires a high minimum balance? 

A. Simple savings account 

B. Certificate of Deposit (CD) 

C. Checking account 

D. All of the above 

QUESTION 2 

Which of the following accounts will give you the LEAST access to your money? 

A. Simple savings account 

B. Certificate of Deposit (CD) 

C. Checking account 

D. Cash 

QUESTION 3 

John just opened a savings account and wants to maximize the amount of interest he earns. 

Which of the following actions would enable him to earn MORE interest? 

A. Selecting an account with a high interest rate. 



B. Leaving his money in the account for long period of time. 

C. Transferring money into his checking account each month. 

D. Both A & B 

QUESTION 4 

Which of the following is a type of savings vehicle? 

A. Certificate of Deposit 

B. Money Market Account 

C. Checking Account 

D. Both A & B 

QUESTION 5 

To earn as much interest as possible, you should open a savings account that earns _______ 

interest and has the ______ interest rate. 

A. compound; lowest 

B. compound; highest 

C. simple; lowest 

D. simple; highest 

QUESTION 6 

The purpose of a budget is to: 

A. help you plan how you will spend the money you earn or receive. 

B. stop you from spending too much money. 

C. increase the balance of your savings account 

D. tell you how much you owe the government in taxes 

QUESTION 7 

When it comes to saving money, what is a good rule of thumb? 

A. Keep most of your savings in your checking account 

B. Put aside money for savings each month 

C. Choose the savings account with the lowest interest rate 

D. Put anything you can’t afford on your credit card 

QUESTION 8 

You are opening a savings account that earns compound interest. Which compounding frequency 

will earn you the MOST money? 

A. Compounding 1 time a year 

B. Compounding 4 times a year 

C. Compounding monthly 

D. Compounding daily 



QUESTION 9 

Which of the following is generally true about savings vehicles? 

A. Savings vehicles are only useful for long-term investments. 

B. People should evaluate different forms of savings vehicles based on their needs. 

C. Savings vehicles are never insured. 

D. All of the above 

QUESTION 10 

Interest is: 

A. a charge for lending money to a bank 

B. the amount owed for borrowing money 

C. the amount added into your savings when opening a bank account 

D. a charge for the convenience of accessing money stored in your bank account 


