Comparing Investment Plans

Purpose
In this unit, you learned that money invested in an interest bearing account grows exponentially. In this project, you will gather information concerning the exact terms of several investment plans available in your community. Using this information, you will compare the plans and describe the strengths and weaknesses of each.

Directions
1. Go to one or more banks or a savings and loan office in your community. Ask for written
descriptions of at least three investment plans, such as passbook savings, certificates of deposit
of differing lengths, and savings bonds.

2. If possible, talk with a bank officer or other informed person about this project. Ask this person to verify your understanding of the terms of each investment plan and exactly how and when the interest is earned. In addition, inquire about the purposes and strengths of each plan. For example, is the money available upon request and with no penalty at any time, or is there a penalty for early withdrawal?

3. Using the terms of each investment plan, compute the value of an investment of $1,000 after 1 year, after 5 years, and after 10 years with each plan assuming no withdrawals of money.

4. Using the terms of each investment plan, compute the value of an investment of $1,000 after 1 year, after 5 years, and after 10 years with each plan assuming you withdraw $50 at the end of each year. Be sure to deduct any penalties for early withdrawal.

5. Write a report in which you describe the terms of the investment plans that you examined. Report the results of your computations in Parts 3 and 4 above. Based on these results and the printed and oral information from the bank, describe the strengths and weaknesses of each investment plan. The strengths and weaknesses will depend to some extent on the purposes of the investment. For example, one plan may be better if you are saving for a vacation or to buy a car, another may be better if you are saving for college in three years, and still another may be better if you are getting an early start on a retirement plan that you will use in 30 or 40 years.

