5.4 – Long Term Savings Strategies

1. There is an old saying, “The best day to start saving for the future was the day you were _________________________________”

Explain the reasoning behind this old saying.

2. On the day that Ms. Thangaraj’s daughter, Rachel, was born, she invested $1000 for her education. The account pays 6% interest compounded monthly.  

a) How much will she have when she is 18 years old so that she can attend college? ____________________  (Ans: 2936.77)
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b) How much interest was earned? _____________________________

(Ans: 1936.77)
c) Rachel decides to continue to save the money in the account. Instead of taking it out when she is 18, she takes it out when she is 30 so she can use the money to help buy her first home.

If interest rates stay at 6%, how much will she have on her 30th birthday?

(Ans: 6022.58)
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d) Instead of depositing money once when Rachel is born, Mrs. Thangaraj decides to invest $50 at the end of each month from the time she is born until she is 18.  How much will she have saved up for college when she is 18? ______________________

ENTER THE FOLLOWING NUMBERS INTO THE FINANCIAL CALCULATOR
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(ANS: 19367.66)

e) Suppose Ms. Thangaraj decides to invest $100 every quarter until Rachel is 25.  If the interest rate is 4% compounded quarterly, how much will she have when Rachel turns 25?
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(Ans: 17048.14)
e) Suppose Ms. Thangaraj decides to invest $50 each week for 40 years to save for her retirement.    If the interest rate is 3.5% compounded weekly, how much will she have when she retires?
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(Ans: 226185.88)

