Davey











Economics

MICRO ECONOMICS - PERSONAL BUDGETING

OVERVIEW:  How many people can do their own income tax?  Know about life, health, or property insurance?  Will?  How many shop wisely for an automobile?  What about raising children?  Adoption?  Infertility?  How many people compare interest rates?  Is it better, financially, to withdraw money from your savings account to pay for a large purchase or should you charge it?  How do you figure compound interest?  All these questions and more will be addressed during our mini-unit on personal finance.

PURPOSE:  The purpose of the class is to show students that life in the "real world" away from the secure confines of home is drastically different.  Decisions must be made with your spouse or, if you're single, by yourself.  The outlook changes when the money comes out of your pocket and not someone else's.

UNIT OBJECTIVES:  Students will be able to make their own "real world" decisions based on lectures from the teacher and invited guests.  Students will become more aware of the most important financial tasks for young adults:
· Select and train for a career 

· Build and maintain a good credit record 
· Develop a personal financial plan 
· Consider insurance protection 
· Compare different ways to save and investment 
· Analyze the risk in different investments

· Identify various stock exchanges, and indicators.
· Identify various types of stocks
· Calculate the future value of an investment
ACTIVITIES AND PROCEDURES:
1. Lecture by Mr. Davey on the stock market and investment opportunities
2. Do your home management assignment
3. Students select a partner to who they are "married" and potentially have children, hopefully jobs, and certainly bills.

4. Each student must describe their finance objective. (College, marriage, children, future business, wealth, retirement) and build a financial plan.
5. The couple must research actual living arrangements, jobs, based on their expected educational objectives and career goals and pay their bills.  They should use the attached budget worksheet.
6. Each couple must keep a two week budget in a journal.  The budget will be collected.  The journal should have the following:

a. A statement of your net worth

b. List of how much you spent

c. An evaluation of how you will pay for this over the course of the next year
d. A stated plan for saving money

e. A stated plan on what credit card you plan to open and why that particular card is useful
It is hoped that this activity will make the students' step into the "real world" somewhat easier by providing them answers to their questions, having experts explain various facets of life, and giving them "hands-on" experience with life's little surprises.
Home Management Assignment

Procedure: Answer the questions below for this assignment after interviewing your parental unit.  

1.) What are the monthly costs fixed costs in making your house run and what is their total cost.

2.) What 


additional flexible expendable costs can be factored into your monthly bills?

3.) What is the minimum monthly income/revenue needed to keep your home running?

4.) Assume that your primary source of income is interrupted for six months.  What are some specific ways you can meet your obligations and continue running your house?

5.) What are your general observations about what it takes to keep a home running?  (Especially in the Bay Area)

6.) If you were speaking to your high school senior about finance what would be the key piece of financial advice you would (are currently) sharing with them and why?
The Basics of Financial Planning
	NET WORTH STATEMENT
Personal Balance Sheet

	ASSETS - WHAT YOU OWN
	

	Cash on hand
	

	Checking Account
	

	Savings (CDs, IRAs, U.S. Savings Bonds, etc.)
	

	Cash Value of Life Insurance
	

	Personal property (market value of car, jewelry, bicycle,
                               home, etc.)
	

	Money owed you
	

	Investments (market value of stocks, bonds, mutual funds,
                      etc.)
	

	Other
	

	Total Assets
	

	LIABILITIES - WHAT YOU OWE
	

	Credit and charge card balances
	

	Installment loans (auto, furniture, bank loan)
	

	Personal loans
	

	Mortgage balance
	

	Educational loans
	

	Other
	

	Total Liabilities
	

	NET WORTH (Total Assets minus Total Liabilities)
	

	Name________________________________________

	Date_____________



	
Name _________________________________ Date _________________________

	
ESTIMATE YOUR INCOME WORKSHEET 


	
	Month 1
	Month 2
	Month 3

	Wages (after deductions)
• Wage Earner 1
	 
	 
	 

	• Wage Earner 2
	 
	 
	 

	Social Security
	 
	 
	 

	Gifts/Allowance
	 
	 
	 

	Interest
	 
	 
	 

	Dividends
	 
	 
	 

	Other*
	
	
	

	

	 
	 
	 

	
MONTHLY TOTALS
	
	
	

	
* Other Income could include: Retirement Payments, Unemployment Payments, Alimony/Child Support, Disability Payments, Annuity Payments, Rents on Real Estate.



	
Name ____________________________________ Date ______________________

	
RECORD YOUR EXPENSES 
2 WEEK WORKSHEET


	
	Month 1
	Month 2
	Month 3

	HOUSING
	
	
	

	Rent or Mortgage
	
	
	

	Electricity
	
	
	

	Gas/Oil
	
	
	

	Telephone
	
	
	

	Water/Sewer
	
	
	

	Property Tax
	
	
	

	Furnishings/Equipment
	
	
	

	FOOD/CLOTHING
	
	
	

	Food at Home
	
	
	

	Food Away from Home
	
	
	

	Clothing
	
	
	

	Laundry/Cleaning
	
	
	

	TRANSPORTATION
	
	
	

	Bus, Train, Taxi
	
	
	

	Gasoline and Oil
	
	
	

	Auto Maintenance
	
	
	

	Parking/Tolls
	
	
	

	License
	
	
	

	LOANS
	
	
	

	Auto Loans
	
	
	

	Student Loans
	
	
	

	Other Loans
	
	
	

	INSURANCE
	
	
	

	Life / Disability
	
	
	

	Medical/Dental
	
	
	

	Auto
	
	
	

	Homeowners/Renters
	
	
	


	EDUCATION AND PLAY 
	Month 1
	Month 2
	Month 3

	Tuition and Books
	
	
	

	Subscriptions/Dues
	
	
	

	Recreation/Cable TV
	
	
	

	Vacations
	
	
	

	HEALTH CARE
	
	
	

	Doctors
	
	
	

	Dentist
	
	
	

	Medicines
	
	
	

	SET-ASIDES
	
	
	

	Emergency Fund
	
	
	

	Savings for Goals
	
	
	

	OTHER
	
	
	

	Personal Care
	
	
	

	Child Care
	
	
	

	Pet Food and Care
	
	
	

	Allowances
	
	
	

	Gifts
	
	
	

	Contributions
	
	
	

	MONTHLY TOTALS
	
	
	

	EDUCATION AND PLAY 
	
	
	


