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Math for Everyday Life, Grade 11

MEL3E

	Week 8
	Exercise
	Types of Investments Problems


	Type of Investment
	What it means
	How it works
	Why would you want one?

	Short-term deposit
	A special account with a higher interest rate (at a bank)

You cannot take this money out for the whole time it is in there.
	Simple interest is calculated every month

The longer you keep it in, the higher the interest rate.

(1 month interest rate is lower than 1 year interest rate) 
	If you have $1000 or more and you want to make some money from interest

You will need that money in a few months, so you don’t want to “lock it away” for a long time.  

	G.I.C. 

Long-term deposit
	A special account with a higher interest rate (at a bank)

You cannot take this money out for the whole time it is in there.  (“locked in”).
	Compound interest is calculated monthly.

The longer you keep it in the, the higher the interest rate.

(1 year interest rate is lower than 5 year interest rate)
	If you have $1000 or more and you want to make some money from interest

You will NOT need that money for a long time, so you want to “lock it away” to get a higher interest rate.

	Bond
	You invest in a business, company, or government.

They guarantee a certain interest rate if you keep the money “locked in” for a certain time.
	Simple interest is calculated annually.

Depending on the business or government, interest rates can vary.  They use your money to help them finance their projects.
	If you have $1000 or more and you want to make some money from interest

You want to make a little more interest than you would with a GIC, and you will NOT need that money for a long time.

	RRSP
	A Registered Retirement Savings Plan.

You cannot, usually, take that money out until you are 65.
	Compound interest is calculated monthly.

You put money into it every month from your paycheque, to save for when you retire (after 65).  
	You plan to retire at 65, and not have to work any more.  If you have put money in all your life, an RRSP can help you do this.

You can save money with this and not pay any income tax on it, until you are 65. 

	Mutual Fund
	A portfolio, or collection of stocks that is managed by a professional.


	You buy a “share” of this portfolio, and depending on how the stocks do on the stock market, you can make or lose money.

It also depends on how good the managers are at “playing” the market.
	You have $1000 or more, and you want to make some money on the stock market.

You are not afraid to lose money if the stocks do badly.

You want to make money more quickly.

	Stocks or Shares
	You buy a “share” of a company on the stock exchange.


Your stock broker buys it for you.


	As the demand for that stock goes up on the market, the price of your share goes up.

The price of the share goes down as the demand for it goes down.

If you buy low and sell high, you keep the profit.  The other way around, you lose money.
	You want the chance to make lots of money quickly.
You have lots of money, and you are willing to risk losing some of it.

You read the business papers every day, and you know what’s hot in the stock market.


READ THE CHART CAREFULLY ON THE PREVIOUS PAGE.

ANSWER THESE QUESTIONS BASED ON IT

1.  What types of investments are based on the stock market?

________________________ AND _______________________________

2.   What types of investments have compound interest?

________________________ AND _______________________________

3.  What types of investments are based on how good companies are at making money.

______________________
______________________
_______________________ 

4. a) In what types of investments is your money “locked in” for a certain amount of time?


______________________
______________________
_______________________ 

b) What does “locked in” mean?

______________________________________________________________________________

c) Why would you want to lock your money away for a long time?

______________________________________________________________________________

5.  In what investments could you actually lose money that you put in?

________________________ AND _______________________________

6.  In what investments can you make money quickly if you are lucky and pick the right one?

________________________ AND _______________________________

7.  What are the two highest risk investments?


________________________ AND _______________________________

6.  Make recommendations for the following people.

	Situation
	Type of Investment you recommend
	Why did you recommend it?  Explain in detail.

	Johnny has $1500. He is saving to buy a Skidoo, and will need that money in four months.  He wants to make some interest on it in the short-term.  
	
	

	Lorraine has $2500 left over every month after she has paid all her bills.  She wants to retire at 65 years of age.
	
	

	Josie is looking to make big money, and she is willing to take a risk at losing some of it, but she doesn’t have any investment experience.
	
	

	Bart has $5500 that his rich uncle gave him when he was 14.  He is saving it for when he goes to college at 20.
	
	

	Rod is a business whiz.  He reads the papers everyday.  He knows what’s hot on the market.  He wants to make big money, fast.
	
	

	Mr. G has $2000, and is saving for his little baby son’s education.  He wants a safe investment.  He trusts the Government of Canada with his money.
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