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Math for Everyday Life, Grade 11

MEL3E

	Week 8
	Assignment
	Making an Investment Decision
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THE SITUATION
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Mr. and Mrs. Lewis win a lottery and give each of their children, Heather and Jack, $9000 cash. Heather and Jack decide that they each want to buy a new sports car on their 50th birthday. They want to get a savings plan organized, but disagree about how they will save enough money. They are guaranteed a fixed rate of 7.5% compounded annually for the life of their investment and they promise not to withdraw any of their saved money until they are 50 years old.

Heather is 24 years old. She chooses to invest $7000 immediately and spends $2000 on a television and stereo. She has no children and only a small bank loan left on her used car. She rents the small apartment that she lives in.


Jack is 33 years old with a wife and 3 children. He lives in a house he bought last year with a small down payment. He decides to invest all $9000 immediately.

1.  a)  Heather will have $_________ invested for ____ years. 

b) When she is 50 years old, how much will her investment be worth?

2.
a)
Jack will have $_________ invested for ____ years. 

      b) When he is 50 years old, how much will his investment be worth?

2.
a)
How much will Heather have after 5 years?  and after 10 years?

b)
How much will Jack have after 5 years?  and after 10 years?


c)
Why is there a difference between the two of them?

4.
Do the risk tolerance questionnaire using what you know about Heather & Jack.

Heather

Time Constraints                    

/6

Investment Risk Attitude        


/6

Investment Objective Attitude     

/6

Total





/18

Type of investor _________________________

Jack

Time Constraints                    

/6

Investment Risk Attitude        


/6

Investment Objective Attitude     

/6

Total





/18

Type of investor _________________________

Who is more likely to want to take risks?  Why?

____________________________________________________________________________________

____________________________________________________________________________________

5.
Recommend an investment portfolio to suit each person’s needs.  Say why you chose what you did.

(mutual funds, bonds, stocks, GICs, or a combination of these)

Heather

Jack













