Preface

Students earn a college degree to increase their earning potential. Most individuals dream of financial
independence, the ability to live the life style of their choice. Personal financial planning is a critical step
to efficiently obtaining that goal. The ability to manage money and make wise financial decisions is a
learned skill which comes with knowledge and practice. This book is designed to provide students with
information on how financial instruments work and to provide them with ample opportunity to practice
making decisions using their acquired knowledge.

Vision of Text

We designed Personal Finance: An Interactive Applications Approach to have its own unique personality.

Student Oriented—The book is written in an open, easy style. Our text is user friendly in its tone,
content, and layout.

Applications Approach—The text incorporates case studies, personal financial planning, and reflec-
tive thought features. The case studies are inclusive and one is provided for both a college student
and a new graduate. The personal financial planning features guide students through the process
of creating his or her own financial plan. The reflective thought features ask thought provoking
questions to help students incorporate their own personal beliefs as part of the planning process.

Comprehensive—The text provides the tools to allow students to prepare a complete financial plan.

Timely—The text was written with current information, and provides resources for constantly
changing financial information.

Organization

The text is organized to build on previously learned concepts and to systematically facilitate the student’s
ability to develop a financial plan.

Chapter 1 introduces the time value of money concepts critical to many problems in the follow-
ing chapters. The concepts are explained and examples are used to demonstrate how to solve common
financial problems with four popular methods: scientific calculators, financial calculators, tables, and
spreadsheets.

Chapter 2 introduces students to the financial planning process. In this chapter students are asked to
set goals and develop financial statements: cash flow statement, balance sheet, and budget.

Chapter 3 covers the issues related to housing. It compares and contrasts the benefits of renting ver-
sus buying a home. It offers tips for leasing and purchasing. It demonstrates how to determine how much
mortgage you can afford and details the items associated with a mortgage payment and closing costs.

Chapter 4 introduces consumer credit. This chapter demonstrates both wise and unwise use of credit
cards, explains the difference between revolving and closed end credit, and details the factors that affect
your credit (FICO) score.
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Chapter 5 introduces comparison shopping. This chapter explains how to comparison shop from the
smallest purchases made in the grocery store to large purchases like purchasing an automobile.

Chapter 6 introduces taxes and explains the difference between income and non-income based taxes.
It walks students through the process of filing a 1040 form. It highlights tax credits of interest to students
and provides information for students to find additional credits through the IRS web site.

Chapter 7 introduces the concepts of insurance and explains how to determine your insurance needs
for home and auto insurance.

Chapter 8 covers medical insurance. It starts by introducing the currently available medical care and
disability plans and includes healthcare options available under the Affordable Care Act.

Chapter 9 covers life insurance and how to determine which type of policy best covers your personal
needs for life insurance. It demonstrates how to select an amount of life insurance appropriate for the
number of people you have depending on you for support.

Chapter 10 addresses the issue of how we earn our money. This chapter is titled entrepreneurship and
asks the student to be the entrepreneur of their own life. This chapter includes a brief overview of how to
write a financial plan, how to write a resume, and how to write a sponsorship request letter.

Chapter 11 introduces the basics of investing and explains the concepts of risk and return. The chap-
ter details the differences among the many financial institutions and financial instruments available to
us as investments.

Chapter 12 covers the basics of investing in stocks. It includes the basics of analyzing stocks and
shows in examples how someone might analyze a real company.

Chapter 13 covers investing in bonds and interest-paying securities.

Chapter 14 explains investing in mutual funds. It covers the various types of funds and how an indi-
vidual might select which funds are appropriate for investing.

Chapter 15 introduces real estate as an investment option. It covers some of the terms that are special
to real estate investing and shows how even individual investors with a modest amount to invest can
purchase an interest in real estate by investing in real estate investment trusts.

Chapter 16 demonstrates how to effectively plan for retirement by using tax-shielded investments
and savings plans.

Chapter 17 introduces students to the concept of estate planning. It shows the tax ramifications of
different trusts and explains the importance of planning for the final settlement of your estate.

Text Philosophy

We believe financial planning is critical to success. The financial planning process requires accurate
knowledge of an ever changing financial world. The best way to learn the skills of financial planning
is to create, implement, and adjust a personal financial plan to meet changing desires and needs. This
process also involves the ability to reflect on individual definitions of success, personal, moral, spiritual,
and ethical beliefs. This text is designed to provide students with accurate information, clear guides, and
thought provoking questions to allow them to integrate their personal beliefs into the planning process
without requiring them to share that information with others.



ext Features

Learning Objectives—Each chapter
opens with learning objectives

Key Terms—Key terms appear
throughout the chapter in bold

type—including a running glossary:.
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Stretch Your Dollar—Each chapter

includes tips to stretch your dollar.
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XX TEXT FEATURES

Financial Equations—The text
opens with a solid coverage of the
time value of money concepts. We
provide examples of how to solve

these four main equations with

scientific calculators, spreadsheets,

tables, and financial calculators.
The text provides additional exam-
ples of these equations through-
out the following chapters. Where
appropriate, additional mathemati-

cal equations relevant to personal
finance are introduced.
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Examples—Problems are worked in
the chapter to demonstrate how to
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TEXT FEATURES XXi

Exhibits—Each chapter includes
Exhibits to enrich the content
Exhibits contain graphs, charts,
. tips, or check lists to help the stu-
NT LpveRsusTER e 0¥ ST dent distill the information in the
chapter. In Chapter 3 the Exhibits
include graphs of historical mort-

gage rates and checklists for mak-
ing a home purchase.
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Review Questions—They are pro-
vided to allow students to check

their understanding of the material
presented in the chapter.
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XXii TEXT FEATURES

Problems—Allow the students to apply the
concepts related to mathematical problems
(quantitative analysis) discussed in each
chapter.

Case Studies—Chapters 2-17 include two
case studies each. There is a case study for:

e 0 Saving
the inrendcd u;:

e A new college student
e A new college graduate
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The individuals are introduced in
Chapter 2. Realistic occupation incomes,
and expenditures are provided for each
cases study. The students are asked

to perform a task related to the text
content, for example in Chapter 2 they
are asked to create goals, cash flow
statements, balance sheets and budgets.
In Chapter 3 they are asked to qualify
the individuals in their case study

for a mortgage and help them select

a home. Each chapter builds on the
information covered previously. We
have also included a recap of the
financial information needed to

make the decision for that chapter’s
case study so they can be assigned independently.
Cases contain a note asking students to use accumulated

information if they are working the same case throughout the book. Each case
was developed with poor financial management in Chapter 2 to stress the points
of common financial mistakes people make. The instructor’s manual includes
complete recommended solutions for each case study. These can also be used as
examples in lecturers for instructors who want to demonstrate the concepts and
use the development of a personal financial plan for student assignments.
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TEXT FEATURES XXiii

Create Your Financial Plan—
Chapters 2-17 contain activities
designed to help students create
their own financial plan. These can
be used throughout the course as
assignments. Instructors can use the
case studies as group activities in
class to demonstrate how to create
a financial plan, then assign these
activities for students to create their
own plan. If instructors don’t assign
a personal financial plan, students
can use these on their own.
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Make It Personal—These are not
found in every chapter, but they are
found in key chapters in the text.
They are thought provoking questions
designed to allow students to incor-
porate their own personal values into
their financial plan. They are reflec-
tive activities that encourage students
to consider what is important to them
from a personal, moral, spiritual or
political point of view. They are not
designed to be graded. Each one tells
the student this is a private matter for
their consideration and they should
not feel obligated to share these. They
are free to share them if they wish.
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TEXT FEATURES

Instructional Resources

We have developed an interactive website with:

Survey Questions—These are questions designed to answer chapter-specific
questions. For example, in the chapter on housing, the survey questions provide
students with feedback on the rent versus buy issues based on their answers to
a set of question derived from their personal preferences.

Poll Questions—These are designed to provide the instructor feedback at the
opening of a chapter. In Chapter 1 students are asked which they would rather
have a penny that doubles in value everyday for a month or $1,000,000.
PowerPoint Presentation—Chapter outlines are provided in a PowerPoint
presentation.

Interactive Exercises—In Chapter 2 a drag and drop game is used to teach the
skills of developing a financial statement. Students are given a set of financial
items and asked to drag them to the appropriate financial statement. Students
receive immediate feedback and can increase their ability to accurately write
cash flow statements and balance sheets in a fun and entertaining way.
Videos—These are provided to explain complex information. For example, in
Chapter 1 videos are provided to show students step-by-step how to set up an
Excel spread sheet to solve time value of money problems. In Chapter 3 on
housing, videos are provided to explain how to calculate how much mortgage
a person can afford.

Test Questions—Both pre-test and post-tests are provided. Test questions for
each chapter are provided in a variety of formats, true or false, multiple choice,
essay and short answer.

Sample Syllabi—We have provided sample syllabi designed to be used with a
standard 16-week course. We have provided them for both Monday/Wednes-
day/Friday and Tuesday/Thursday course schedules.

Solutions—We have provided complete solutions for all review questions,
problems, and case studies.

Stock Trak—Each text comes with access to Stock Trak.





