Course:
01.411 Agricultural Business and Management

Unit 8:
Investments
Lesson 2:
Annuities

QCC:
61, 64, 65, 75
Objectives: 

1.
Recognize annuities as an investment strategy.

2.
Calculate an annuity value.

Teaching Time:

2 Hours
References:

Deere and Company.  Farm and Ranch Business Management.  Moline, IL. ISBN: 0-86691-135-9.  

Deere and Company.  Farm and Ranch Business Management Instructor=s Guide.  Moline, IL. 

Deere and Company.  Farm and Ranch Business Management Student Guide.  Moline, IL. 
Materials and Equipment:

Financial calculator

Computer

Software: "Stake Your Acres"
Software: "The Farming Game"
Monopoly Game

Teaching Procedure

Introduction and Mental Set

Ask If a person needs $5,000 per year for four years, how much money would you need to put in an account paying 6% interest?  Why would a person need to know this information?   College costs, other future costs that you know will be needed.

Discussion
1.
Assign and discuss annuities and annuity tables on page 8-6 of text.  
A.
What is an annuity?

B.
When are some times a person may want an annuity?  To pay college expenses, retirement, etc.

2.
Practice with students several examples using annuity tables.
A.
Example- Assume that your grandparents wish to provide $5,000 per year for four years to help pay your college expenses.  They have decided to deposit the money in an account which will pay 6% interest per year.  How much money will they need to deposit in the account?

Value of annuity-
$5,000

Annuity factor-
3.4651 (4 years, 6% interest)

Present value-
$5,000 X 3.4651 = $17, 325.50

Your grandparents must deposit $17,325.50 in the account.

B.
If your grandparents opened the account when you began your first year of high school, how much must be deposited to allow you to withdraw $5,000 per year for college?

Amount needed to fund annuity-
$17,325.50

Years until annuity is needed-
4

Use the discounting table on page 8-5 to determine the present value of $17,325.50.

Factor for 4 years, 6% interest-
.792

Present value = 
$17,325.50 X .792 = $13,721.80

Your grandparents will need to deposit $13,721.80 at the beginning of your first year of high school.

3.
Give assignment #2-Net Present Value-in Student Guide, page 8-6 and turn in for a grade.


Summary

Play games

Monopoly

Stake Your Acres

The Farming Game

Evaluation
Written test
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