Cost and benefits Analysis

The goal of this lesson is to help students make smart money choices by learning the
pros and cons of common financial decisions. Students will build financial skills, think
carefully about options, connect ideas to real life, and see how planning ahead can
lead to future success and goals

The four common financial dilemmas

e Save money or spend it now

e Use a student credit line or take a student loan

e Go to college/university or start working right away

e Rent a place or buy a home



1. Saving for the Future vs. Spending Money Now

Benefits of Saving:

e Financial Security: Building savings can provide a safety net for emergencies,
reducing stress and financial vulnerability.

e Future Goals: Savings can help achieve long-term goals like buying a home,
starting a business, or retiring comfortably.

Costs of Saving:

e Current Sacrifice: Saving requires cutting back on current spending, which might
mean sacrificing some enjoyment or opportunities today.

e Opportunity Cost: Money tied up in savings can't be used for other potentially
profitable investments.

Benefits of Spending:

e Immediate Gratification: Spending money on experiences, goods, or services can
provide immediate happiness and satisfaction.

e Investment in Self: Spending on education, health, or personal development can
enhance your quality of life and future earning potential.

Costs of Spending:

e Financial Vulnerability: Excessive spending can lead to insufficient funds for
emergencies or future needs.

e Missed Opportunities: Money spent cannot be saved or invested for future
growth.



2. Student Line of Credit vs. Student Loan

Student Line of Credit:

e Flexibility: You can borrow exactly what you need and manage your finances with
more flexibility.

e Lower Interest Rates: Often has lower interest rates compared to some student
loans, especially private ones.

Costs:

e Interest Accumulation: Interest typically starts accumulating immediately.
e Repayment Pressure: You may need to start repayments while still in school.

Student Loan:

e Deferred Repayment: Many student loans do not require repayment until after
graduation, easing financial pressure during studies.

Costs:

e Debt Burden: Can lead to significant debt upon graduation, which can be a
financial burden for many years.

e Interest Accumulation: Although repayment might start later, interest can
accumulate, increasing the total amount owed.

3. Enrolling in Postsecondary Education vs. Taking Employment

Postsecondary Education:

e Higher Earning Potential: Generally leads to better job prospects and higher
lifetime earnings.

e Career Opportunities: Opens doors to careers that require specific degrees or
certifications.



Costs:

e Expense: Tuition and associated costs can be significant, leading to student
debt.

e Delayed Entry into Workforce: Delays earning a full-time salary and gaining work
experience.

Taking Employment:

e Immediate Earnings: Allows for immediate income and the ability to save or
invest.

e Work Experience: Gains valuable work experience and potentially career
advancement without the need for a degree.

Costs:

e Limited Career Growth: May face a ceiling in career advancement opportunities
without a postsecondary degree.

e Lower Lifetime Earnings: Typically, those without postsecondary education earn
less over their lifetime.

4. Renting vs. Buying a Home

Renting:

e Flexibility: Easier to move for job opportunities or personal reasons.
e Lower Initial Costs: No need for a large down payment, and maintenance costs
are typically covered by the landlord.

Costs:

e No Equity: Rent payments do not contribute to property ownership or equity.
e Lack of Stability: Rental prices can increase, or you may need to move if the
landlord decides to sell or change the rental agreement.



Buying:
e Equity Building: Mortgage payments contribute to ownership, building equity over
time.
e Stability and Control: Offers long-term stability and the freedom to modify the
property.
Costs:

e High Initial Costs: Requires a down payment, closing costs, and other upfront
expenses.

e Maintenance and Additional Costs: Homeowners are responsible for all
maintenance, repairs, and property taxes.

Conclusion:

Each financial choice has its own set of benefits and costs. Making informed decisions
requires evaluating these factors based on personal financial situations, goals, and
values. Understanding the implications of each choice can help individuals make

decisions that align with their long-term objectives and financial well-being.
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