Life after College Budget Project








Name: ________________________

This project will walk you through some post-college realities that you may or may not have pondered.  Consider sharing this with your parents.  Have them sign here: __________________
Formulas:

Future value of annuity:    

Payments on a loan:     
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A = amount after t years
R = repeated payment on loan


R = repeated contribution to annuity
A = amount borrowed

r = rate (as a decimal)
r = rate (as a decimal)

n = number of times compounded per year
n = number of times compounded per year

t = time, in years
t = time, in years

1) General Loan Information

a) The average college loan is for ____-____ years at ______% APR.

b) The average car loan is for ____-____ years at _______% APR.

c) The average home loan (mortgage) is for ____-____ years at ______% APR.

2) College Loan
a) You choose to attend college at _______________________, which costs $__________ per year for tuition, room, and board (check this on the internet, if possible).  You spend ____ years there for a total cost of $____________________.
b) You get a scholarship for $________________; you are also able to pay $_____________ outright.  To pay for the remainder, you take out a loan for $_____________ (minimum of $2000 – assume you have some college debt) for ____ years at ____% APR compounded monthly.

c) Monthly college loan payment = $____________

Calculation: 

3) Car Loan
a) Your car is nearing the end of its life.  You must purchase another one – no leases – and it may be new or used.  Find one in the classifieds.  (possible source: www.indystar.com and choose “classifieds”)  Cost of car: $_________________
b) Your present car (worth $__________) may be used as a trade-in.  Therefore you will be financing $_____________ at ____% APR for _____ years compounded monthly. 

c) Monthly car loan payment = $__________

Calculation:
4) Salary

a) Your job as a(n) ___________________ has an average starting salary of $_____________. (Check with resources, such as www.bls.gov/oco/home.htm, for a good estimate.)
b) Monthly gross salary = $_____________
c) Taxes are deducted from your paycheck.  Calculate each for your monthly salary.
i) 15% Federal income tax: 
$___________

ii) 7.6% FICA tax

$___________

iii) 3.3% State tax

$___________

Total taxes: $____________
iv) 1% County tax

$___________

d) Monthly net salary (take-home pay) = salary – total taxes = $_____________
5) Retirement Savings 
a) You plan to start work at age _____ and retire at age ____.  You will try to save $______ per month in an annuity at 9.0% APR for _____ years (start of work to retirement age)

b) Yield at retirement age $____________

Calculation:

c) You plan to live to age _____.  You will be living off your retirement savings for _____ years (retirement age to death).  Your income will be $______________ per year.
6) House Loan (Mortgage)
a) You would also like to purchase a house in _____ years that costs $________________.

b) You need to save enough for a down-payment, usually 10-20% of the purchase price:  down-payment $_____________.
c) Savings per month to achieve this goal in ______ months $______________

For your information – not to be included in current budget:
d) When purchasing the home, you would then finance $_____________ for ____ years at ____% APR compounded monthly.

e) Monthly payment $_____________

Calculation: 
f) With this payment, how much will you eventually pay for your house in ______ months?  (monthly payment  x  months  +  down-payment) $________________

Calculation:
7) Other Expenses

a) What other expenses will you be responsible for when you graduate and live on your own? (you may have a roommate)  List at least 4 additional monthly expenditures.
i) Rent
___________
(iv) _______________
___________
ii) Food
___________
(v) _______________
___________
iii) _______________
___________
(vi) _______________
___________
8) Monthly Balance
Net monthly salary - (college loan + car loan + annuity + house + monthly expenses)
      ___________ - (________ + ________ + ________ + _______ + _______) = $ __________
9) Credit Cards

a) Will credit cards help?  The average undergraduate student leaves college with a diploma and around $2750 in credit card debt (graduate students, $4800).  Suppose you have a credit card with a balance of $2750 and an interest rate of 19.8% APR.  The minimum payment is $45.00.  The amount of interest due each month is figured as  
[image: image2.wmf]÷

ø

ö

ç

è

æ

·

n

r

balance

current

  , where r is the rate (decimal form) and n is 12.  
b) Fill in the table, making minimum payments.
	Month
	Current balance
	Interest
	Payment
	Amount applied to principal

	1
	$2750.00
	$45.38
	$45.00
	-$0.38

	2
	$2750.38
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	5
	
	
	
	

	6
	
	
	
	

	7
	
	
	
	

	8
	
	
	
	

	9
	
	
	
	

	10
	
	
	
	

	11
	
	
	
	

	12
	
	
	
	


c) Will you ever be out of debt with the credit card company?  Explain.

d) Suppose you begin making a monthly payment of $75.00.  Fill in the table.
	Month
	Current balance
	Interest
	Payment
	Amount applied to principal

	1
	$2750.00
	$45.38
	$75.00
	$29.62

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	5
	
	
	
	

	6
	
	
	
	

	7
	
	
	
	

	8
	
	
	
	

	9
	
	
	
	

	10
	
	
	
	

	11
	
	
	
	

	12
	
	
	
	


e) Will you ever be out of debt?  Explain.
f) How much must you pay per month in order to be out of debt in two years? __________ 

(HINT:  use the “regular payments on a loan” formula)  Calculation:

10) Write a brief summary about this assignment (complete sentences, one paragraph).  What have you learned?  What surprised you?  Did this help you understand financial planning better?  How?
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