
11: InvestIng for the future (part 2) 
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aCtIvItY (5 minutes)

Look over the following three examples. These examples assume someone 
invested 100 a month and earned an 8 percent return for 10, 20, and 30 years 
respectively. The same amount of money was invested and grew to the same 
value in both the tax-deferred and the tax-free account. However, look at the 
difference in the amount paid in taxes.

step 1: Divide into small groups of two to four people, including your action 
partner.

step 2: For each scenario, circle the lower total amount paid in taxes, and note 
which type of account costs less in total taxes.

step 3: Discuss the following questions: 
○ What are the differences between the tax-deferred and the tax-free accounts?
○ When would the tax-deferred account likely be the best option?
○ When would the tax-free account likely be the best option?
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