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Take Stock in Your Future                
Stock Market Challenge pre-event curriculum
Dear Teacher / Volunteer, 

Thank you for participating in Take Stock in Your Future, pre-event lessons for students participating in the JA Student Stock Market Challenge. 

As a teacher/ volunteer for Take Stock in Your Future, you are joining other business executives from across central Iowa in providing high school students with a unique educational experience.  

Take Stock in Your Future is an interactive program made up of two 45-minutes classroom lessons that introduce students to the stock market. Through this program, students will discover the benefits and challenges of investing in publicly-owned companies. 

Additionally, teachers may wish to supplement these lessons with an Internet activity between lessons, in which students research companies on NYSE.com. Decide if the Supplemental Internet Activity will be given to students between lessons. That way, you can proceed to introduce the supplemental activity at the end of the first lesson. 

By the end of the program, students will understand the fundamentals of the stock market, and be prepared to compete in the Junior Achievement Stock Market Challenge.  They will learn the risks and rewards of trading, and have fun doing it! 

The Take Stock in Your Future Course Guide is designed to help teachers and volunteers facilitate the activities. It includes the materials needed, the vocabulary words covered, and step-by-step instructions. 
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6100 Grand Ave, Des Moines, IA 50312    
Register online & download guides at: 
www.jadsm.com/events
515-279-9602 ext 215 
Brenda Dryer, VP of Education 

brenda@jadsm.com

515-279-9602 ext 222 
Sara Isaacson, Development Director 
sara@jadsm.com
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This pre-event curriculum should be utilized to prepare students for the   Junior Achievement Student Stock Market Challenge event.  
The Stock Market Student Challenge is an event in which teams of four/five high school students compete against each other to grow a mock stock portfolio, with the goal of creating the highest net worth in a simulated stock market environment. Throughout the game, floor traders enter team’s trades into handheld computers and the information is immediately transferred to big screens for all participants to see. The competition is divided into two trading periods, which simulate two months of trading. This means that a new day begins every 60 seconds.  The fast paced atmosphere ensures the trading is urgent and intense to simulate a real trading floor.  
Below are the rules of the game: 

· One school may have up to six teams of 4-5 students, space permitting. 

· Every team of four/five students will begin with $500,000 in "trading dollars" / "Cash" that they can then use to invest in real local companies in a "simulated market."
· Fictitious company names, 3-letter stock symbols, and a brief description are provided to enable teams to identify the 26 stocks available.  

· Floor traders with handheld computers come to tables to take trading orders. 

· Three large screens will display the following: 
Team Net Worth, 
Daily Stock Prices, 
Trading Days from 1 to 60 and Graphical Depictions of Stock Performance. 
· To track progress, Portfolio Statements may be obtained from any of the on-site 
printing stations. 
· Initial stock picks are submitted to Junior Achievement prior to the event and are based on information provided in the Stock Descriptions Worksheet.   Note for the 2009 event JA will be completing the 1st round of stock picks for the student teams.
· All trades made after the initial stock picks will be subject to a trading commission of 1.25%, which will be automatically deducted from the team’s total. 
· Students will receive press releases and hot tips regarding world events, industry developments, etc. throughout the event; this news will affect stock values and will challenge participants to think on their feet.
· Trading will commence with the ringing of a bell and continue for 30 minutes. After a 15-minute break, trading will resume for another 30 minutes and finish at the ringing of the bell.  Each trading period/day will last for one minute; there are 60 total trading rounds. 

LESSON ONE 

UNDERSTANDING STOCKS 

PREPARATION 

Spend about 15 minutes reviewing the lesson—objectives, key terms and activities. The more familiar you are with the material, the easier it will be to interact with the students. 

Ask the teacher if the entire class will be participating in the Stock Market Challenge (or if only a select group of students will be playing), so you can address the game details to the appropriate students. Know that the references to the Stock Market Challenge examples used in these lessons are from past events, and will not be used in the game your students will be playing. Examples: References to Rebel Ride Company and Young Stuff Apparel Company. 

If you have examples of a prospectus from a mutual fund, it might be helpful to bring it to help illustrate how a mutual fund operates. 
Introduction 

Introduce yourself and give the students a brief summary of where you work and what your job entails. Let them know that you will be visiting their classroom twice to help them gear up for the Stock Market Challenge! Be positive, enthusiastic and friendly. The tone you set today will affect the student’s level of enthusiasm throughout the program.  

Hand out table tents and ask the students to print their names large enough so you can read them from the front of the class. As they are filling out their table tents, ask them to introduce themselves. 

Explain that over the next two sessions you will be helping them learn about stocks, discuss why companies issue stock, why individuals invest in companies through stocks, how they are bought and sold, and that there can be risk associated with owning stock. 

Private vs. Public 

After setting the tone for the workshop, tell them the first thing you are going to discuss is why companies are either privately-owned or publicly-owned.  Privately-owned companies are owned by an individual, called a sole proprietorship, or a group of people called a partnership. 

Publicly-owned companies are owned by stockholders. Stockholders are individuals who have purchased a share (or many shares) of stock. Businesses that are owned by stockholders are considered public, in that anyone (the public) can purchase a share of stock for the current price. 

The benefits of owning a private company are that you have more control over the company and that you receive more of the company’s income. The challenge of a privately-owned company is that it reduces the ability to raise money to expand or improve (must take out a loan or use profits). 

The benefits of becoming a corporation include the ability to raise more money in order to expand or improve, purchase equipment, and conduct research that may lead to a new product or improving an existing product. The challenge of a publicly-owned company is that the stockholders/owners share in the profits earned. 

The introduction of the stock market has been instrumental in enabling companies like Google, Starbucks and Apple to grow and develop innovative products, as well as enabling individuals to become wealthy, powering our free enterprise system. 

Stock Basics 

A stock is a share of the ownership of a company. When you own stock in a company, you become an owner. It gives you claim on the company’s income, but does not hold you liable if the company goes into debt. 

The stock price is determined by: 

· Economic conditions, such as interest rates, oil prices and consumer confidence 

· A company’s track record 

· The future outlook for the product or service 
Ask the class, why do people purchase stock? (To make money.) Why would we want to make money in the short term? (car, college) In the long term? (house, retirement) Ask the students why they might want to make money by investing in stocks. Take the first four to five answers. 
Corporations compensate their stockholders in two ways: through payment of dividends and by increasing the value of stock. A company’s stock value can go up for several reasons. 

• 
The company introduces a new product or service to the market and it quickly becomes popular. Example: Apple iPods allow you to take music with you wherever you go. 
· The cost of production is lower than expected. Example: A company is able to buy used equipment rather than new equipment and saves money. 

· Economic trends have a positive effect on the demand for a service or  product. Example: Gas prices rise, so sales of the new hybrid cars (using less gas) go up. 

Of course you can also lose money if the company does not perform as expected, so the stock value goes down. This could happen for many reasons. 

· Competitors produce a similar, cheaper version of a product or service.  Example: Knockoff Tommy Hilfiger shirts are released that are cheaper than the original ones. 

· The cost to produce a product or provide a service was higher then expected. Example: Florida crops freeze over, causing Tropicana to raise its orange juice prices to make up for the huge loss. 

· Economic trends have a negative effect on the demand for a service or  product. Example: SUV sales went down when gas prices went up. 


The risk involved in owning stock is why some stockholders diversify their holdings.
Minimize Risk...Diversify 

Diversification means owning a number of different stocks in various industries that perform differently under a variety of economic conditions. 

An investor can diversify their portfolio by purchasing a number of different stocks. By diversifying one’s investments, a person minimizes their risk. For example, if an investor only buys stock in one company and its stock decreases in value, the investor would lose a lot of money; if, however, the investor owns stock in a number of companies, odds are they will perform differently. 

There are several ways you can diversify your portfolio: 

· You can diversify on your own by researching and investing in different companies. 

· You can join an investment club (in your neighborhood, school, etc.) and work with others to research companies and determine what to invest in. 

· You can hire a financial planner/advisor to find the best balance of diversification for your personality and lifestyle. 

• 
You can invest in mutual funds. A mutual fund is a managed collection of stocks, allowing a number of investors to purchase stock in numerous companies.  

Buying & Selling Stocks 

Stock is exchanged when one person sells their share of stock and another person buys it (at a price that is mutually agreed upon). A broker acts as go-between for the buyer and seller, usually charging a commission (fee). Stock trades are processed through stock exchanges/markets. 

Stock Markets or Exchanges 

A stock exchange floor is a location in which stocks are bought and sold.  
Each day, more and more Americans are interested in learning how stocks are performing, because more people than ever before are investing in companies through stock ownership. Virtually every media outlet (newspaper, TV, radio) reports on the performance of stocks by referring to stock indexes or averages. Some well-known indexes or averages are The Standard and Poors 500, The Nasdaq-100, or the Russell 2000—but the most cited average is the Dow. The Dow Jones Industrial Average is a group of 30 stocks traded on the NYSE that represent a number of different industries, and give investors a quick recap of whether stock values went up or down on any given day. 

Speaking of the ups and downs of the market—when the market rises over a number of months, people refer to the trend as a “bull market.” When the market trends go down over a period of time, people refer to it as a “bear market.” 
Summary 

Tell the students that these scenarios point out how stocks are traded, but also why investing in stocks can be risky and that you need to do a lot of research before making a decision on what company to invest in. Let the students know you will talk more about how to research stocks during your next visit. Thank the students and tell them that you look forward to seeing them on your next visit. 
 Activity: How stocks are bought & sold 
In this activity, you will have two groups of students act out possible trading scenarios. The purpose of this activity is for students to learn how stocks are traded.  (It is always helpful to bring some sort of “prize” for those who volunteer to participate. It can be candy or something with your company logo on it.) Ask four students to volunteer. Give each student a part: Buyer, Trader, Seller, Chief Financial Officer (CFO).  Hand each student their script and “play” money. 

Scenario #1 
Buyer: I have $10,000 to invest, and I would like to buy 100 shares at $100 each of Feel Young Pharmaceuticals . 

Trader: I know someone who would like to sell 100 shares. Ask Seller, would you like to sell your stock? 

Seller: I agree to sell 100 shares of Feel Young Pharmaceuticals stock for $100 per share. 

Pass shares to Trader who passes them to the Buyer. 

Trader: After the Buyer gives you $10,000, announce to the class: the Buyer has purchased 100 shares of Feel Young Pharmaceuticals for $10,000. Give the $10,000 to the seller, keeping $20 for the trading fee. 

CFO: Make an announcement: Feel Young Pharmaceuticals just found a cure for cancer and our stock price has doubled.  Now each share is worth $200. 

Buyer: That is GREAT! But, now what should I do? 

Ask the class to discuss the pros and cons of selling or not selling the stock. They could hold on to the stock and hope it goes higher, or sell and take the profit. Generate a discussion on the risks involved in holding on to the stock or the cost involved in selling the stock (taxes, commission etc.).   

Scenario #2 
Buyer: I have $5,000 in a stable utility company. It’s slow-growing, and I’m bored—I bought this stock for $4,000 and it’s now worth $5,000 two years later.  I want to make more money, faster!  

Trader: I have this really cool stock—it’s a new company that’s going to make a video cell phone, where you can see the person you’re talking to. I’m warning you, the company has borrowed a lot of money to manufacture the phone, but the stock is going up and predicted to go higher. The shares right now are $41. Ask the Buyer if they want to buy 100 shares for $4,100. 

Buyer: Ask the class, Should I buy or not? Ask students, what are good questions to ask yourself before you buy stock in a  company? 

   Are you familiar with the product or service? Would you buy this product or service? 

   Do you know the financial stability of the company (by looking at the  annual report or online)? 

   How long has the company or product been around? 

Ask the class, what are some different things that could happen to affect the stock price? 
· The product is released and consumers love it. The stock value goes up! 
· The stock value goes down because there is a flaw, and the product is recalled. 

·  Another company manufactures a very similar product at a cheaper price and the stock value goes down. 

·  The economy takes a turn for the worse—a lot of people lose their jobs and sales drop off. The stock value goes down. 

Supplemental Internet Activity:   www.NYSE.com 
Student Worksheet 

Distribute copies of this worksheet to students. Have students go to www.nyse.com. Instruct them to go to Symbol Lookup in the top right corner, and look up their top three favorite companies that are publicly traded (if they are not public, they will not be able to look up their symbol). Ask them to complete the worksheet (example below), filling in the blanks for each company. 

Company #1 Name: _____________________________________________ 
Symbol: _______________  

What product or service does the company provide? 
What do you think the future outlook is for this product or service? 
Company #2     Name: ________________________________________ 
Symbol: _______________ 
What product or service does the company provide? 
What do you think the future outlook is for this product or service? 
Company #3 Name: _________________________________________ 
Symbol: _______________ 
What product or service does the company provide? 
What do you think the future outlook is for this product or service? 


LESSON TW0

MAKE A GOOD INVESTMENT 

Introduction 

Ask a student to distribute table tents. Greet the students and ask if anyone was able to do some online research on a company. Ask one or two students to share what they found. Generate a discussion on what is important to look for when researching a company for potential investment purposes: 

· Stock price  

· Expert opinions about future of product or service 

· Projected earnings 

· How old is the company 

· The amount of debt the company has 

· The size of the company 

· Background of corporate officers 

If none of the students had a chance to research a company, you can use the activity below. 

Optional Activity: Would you put your money into this stock? 

Ask a student to read the following Scenario out loud, and ask the class if they would  invest in this company. Why or why not? Discuss for 2 - 3 minutes. 

Scenario Big Burger Company only has stores in Colorado. They want to expand to Arizona and build at least five new locations. It will take $1 million to build each new location, so they issue $5 million in stock. Each share of stock will be sold at a starting price of $100, so the company will issue 50,000 shares. The company has done research and believes their new locations in Arizona will be successful because people who live in Arizona are similar to those who live in Colorado.  

As a group of prospective stock holders, would you invest your money in this company? 

What questions would you want to ask the company if you could? 

What kind of investment are you going to make in advertising in Arizona to build brand awareness? How is the company going to manage the stores from Colorado? How are you going to choose locations for the new stores? 

Reading Stock Tables 

One of the ways people figure out if they are going to buy stock in a company is to read stock tables. Ask the class if anyone has ever seen a stock table. Explain that you can find them in the newspapers, online, etc. Stock tables contain a lot of the information investors use to make decisions about whether to buy or sell a stock, such as the current price of the stock, the highest and lowest price paid, etc. Tell the students that you have an example of a stock table (show overhead) and then the class will play a game to see who can decipher the information contained in the table.  
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In 2001, the NYSE became the 1st U.S. market to be fully decimalized, trading in dollars and cents

(ex: $10.25) instead of fractions (10%4). Today many people also read stock tables in real-time format
on the internet. The example below is taken from a typical newspaper summary of trading on the NYSE.
The captions will help you understand what the numbers mean.
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February 11, 2005
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For students participating in the Junior Achievement Stock Market Challenge: 
So, are you all ready to invest at the Stock Market Challenge? As a review, the Stock Market Challenge is a very fast-paced game. Each day lasts 60 seconds! It is hectic and loud, just like an actual trading floor would be. It is very exciting and filled with energy. Remember to read your press releases and listen to those hot tips! They will give you the necessary information so you can make informed decisions on whether to sell or buy. A few other tips: 

· Floor traders with handheld computers will come to your table to take trading orders. 

· Three large screens will display the following: Team Net Worth, Daily Stock Prices, Trading Days from 1 to 60 and Graphical Depictions of Stock Performance. 

· To track progress, Portfolio Statements may be obtained from any of the on-site printing stations. 

· All trades made after the initial stock picks will be subject to a trading commission of 1.25%, which will be automatically deducted from the team’s total. 

· Students will receive updates on world events, industry developments, etc. throughout the event; this news will affect stock values and will challenge participants to think on their feet. 

· Trading will commence with the ringing of a bell and continue for 30 minutes. After a 15-minute break, trading will resume for another 30 minutes and finish at the ringing of the bell. Each trading period/day will last for one minute; there are 60 total trading rounds. 

Terms to Know 


· Bear Market: A bear market occurs when more people want to sell stocks than buy them, causing stock prices to fall.  

Brokerage Commission: Brokers (agents for potential buyers and sellers) charge a fee for each transaction they make on your behalf. You are charged this fee in addition to the price of the stock. 

· Bull Market: A bull market occurs when more people want to buy stocks than sell them, causing stock prices to rise.  

· Common Stock: Stock that pays dividends as determined by the corporation’s board of directors. Common stock holders can vote for members of the board. 

· Dividend: The part of corporate profits distributed to stockholders (generally dispersed yearly.) 

· Dow Jones Industrial Average: While not a true average, the calculation provides a measure of the average price of a select group of 30 large, industrial companies over time. Broad market averages designed to tell you how companies traded on the stock market are doing in general. 

· Equity: Ownership in a company.  

· Market/Marketplace: A place where buyers and sellers meet. 

· Preferred Stock: As opposed to “common stock,” preferred stock has certain privileges. Owners are the first to receive dividends and the first to receive a share of the assets if the corporation is liquidated. 

· Prospectus: a statement of financial information published when a corporation is about to issue new securities, or when a mutual fund is created or changes its stated objectives 

· Retained Earnings: Profit (minus taxes), not paid as dividends but instead retained by the business to be reinvested in the business. 

· Securities: Stocks, bonds or other investment vehicles . 

· Stock: Shares in the ownership of a corporation. 

· Stock Exchange: An organized marketplace where securities are bought and sold. 

· Stock Broker: A person in a firm who is authorized to trade at the exchange 

· Stock Market: 1) Where buyers and sellers of stock meet; 2) an arrangement, rather than a physical place, that allows people to exchange stock. 

· Stockholder: The owner of stock in a corporation. 





OVERVIEW 


In the first of two lessons about the stock market, students learn about the difference between public and private companies, discuss why companies issue stock, why individuals invest in companies through stocks, how stocks are bought and sold through stock exchanges/markets, and that there can be risk associated with owning stock.





 OBJECTIVES 


The students will: 


Understand why the stock market is an integral part of our free enterprise system 


Understand why companies issue stock 


Learn about stocks as an individual investment option 


Explore how stocks are traded 


MATERIALS 


Activity scripts (4)


JA banner


“Play” money


Table tents (25)


NYSE.com worksheets (if needed)


Prizes (not in kit—optional)





CONCEPTS 


Business Ownership Private vs. Public  


Stock 


Dividends 


Savings 


Risk 


Diversify 


Broker 


Portfolio 


Mutual Fund 


Stock Trade 


Stock Exchange/ Market 


Stock Indexes/ Average 


Bull vs. Bear Market 


SKILLS 


Analytical thinking Decision-making 





























Lesson Two


OVERVIEW 


In the second and final workshop about the stock market, students learn how to read a stock table and test their knowledge using the Stock Table Game. 


OBJECTIVES 


The students will: * Analyze stock in real and/or fictitious companies * Learn to read a stock table 





PREPARATION 


Make sure the teacher has an overhead projector for the How to Read a Stock Table overhead slide. 


MATERIALS 


How to Read a Stock Table overhead slide 


Stock Bingo cards (25) (card provided on page 18) 


JA banner 


Table tents 


Prizes (not in kit—optional) 





CONCEPTS 


Stock Table Closing Price P/E Ratio Yield Research


 Skills: Analytical thinking Decision-making





During the Stock Market Challenge, these types of economic conditions will be communicated through press releases and hot tips. 












































Initial Public Offering (IPO): when a private company first goes public with their stock





Dividends: a percentage of profits that are paid periodically to stockholders.





Portfolio: a collection of stock that a person owns.





Risk: the probability of making a profit or losing money on one’s  investments





Minimum amount you must invest when using a broker is usually $500. 





Several exchanges, including the NYSE, started in coffee shops! 





An example from a previous Stock Market Challenge: A company called Rebel Ride offered customers the chance to take a flight to outer space. After the first fiscal quarter, Rebel Ride boasted a profit of $20 million. 





An example from a previous Stock Market Challenge: A teenage clothing company (Young Stuff Apparel) was forced to recall their entire spring line due to faulty manufacturing, costing the company $50 million. 





During the Stock Market Challenge, your team(s) may choose to have one or more stocks in your portfolio (up to 4 companies). You can obtain your portfolio statement from print stations to keep track of your stocks. 








 

















A stock index or average is a group of companies in different industries whose performance represents the market trends and is tracked to gauge the movement of the market.





 














Reminder! You will be playing a game with the students next time. It is always a crowd-pleaser if you bring some sort of prize for the winners.  





















































Scenario #2 





Peter Lynch, a well-known investor, buys stock in what he uses and what he likes. For example, if you wear Lucky jeans, you may want to consider investing in that company.  Odds are if you like the product or service others will too. He has been exceptionally successful with this philosophy. 

















Some of the larger stock exchanges include: 


National Association of Security Deals (NASDAQ): you must go through a broker, but all transactions are done electronically. 


New York Stock Exchange (NYSE): last market in the world where people negotiate trades on a floor in-person. To trade at the New York Stock Exchange (NYSE), you don’t need to go to New York—you can pay a broker to trade on your behalf. 


FTSE International (London Stock Exchange) 


NIKKEI (Japanese Stock Exchange)














If students are going to complete the Supplemental Internet Activity before your next visit, hand out the worksheets. Ask that the students write down their findings and have them ready for your next visit. Ask teacher to collect and keep table tents.





During the Stock Market Challenge, these economic conditions will be communicated through press releases and hot tips. 

















Summary 


If the entire class is going to participate in the Stock Market Challenge, get them excited for the event (possible script below) and remind them of the rules. If the entire class is not participating, ask the teacher to point out those students who will be participating in the Stock Market Challenge, and review the rules below with that group






































This


 High School


 Stock Market Challenge event 


was made


possible


by the following sponsors:




















Tell the students that now that they have learned how to read a stock table, they are going to play a game! (Mention that there will be prizes if you brought any. That always creates enthusiasm.) 














Activity: Stock Bingo








Activity: Stock Bingo


Distribute a Stock Bingo card to each student. Read the questions below, and have ach student make an X through the correct answer on the table. When students have a line marked out ( it will be diagonal ), have them yell “Bingo”.  ( If they answer correctly, all students will be shouting “Bingo” at the same time.) 





Oracle is a leading supplier of computer software. What was its stock closing on February 11th? 


Interface, Inc. is a manufacturer of products for commercial and institutional interiors, What was the last dividend paid on one share of its stock? 


Which of the stocks listed has the highest price/earnings ratio?  


Which companies have no yield? 


Intel designs, develops, manufactures and markets microcomputer components. How many shares of the stock were traded on February 11? 


Amgen is a leading biotechnology firm that develops, manufactures and market human therapeutics. What was the highest price paid for its stock on February 11? 


Microsoft develops and manufactures a wide range of software products. What is the price-earnings ratio? 


Which companies have not paid any dividends recently? Mark their symbol.























































































































