CLASS - DATE

Section 1: Guided Reading and Review

A Bs V@U Read

As jrou read Section 1, supply the reqqegec_l information in the spaces provided. '

:'- Describe the three uses of moné);.
1. _ ‘
2. .
3.

- o ! . v
Definé the six characteristics of money.

-y

]

w
h

oo® N

B, Reviewing Key Terms
Match the definitions in Column T with the terms in Column 1L Write the letter of the correct
answer in the blank provided. :

Column § ' Column I
- 10. something that keeps its value if held a. barter
_*_11. objects that have value because the holder can exchange them for b. store of value
somnething else of value . o .
7 c. fiat money |
12. money that has value because the government says it is acceptable d :
\ . CUIrency 2
for paying debts £
e . . . : €. money 2
13, anything that is used to determine valve during the exchange of L%
goods and services f. medium of exchange %
___14. exchange of one set of goods or services for another ' g. commodity money S
____ 15, coins and paper bills used as money b, umnit of account
116. way to compare the value of goods and services relative to each i representative money
other -

17. anything used as a medium of exchange, a unit of account, and a
store of value -

___18.,

objects that have value in themselves as well as for their use as money
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A. ey Terms
Match the descriptions in Column I with the terms in Column IL Write the letter of the correct -
answer in the blank provided.

Column § : : .Column [

1. anything that is used to dgtermine value - Coa ba-zrer

2. the direct exchange of one good for another i b. cuﬂ-ency '_ '

____ 3. somerthing thar serves as a way to compare values ¢, stofe of value
4. something that keéps its worth l ‘ d. medium of exchange
w5+ the coins and paper bills nsed as money in a society . . e. unit of account

B. Main ldeas

Write the letter of the correct statément ending in the blank provided.

6. 'The fact that money must withstand the wear and tear that comes from being used
over and over again is a measure of irs
a. portability. : . ¢. durability.
b. currency.” d. age.
7. Money that can be easily divided into smaller units of value has the
characteristic of

a. divisibility. ¢. exchange.
b. denominations d. durability.
—_ 8. Objects that have value in themseives as wel} as their va!ue as a means of exchange
are called
3. CUFTEncy. _ . ¢ simple money.:
b. commodity money. d. custor.

9. The difference between representative money and fiat money is that
a. representative money can be converted into silver or gold; fiat money cannot.
b. representative money is worth more per dollar than fiat money, which is

actually worthless.
c. fiar money is counted in co:us, replesentative money is counted in paper

dollars.
d. fiat money is more traditional than representatwe money, Wthh is.a newer

concept

Two units of the same type of money must be the same in terms of what they will

10.
bury, which is the pxmapie of " :
. a. functionality. ¢. pricing.
b. value. : : . - d. uhiformity. .

- Chapter 10 Section 1: Quiz

N

TRTE




NAME _ . CLASS DATE

Section 2: Guided Reading and Review _ R

‘E’Ea@ ngﬁ@w @‘E ﬁaﬁ“ﬂﬁ@é’l@@ﬁ‘@ Banking

TR Y e Y T S ) O N RS T I s S RO 2 1o

A As You Read :
" As you read Section 2, fill in two supporting facrs or details under each main idea by answenng ;
each question. : : : . : ;

Main Idea: Before the Civil War, banking in the United States shifred between a centralized sys-
tem and independént séate and local banks.

1. What were the first two attempts to centratize U, S banking, and when were they I
operauonP

- 2. What problems were assoctated with the Free Banking Era (1837—1 863), dominated by
* state-chartered banks?

Main Idea: Reforms of the late 1800s stabilized the banking system.

3. How did the National Banking Acts of 1863 and 1864 promote stability?

4. How did the gold standard promote stability?

-

Main Idea: Banking reforms early in the twentieth century helped strengthen and centralize
American banking.

3. How did the Federal Reserve System, established in 1913, begin to manage the money sup-
ply?

T T

6. Whar guaréntee was made available to bank customers in 1933%

B. Beviewing Key Terms
Complete each sentence by writing the correct term in the blank provided.

@ Prentice-Hall, Inc,

7. One advantage of the ' was that the government could only issue
currency i it had gold in the treasary to back it : o

8. The was a paper currency printed with green ink that was issued by
the U.S. Treasury durmg the Civil War but not backed by gold or silver. :

9, Afn) receives, keeps,_and lends money.

10. The nation’s central banking system is the




© Prertice-Hall, inc.

NAME : . N CLASS DATE

- Section 2: Quiz
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A. Key Terms

Match the descriptions in Column 1 with the cerms in Colurnn I Write the letrer of the correct
answer in the blank provided.

Column § : Column 3
____ 1. an institution for receiving, keeping, and lending money a. FDIC
2, the cent_vral banking system of the U;;Jited States ° ' b bank
_ 3a government institution that covers bank accounts against bank failure . greenba-ck

System
B. Main ldeas '

Write the letter of the correct answer in the blank provided.

5. What is the gold standard?
a. a system that uses actual gold coins as a country’s money
b. a system in which a country’s money is backed with gold
¢ a carrency system in which each dollar is worth Yzo of 2 pound of gold
d. a money systern in which the paper currency is good in more than one conniry,

6. When was the first Bank of the United States formed by the Federalists?
a. during the American Revolution
b. in the late eighteenth century
¢. in the first quarter of the nineteenth century

- d. after the Civil War

7. During the Free Banking Era, between 1837 and 1863, banking in the United States
- was dommated by which of the following? ‘
a. small, independent banks with no charters ¢, state-chartered banks
b. the nationél bank of the United States d. savings and loan banks

8. After the Civil War, the National Banking Acts gave the federal governmeat the
power to do all of the following except?
2. insure banks against failure. -
b..charter banks. .
c. require banks to hold adequate gold and sﬂver
d. have a sitigle national currehcy. :

bankmg system was reformed in which of the followmg ways?
a. The governraent paid.off loans for large corporations.

b. The Federal Reserve Banks were closed.

c. Banks were deregulated by the governgpent. -

d. The bankmg system was taken off the gold standard.

10. The savings and loan crisis in the Eate twenueth century was caused at Ieast pamally _
by which &f the. following? : ‘
a. lack-of checking accounts and inadequate business [oans . e
b. inadequate money supply and lack of federal coverage of savings and loan banks .
c.' overly strict regulation, low inferest rates, and lack of cohisunier cornfidence S
d. high interest rates, bad loans, and fraud

4. a paper money that was issued by the U.S. Treasury during the Civil War  d. Federal Reserve

- Chipler40 Seetion 2 Quiz
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Section 3-Guided Reading and Review

l@@ﬁm‘a@ F@@%@y

A. As You Read

As you read Section 3, supply the requested information on the lines provided.

Define M1,
1.

Define M2.
2.

List five services that banks offer.
3.

.

4
5.
6
7

Describe four types of financial institutions.
8.
9.

10.

11.

B. Reviewing Key Terms
Define the following terms.

12. money supply
13. hquidxty

14. demand deposit . — : _ s

© Prentice-Hall, inc.

15. money market mutual fond

16. fractional reserve banking
17. defaule

18. moxtgage

R 19, credit card _

20. mterest_‘
21. debit card .

22. 'g:r_editor

A 0 Bection3: Giided Reading ang Review
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' _  Section S'VQuiz
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A Key Terms
Match the descriptions in Column I with the terms in Coluran I Write the letter’ of the correct
answer in the blank provided.

Column i
1. device that allows its ho]_clei"r,to buy .goqu baséd o a promise té']f:iﬂjr " A default, -
- 2 speczﬁc type of foan that is used to bay real estate < bi fractional -

3. system ‘that keeps only a small part of a dcp051t on hand and iends out’
the rest . ; c. mortgage

4. failure to Pay back a'loan d. credit card

5. device that allows its holder to buy gbads and have the payment deducted e, debit card
from a checking account

B. Main M@as

Write the letter of the correct answer i the blank provided.

6. What is the d_ifference between simple and compound interest? -
a. Simple interest is paid as long as the money stays in the bank; compound interest is
only paid for a year at a time.
b. Simple interest is paid once a year; compound interest is paxd at least qaarterly
c. Simple interest is paid on the principal only; compound interest is paid on both
principal and interest.
d. Simple and compound interest are two names for the same thing.

7. The money supply of a country is made up of which of the following?
a. only the M1 money available in an economy
b. only the M2 money available in an economy
* c. all the money available in an economy
d. all the money avallable in an economy plus money that the country could horrow

o
by

Why are funds in checkmg accounts called demancl deposns?

a. They are available whenever the depositor writes a chéck for them.

b. They canbe- ‘paid to anyonewho-writes and presents-a-check for them.
¢ They will be paid without a check being drawn if necessary.

d. They are kept without interest by the bank

®

What is a credit unien? 7

a. a bank that takes deposits but does not make loans

b. a bank that "sﬁecializ'es in retirément savings accounts

¢ a modified type of savings and loan that makes loans for housing
d. a cooperanve lendmg institution for a parucular group

10. How does a bank make most of its proﬁt on its business?
a. by collecting fees on credit card purchases
b. by collecting fees on safety deposit boxes, traveler’s checks, and certified checks
¢. by receiving fees from the government for handling federal and state accounts
d. by paymg out less in interest on deposits than it earns in interest on loans

reserve banking

‘Chiapter 10 Séction 3: Cuiz
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Bankmg Services and Fees

"Busy Americans need more flexibility in all areas of therr
lives, including their banking, but at the same time, banks
have increased fees more than 10 percent in the last two
years. Keeping that in mind, do you agree or disagree with
the following staternents?”

Statement Agree  Disagree
A "Americans have a right to expect  79% 21%
flexible banking end a wide range
of services at a reasonable cost.” .
B. “Bank fees accurately reflect the 48% 52%
sost to develop new and more
flaxible services.”
C. "The government should restrict B1% 43%
the amount of fees banks can
charge for special services.”

&Eﬁ%@@mﬁ@amﬁaﬁﬁ@ Public Opinion P@EE

CLASS DAVE

Mz Galbraith’ economics class was asked to conduct public opinion polls on banking fees and -
services, exploring the need to control fees versus the desire. for new or more flexible services. -
Half of the class conducted Poll A; the other half conducted Poll B, Review the Econonic Skills.
feature on page 249 of your textbook. Then analyze the questions in and responses to the two
polls shown below and answer the questions that follow.

lankmg Services amﬂ Fees R

“Busy Americans are demanding more services anci more
flexlbllrty in their banking, lsading to an average increase in
banking fees of more than 10 percent in the last two years as-
banks attemptto meetthat demand. Kéeping that in mind, do
you agree or disagree with the following statements?”

Statement . Agréz  Disagree
A. “Americans have a right to expect % 24%
flexible banking and a wide range
of services.” )
“Increased banking fees allow 53% - 82%

banks to offer mors flexibility and a
widerrange of services.”
€. “Government intervention in setting . %5% 45%
barking fees may interfere with
a bank's ability to develop new
services,” -

1. What is the purpose of the polls?

favor of banks or in favor of COnsVmers.

2. Pmnt out key words and phrases in the mtrodnctlons to Pol[ Aand Poll B that show a bxas in

3. Why do you think 2 larger percentage of people agree wrch statement A in Poil A than w;th

statement A in Poll B?

4. What argument might a banker make using the results from statement C in Poll B?

LT3

5. If you were a politician trying to get accurate mformation about the public’s opinion on
banking fees, how would you rephrase the three statements in these polls?

a.

=t

) (8 Lhepter 10 Economic Skilis
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Each of the sentences below has to do with money and banking, Compiete each sentence and use
it as a clue to help you supply the missing lettets in the corresponding numbered itern.

1. ) Mo
2. e Y
] 3. O N_ -
4. Bl
5 e Y
: 6 it A
7o e N____
D
9 B_
' 10. - e A
| 11. o N_
12. _.._K
A L
M. . N , B
15. e G
1. All the money available iﬁ-the United S,tatés is 8. Money is ﬁsed as a(n} _
called the. : . 9, Without money, people use a system of to
P A change to the encouraged public confi- exchange goods and services. *
% .'dence m the natmn s cumency. 10. Sometimes borrowers , of fail'to pay back
T3 serves as a medium of exchance, a unit of their loans. '
% account, and a store of value. 11. Money that is valuable because the govemment
s 4. During the Civil War, the U.S. Treasury issued says 8o is called _ oy

, @ paper currency printed with green ink. 13 Most people keep their money in a(n)

.-

5. ‘The M1 category of money consists of assets - 13. Salt cattle, and precxous stones have been used
that have , OF €asy avaﬂabxhry U
o % .as__..in various societies. LR
6. Aln) can be convenient for making p ur- 14. The price pald for ‘the use of borrowed money _

- chases, but it can encourage users to spend
more than they intended to spend.

i§ called

15. When people buy a new horne, they usua]l.
have to takeoutafn) - -

7. Paper bills'and coins are knownas—____.-

Cilapﬁér.-‘iﬂ-"\fﬁj
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A, As You Reaaﬂ

As you read Section 1; supply: ithe mlssmg information about the functxons of the fmanczal inter-
mediaries in the chart below. :

‘i Banks, Savmgs and Loan B B P
Associations, {Eredit Unions .
2. Finarice Companies 2.
3. Muotual Funds 3.
4, Life Insurance Companies 4.
3
5. Pension Funds 5.

. B. Reviewing Key Terms
Complete each sentence by writing the correct key term in the blank provxded

6. Before putting money into mutual funds, a potential investor can review the fund’s perfor-
“mance in its” - ‘

7. The use of assets 10 earn income ot profit constmutes a{n)

8. To transfer money betwcen savers and bonowets, allowing investment to take place, an
economy heedsa(n) ...~ _. .

9, Securmes is another name for .-

10. The lower the Hskin an Investment the Iower its

11. The collection of all one’s financial assets makes up one’s

Chapter 11 Section 1: Guided Rea ding and Review 13
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Section 1: Quiz

g@%ﬁﬂﬁ'ﬁ@ and |E‘W@S‘ﬁﬁ§ﬁ@

A. Key 'Il"erms v
Match the descriptions in Column I with the terms in Column II. Write theletter of the correct.
answer in the blank provided. o .

Coliima i

Colemn [
1. ;ed1reci:mg resources from being consumecl today to create future a. financial system

benefits b. portfolio

M

arrangement that allows the transfer of money between savers and

¢ -investment .
borrowers

d. financial intermediary . -

institution that helps channel funds from savers to borrowers

) . . e. diversification
4, spreading out investments to reduce risk

5. collection of financial assets

B. Main ldeas

‘Write the letter of the correct answer in the blank provided.

6. What is the money an investor receives above and beyond the money initially
investad called?
a. savings ' c. return
b. liquidity d. investiment

7. What is a prospectus?
a. a pool of money from various investors ‘ 3
b. a report monitoring an individual’s investments
c. a collection of financial assets ’
d. an investment report for potential irivestors,

8. Why is a certificate of deposit considered such a safe investment?
a. It is issued by a savings bank.
b. It is gaaranteed by the federal government.
¢. It pays a relatively low rate of interest.
d. It cannot be redeemed whenever the investor- wants the money.

9, What is 2 mutual fund? ,
a. a device for pooling the savings of maay investors and investing itin a variety of ways
b. a group that makes loans to investors who sometines have a history of not paying
back their loans
c. a group that borrows money from many dlffelent sources to lead to its members
d. a company that collects money from people to insure then: families against their
loss of income

© Prentice«Hall, Inc.

T I

K

¥ 10. How does a pension fund act as an mvestor?‘ '
4 : a. The fund lends money to those who are also investors in it.
b. The company invests the money collected from employers and/or employees
. ¢ The company uses > money collected from the employees asa fund to f:nance the
company.
d. The fund uses, 1ts oW money to mvest not the money that is invested in it

T

{34 Chapter 13 Section 1: Quiz
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" 10. corporate bond

NAME : CLASS DATE

Section 2: Guided Reading and Review £ .

@@m@g amﬁ @ﬁh@ﬁ” Fm@mlaﬁ ﬁ@g%ﬁg

A As You Read

As you read Section 2, answer the questions on the lines provided.

1.. How does an investor earn money by buying bonds at a discount?

=

2. What are Standard & Poor’s and Moody’s ratings based on?

3. What advantages;_éo bonds offer to firms thz_it issue them?

4. What disadvantage do bonds present for the issuer?

5. (a) What types of government bonds are available to investors?

(b) Which type offers the greatest tax advantage?

6. What three organizations help ensure value and prevent dishonesty in the bond market?

7. {(a) What is the mvestment advantage of money market mutual funds over CDs and savings
accounts? :

{b) What is the disadvantage? |

8. (a) In financial asget markets, how do capital markets dlffer from money markets?

(b) How do primary markets differ from secondary markets?

B, Reviewing Key Terms -
Defme the followmg terms.

9. matunt:y

1t. ;unkbond . “ ':. ' ' .

12. coupon rate

»

Chapter 11 Section Z: Guided Beadingéhdﬁéx‘{iﬁw
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Section 2: Quiz
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B, Key Terms ' SN
Match the descriptions in Column I with the terms in Column II, Write the letter of the correct :
answer in the blank provided.

Colwmen | _ T ' , - Golwmm bl

. 1. amount that an investor pays to buy a bond - " & cOﬁpon rate

2. time at which payment is duetoa bondholder b matunty o ’
—___ 3. low-denomination bond issued by the U.S. government c. pa-r value -

oo 4. bond issued by a state or Jocal government autﬁority d. savmgs bond

5, interest rate that a bond issuer will p'a.y‘to abondholder e mumczpai boid

B. Main ldeas

Write the letter of the correct answer in the blank p10v1ded

6. What is a corporate bond?
a. a bond issued by a local government but sold by a corporation
b. a bond issued by a corporation as a way to borrow money
c. a high-risk investment in the proceeds of a corporation
d. another name for corporate stock

7. What is the Securities and Exchange Commission?
a. an independent agency that advises the governmert about financial markets
b. a government agency that sells treasury bonds and other U.S. financial obhganons _
¢. a government agency that regulates financial markets and investment companies ‘ : N
d. a privately owned investment corporatmn that sells bonds and other investments

8. Why would investors buy a junk bond?
a. They want to invest in a particular company although it may not pay off.
b. They have so much money that they do not care whether the bond will pay off.. -
¢. Junk bonds are sold by more interesting companies than are regular bonds.
d. junk bonds pay a potentially higher level of interest than other bonds.

9. What is the difference between a primary market and a secondary market?

a. A primary market is financial assets that can be redeemed orily by the original
investor; a secondary market’s assets can be resold.

b. A primary market is-paid first if 2 company is in trouble; a secondary market gets-
what s left.

c. A primary market is redeerned by a company s assets; a secondary market is
redeemed by what is owed to the company.

d. A primary market is money lent for less than a year;a secondary market is money-'
lent for & fonger time. :

@ Prentice-Hatl, Inc.

. 10. How does the risk involved in a money market mutual fund compare Wlth the nsk .
' of a certificate of deposit (CD)? o
a. The risk of the money market mutual fund is less than that of the CD.. -+ o
b. The risk of the money market mutual fund is slightly greater than that of the CD. . -
" . The risk of the money market mutual fund is'much greater than that of the CD. '
d. The risk of both is about. the same, , : B

(T8 'ChépteriiSaniinn2:ﬂui'z,-':-z._
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Section 3: Guided Reading and Review
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A. As You Read
As you read Section 3, supply the missing information to compilete each sentence in the spaces
provided, )

1. Income stocks pay

=

2. Growth stoclcs can be profltable because they

3. Investors expemence capItai gains when they”

4. Investors suffer capital [osses when-they

5. Stocks are riskier than bonds because

6. Blue chip stocks are traded on the - -

7. A put option is the option to

8. During a bear market, investors sell because

. B. Beviewing Key Terms ' \
Match the descriptions in Column I with the terms in Column 1L Wiite the letter of the correct
answer in the blank provxded You will not use all the terms.

Column | ’ : Colommn i
9. steady, extended rise in stock market a. stockbroker
-% 10. electronic marketplace for stock not listed on an ~ b. options
= . R ‘ .
E . ' organized exchange c. bear market
E 11. claims of OWnershxp in a‘corporation d. Great Crash
@ 12. making high- risk investments with borrowed money e. brokerage firm
in the hope of gettmg a big feturn ; - & :
o ’ 13. market for buymg and selhng stock k. bl_JH m?.rket
' 14. person who links buyérs and sellers of stocks g./equmes
.ﬁ 15. 1929 collapse of the stock market : h. OTC marker ‘
U 6. business specializing in irading stocks - %P eculan?n
e N 17. contracts to trade stock'at a spec1f1c pnce and nme jo stock exchange
-ﬁ\% _ in the future '

i T - ' ~ Chapter 11 Section 3: Gvided Reading and Review ~ 17)
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A. Key Terms

Match the descriptions in Column Lwith the terms in Columa II. Write the letter of the correct
answer in the blank provided. '

Column 1 o - Column i
1. pedod durifxg which'the stock mau;ket falls steadillyb‘ _7 - a. OTC market
___ 2. business that specialiies in‘tréding stocks | : b. capital gains
3. difference between a higher s.élling price and a lower buying c bfokéragé f1rm . _' '
price realized by the seller of stock S d. option ST
4. electronic marketplace for stock thgt is not liSted. ortraded'on ' . pear market

an organized exchange

§. contract that gives an investor the right to buy or sell stock

B. Main ldeas

Write the letter of the correct answer in the blank provided.

6. What does the New York Stock Exchange do?
a. buys and sells stocks but not bonds for private investors who have extremely large
amounts of money to invest :
b. arranges stock and bond trading of the jargest and most established compantes in
the United States ’ -
¢. handles stoclk and bond trading on the Internet
d. arranges the buying and selling of blue chip stocks only L L

=, What kind of stockbroker is a daytrader? . . e
a. one who deals with the U.S. market onty and does not trade in the Far East )
b. one who specializes in certain kinds of stocks that are related to people’s day-to-
day needs ) : s
c. one who buys and sells stocks on a minute-by-minute basis to try to make a profit -

& one who will not wait until the next day to trade a stock

8. What are the Dow and the S&P 5002 __
a. averages of stocks and bonds that are traded oftén :
b.. camulative records ofall stocks sold on the NYSE and other major exchanges
. ¢ indexes that track the sales of all the stocks and bonds in the United States
d. indexes that show the performance of limited but representative stocks

9. What was one outcome of the stock market’s Great Crash in-1929 that lasted for.

more than 50 years? . o o
a. Ordinary people were afraid to invest in the stock rilarket.
b. Finandial ruin affectéd miillions of people who had not been investors. | .
c. Millions of people were kept out of work.  *
d. Money was hard o borxow. :

10. What does the w.cs'_rad spéculation mean to an economist? SN
a. investingin a type of stock the buygr knows little about '
b. making small, high-risk investments with surplus morey
c. making high-risk investments with borrowed money '

. d. investing in low-risk stocks with surplus money

H

{38 Chapter 11 Section 3:Quiz 5.+
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Graphs and Charts
Reading a Stock Market Report

T A T L PR Ay T P g e T 28 AP T G AT )

Trish is studying for an economics test and knows she will be asked questions about the stock
market and stock listings. To help her, Cole prepares a table tracking three stocks over a three-
day period. Then he prepares a set of tips and questions. See how well you wou!d do on Cole’s
study guide if you were Trish. .

: R ) i, - ¥l MNei
High low | Steck | Sym. | Div. % | PE | f00s | High tow : Close | Ghg.

Day1| 2575 | 1650 | Gartner | IT | 1.19 70 | 17 | 11309 | 17.00 | 1425 | 1700 | +44
12250 | 68.00 | GenBlec | GF 140 | 11 40 | 49831 | 721.13 | 178.06 | 11925 275|
7850 | 38.94 GenMot | GM |200 {31 | 9| 14712 | 6431 | 6313 | 6363 | 1069
Dayz | 2575 | 1650 | Gartner | IT | 119 ;72 | 17 | 2682 ) 1850 | 1425 ; 163 ~.69
12250 | 6900 | GenBlec| GE | 340 | 12 | 39 | 25220 12250 | 11563 | 11800 | ~1.25
7875 | 38.94 | GenMot | GM 200 32| 8| 8640 | 6508 | 6200 | 6206 | ~i57

Day3| 2575 | 1650 | Gartner | 1T 119 | 69 ;| 17 | 11861 18.00 15.00 | 1731 | +1.00
12250 | 69.00 | GenEec CGE {140 |12 39 | 67150 | 12025 | 115.00 | 117.13 | -87
7850 | 3894 | GenMot |  GM | 200 {29 | 14 | 23322 70.19 68.88 | 69.00 | +6.94

1. Identify the stocks and the information presented. Review the abbreviations key ia the
stock listing on page 287 of your textbook, thén study Cole’s table. {a) What company uses v
the symbol GM? . (b) What is the symbol for Gartner? ______ {c} How many -
shares of General Electric were sold on Day 1?2 (d) On which day was the largest
number of GE shares sold? {e) What was the highest price paid for General
Motors stock on Day 1 and for the past 52 weeks?

2. Compute the value of your stock. {a}How much did one share of Gartner cost at the close
of market on Day 1 and Day 3?7 .- i {b) Did Gariner’s stock gain or lose value on
Days1and 32— (c) If you had bought 10 shares of Gartner at its lowest price on
Day 1, how much would you have paid for it2 .. {d) How-much would your

. 10 shares of Garemer stock be worth at the end of the trading day? {e}Tf you had
bought 10.shares of Gartner at its highest price on Day 1, how much would you have paid?

. {f) Suppose that.you own 100 shares of Geperal Motors and 40 shares

of General Electric. How:much is your portfolio worth ar the end of Day 2?
(g) Based on the:change in stock prices, how much did its value fall between Day 1 and’

o Day2d s

3. Determine generaltrends in the stock miarker. FBefore buying a stock, a wise investor
" will‘track its pérfoinance tb see if jts price has been generally'going upor going down.
(a) Which of the thréc stocks is erading closest to its high price for the year?
B Which sf0ck is trading closest, to its low price for the year? - (c) Overthethree  *~
days, which stock showed consistetitdownward changes? {d) Over the three days;
Tiow minch Werg 500 shires'of Gartner worth at their peak? (e) Over the three
das Sfibwed the greafest price inicrese? - S

o
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Use the following clues to complete the crosswaord puzzle,
Aeross 19, Sefling stock et a price higherthanthe  * *' 7. Aninsfitution thathelpé"bhaﬂnelfunds
2 An investmentreportto pmenuaf investers ongi:}purchase grice hnngsﬂ'nesellera frnm saverstu hurrowers iS'a-fnancial .
: cap : £
is aln , =
5, Muf,gv;;e‘sm receive hevondihelr , Elalmsnfownershlpmacorporautm ire "8 Af na:;:;ajw - altaws thﬁtgznsf;roi E
originlinvestmentisthe ___ ROWA a5 _ lmﬂne' S ee_ saygr,s_‘e:m‘ OTTOWES. [
6. Aln} ___ bond isisstedbya corporation #. ... bonds aieissued by ol gov?(n - 9:-'Acla!n}unﬁeprgpextynrmcemeofabus— ?i
ta raise money for business expansion. me"foﬂfP“blm :mpruvements. T -12 :_Klwer;$a;ﬂﬂ§ﬂ%:aiﬁ ko b
10, The short name for the Sectrities an'd : S : ' steady rise Tn the stock market over time
Exchange Commissionisthe__ Down. o isknownasafn) - market”
1% Ant_ bondisissuad by’ehe . S gov- 1 Contractsthataﬂmmnvesturstobuyor 1, Pai\;mintl; duetoabondhofdera’ctheﬁme
J—— o se!lastockatapamcularpnce withina . L ofthe honds . :
12. Asteady dropinthe stockmarketuver : specified fmeare ___.. ,1 hondsar[;eiower-rated potermall',r
fime is caled alr) ____ market L 2 The;mrchasapnceofa bumi wh;chtsto - hlgher-pa\,un s, o
13. Anelectronic marketthattrades stack not be repaid at maturt, s e bonds__. " Alg) __fund P;“'“
listed on an urgamzeéexchangelstermed 3 Acol#eesttlur[lofﬁnancxaiasselsmakesup i ge?nmafgr;n;nw 1;a)l:, " nth' .
overthe-__ _ an investar’s elfing ower than the pur-.
1. Using assetstaeamsncameer pmﬁtcﬁn_ 8" Amasket or huying and sefing stockis. ., - chase prige leaves the mvestq with a
smutesﬂ{n}___ known asafn) . o capﬂai
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December is‘approaching, and Sylvestor Investor is anticipating a year-end bonus of $10,000.
Sylvestor and his wife, Frugala, agree to fivest the money rather than spend it. Sylvestor is so eager
that he begins daytrading in November, losing almost the whole month’s paycheck. Alarmed,
“Frugala packs vp his computer and sends it to her cousin Wilder in the Australian outback. When his
bonus atrives, Sylvestor has to find other ways to put his money to work.

Investigation

Frugala immediately sends Sylvestor to tlie bank
with his bonus check. There he places all $10,000 in
a savings account, promising himself not to settle for an
interest rate of 2.9 percent for any longer than DECESSALY.
The bank’s financial adviser suggests that Syivesbor COf-
sider certificates of deposit or possibly mutual funds,
and Frugala suggests that he buy more life insurance.
Wilder, in. his thanlc-you letter for the computer, asks if
be can borrow $1,000 to invest in a drive-in theater his
buddy wants to build, Sylvestor listens to the sugges-
?.'EOHS bt stll[ wants totalk to a stockbroker

1. What financial intermediaries does Syivestor use
or consider using?

2. Where would Syivestor go to talk toa stock-
- broker?

3. How does speculation enter the picture?

4, If Sylvestor waits a year, how much will he have
- to inves_t?

ﬂww&sugatmn 2.

AAA-rited bonds in Steaﬂ Hand I—Iardware In¢. He .
buys the fur state bonds at'a § percént interest rate

" and the three Steady Hand bonds at a 6.5 percent
* rate, Sylvestor also buys two $500 bonds from a high-

tech firm at, 7 percent, due in three years, at a total
dlSCOLIIlt of $50 '

1. {a) Whatis the matunry f0r each of the three
-bond. groups Syivestor buys? S :

{b) The coupon rate?

(¢) The par value?
{d) Which does he Buy' for less than par? _

2. (a) Which of Sylvestor’s new investments are
municipal bonds? - -

{b) Corporate bonds?

3. For which bond purchases did Frugala probably
. consult Standard & Poor's? .

- ﬂwwestnga’tmn 3

The fmancml adviser from Sylvestor’s bank
suggests a mutual fund that holds a number of
popular stocks and gives him an investment report on
the fund, Sylvestor’s boss also offexs to sell him com-
pany stock at a low price if he buys it within thrée
jmonths. After some thought, Sylvestor buys $1,00¢*
“worth of Internet stock, $1,500 worth of blue chip
stocks, and $800 worth of stock in a promising new
Jsportsyear company that reirivests its earnings in new

‘growth. He keeps the remaining $750 to buy company. -

‘stock from his boss. Finally, he sits back and hopes for
2, bu!l market

DA

1. A(a) Which of Sylvestor’s stocks probably trades
over-the-counter?

(b} On the NYSE?

2. (a) For which investment potential does Syivestor
receive a prospectus?

{b) An option?

3. From which stock may Sylvestor expect cap1ta1
gains rather than dividends? R

4, Why would Sylvestor hope for a bul] ma:ket?’

70
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