“Investing Basics”
or
“What goes up, must come down”
Vocabulary:
“Blue-Chip” = a high priced stock of a leading company that pays regular dividends.
“in the black™ =operating at a profit or being out of debt.
“in the red”= operating at a loss or being in debt.
dividend= a sum of money paid to shareholders of a corporation out of profits.

Dow Jones Industrial Average= an average of the stock prices of major industries.

commodities= goods such as coffee, wheat, sugar, corn,etc. that are traded on a
commodities market, rather than stock in companies.

Use the information sheet to define the following terms and answer the following
questions.

Define:

I. Stocks

2. Securities

3. Bonds

4. Bull Market

5. Bear Market

6. What is the Federal Government (U.S.) Agency that regulates or oversees the
trading of securities

7. A rapid fall in stock prices is called




Look at the stock page from the newspaper. Use the “How to Read the Stocks”
section to interpret the stocks about which you are being questioned.

8. What was the last price that shares of Chipotle sold for on this day?

Was this more or less than the day before?

By how much, if any, had the price changed?

What was the highest price of this stock in the last year? (52 weeks)

What was the lowest price?

Does Chipotle pay a dividend?

0. What was the last price that shares of Costco sold for on this day?

Was this more or less than the day before?

By how much, if any, had the price changed?

What was the highest price of this stock in the last year? (52 weeks)

What was the lowest price?

Does Costco pay a dividend? How much per share?
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DCK MARKET or STOCK EXCHANGE A place
here stocks and bonds are bought and sold. Since

Ties/a stock market is sometimes called a securi-

ties market. .
Large companies often need extra money to

fund expansion and to help cover operating

costs. To raise money, they or €hared
_CEwheTE in theit companicy GEITHbY

issuing(bondy) or certificates of debt, promising
to repav the monev borrowed. plus interest. -

Individuals invest in securities to make a
profit. Most stockholders receive dividends, or a
share of the company’s profits. Bondholders re-
ceive interest. Investors may also make a profit
by selling their securities. This sale of securities
takes place in the stock exchange.

Stocks and bonds are traded on exchanges.
The largest and most important exchange in the
United States is the New York Stock Exchange

. Activity on this and other
exchanges often signals how well the economy
is doing. A bull market—when stock prices rise—
usually indicates economic expansion. A bear
market—when stock prices fall—usually indi-
cates economic contraction.

A rapid fall in stock prices is called a crash.

The worst stock market crash in the United
States came in October 1929. To help protect
against another drastic stock market crash, the
federal governmentset up the Securities and

wl Eﬁxnge Commission (SEC), which r_eguiateé

2rading of securities.

itocks and bonds together are known aslecuri-—

Selected World Stock Exchanges

Exchange
New York Stock Exchiange (NYSE)

Products
stocks, bonds

American Stock Exchange (AMEX) | stocks, bonds

(New York)

National Association of Securities | overthe-counter
Dealers Automated Quotations stocks
(NASDAQ)

London Stock Exchange stocks

Tokyo Stock Exchange stocks, bonds,

futures, options

Stock Exchange of Hong Kong stocks, bonds,

commodity futures

German Stock Exchange stocks
(Frankfurt)

MONOPOLY A situation in which only one seller
controls the production, supply, or pricing of a prod-
uct for which there are no close substitutes. In the
United States, basic public services such as elec-
trical power distributors and cable television sup-
pliers operate as local monopolies. This way of
providing utilities is economically more efficient
than having several competing companies run-
ning electricity or cable lines in the same area.

Monopolies, however, can be harmful to the
economy. Since it has no competition, a monop-
oly does not need to respond to the wants of
consumers by improving product quality or by
charging fair prices. The government counters
the threat of monopoly either by breaking up or
regulating the monopoly.

TRUST A form of business merger in which the
major stockholders in several corporations turn over
their stock to a group of trustees. The trustees then
run the separate corporations as one large com-
pany, or trust. In return for their stock, the stock-
holders of the separate corporations receive a
share of the trust's profits.

American business leaders of the late 1800s
used trusts to stifle competition and take control
of entire industries, as in a monopeoly. Trusts
were outlawed by the Sherman Antitrust Act of
1890. However, business leaders eventually
found other ways to merge corporations in an
industry.
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;preferred:stocks.
‘Last: The price at which stock was trading
“1|  +whenexchange closed the previous day.
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FOOTNOTE ABBREVIATIONS
asExtraidividend or extras in addition to

| regilardividend. b: Indicates annual rate
+{ ~of dividend-and that a stock dividend was
it| ~paid-c: Liguidating - dividend:New52-

“beensuspenteg fpmtrading,lacis

market:midkersort

: zdeaiamd,nr_pmdmprenedmgnnmanﬁs

it¥hatithere:isnt a regulardiviclent ate.

#FAnnudlTate,increase.oniastdeciaration.

- sgsiinticates: dwndendmneammgsare in
‘Ganadiangurrency. Stotktrades in'Us.
‘currengy. Nowield:or:PE given.uniess

: smteﬂun-tl.‘s.vmrrengy.’.h::cumpany has

porailly:does not

‘meetNastiag: rewﬁrements i Indicates

amount:detlared.or
tividenth:or split.}

id-after astock
ident;paid:thisvear, -

‘but-Gividend:omiittet-or-déferred,-or no
action‘taken, at last-dividend meeting.

k: Dividend declared:or paid this-year

on cumulative issues with dividends in
arrears. if-late filing with SEC. m: Annual
rate, reduced andast.declaration. r: New
issuewithin:the;past 52weeks. The'high-
low range begims:with the start-of trading
and doesnot-cover entire 52.weels. ;-
inifial.dividend,:annual rate unknowr; vield
not shown,pp:- ‘Holder owes instaliments

of purchase:price. r= Indicates a cash y
dividend-deciared or paitin:;preceding 12

months,;plus astotk dividend. r&Rights.

.assumed by suth companies. wd: When

fo.25:percent or more in past 52 weeks.
The high-low range is adjusted from the
old stock. Dividend calculation begins
with the date of split or stock dividend.
t:Paid in stock in preceding 12 months,
estimated cash value on ex-dividend or ex-
distribution date, except Nasdag listings,
where payments are in stock. u: New
52-week high (includes intraday trading).
um: Units. v: Trading halted on primary
market, vi:-Company in bankruptcy
proceedings of receivership, or securities

distributed. Conditional on distribution

of shares. wi: When and if issuted. Stock
may be authorized but not yet issued; it
may be a new issue; or it may have been
split. wt: Warrant. The right to buy & set
number of shares at a specific price and
until a certain date. ww: With warrants.
x: Ex-dividend, meaning the seller of the
stoak, not the buyer, receives the fatest
declared dividend. xwr; Without warrants.
y: Stock is ex-dividend and few shares
traded, so sales total is given in full, not in
hundreds. z: Sales total is given in full, not
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