Economics Ch 11 – Financial Markets
Savings and Investment

1. There are two things you can do with your money – ________________________ or __________________________. __________________________ is income not used for consumption.  If you put your savings to use, its called _____________________. _____________________________ – refers to money lent to businesses. _________________ _________ – is when individuals put their savings into financial assets, such as CDs, stocks, bonds, or mutual funds. 
Banking Financial Intermediaries
2. Banking financial intermediaries consist of banks, S&L’s, and credit unions. Most offer ___________ and ________________ deposit accounts that pay slightly higher rates than savings rates. They can lend loans to borrowers.  They charge __________   _________________ of interest than they pay to savers, that is how they earn a profit. 
Nonbank Financial Intermediaries
3. This group consists of _______________________, mutual funds, pension funds, and _______________________________________. _____________________________ pool money from many different investors.  The investor receives shares in a fund consisting a variety of stocks, bonds, or other financial assets.  Once purchased, a _______________________ makes investment decisions concerning the whole fund.  
Investing in a Market Economy
4. So you want to invest, how do you determine what assets are right for you? The first thing you want to do, is determine why you are investing, or your _______________ ______________________. This is a financial goal that you want to meet in the future. Some goals are:



_____________________________________________________


_____________________________________________________


_____________________________________________________


_____________________________________________________
Investment Objectives

5. Two issues pay a major role in determining which investments work best to achieve your goals. ____________ – is this a short term goal (vacation) or long term goal (retirement). _______________ – how much money do you have left after paying current expenses?  Will you income change in the future? The answer to these questions will help determine what your ____________________________________ will be. 
Risk and Return
6. Another related issue to consider in you financial objectives would be – ___________ and ______________.  _______________ is the possibility for loss on an investment.  _______________ is the profit or loss made on an investment.  On average, investments with _______________ risk have a ________________ return, and investments with ______________ risk have a _________________ return. 
High Risk and Return Investments
7. _____________________ usually have a higher risk and return because your money is invested in one company.  If the company does well the stock price will __________ ______ and so will your investment, if it does poorly then the stock price _____________________ in value. ________________________________ are also considered high risk because the company can go ______________________, but the return can be high if they are __________________________.
Low Risk and Return Investments
8. _________ and __________________________ are considered low risk because you are guaranteed to receive at minimum your principal. ________________________ is your initial investment, or the money you originally put into the investment. Another type of low risk investment would be ____________________________.  These are bonds issued by the federal or state governments.  The only way you wouldn’t get you money back is for the government to go bankrupt and not pay back its loans.      
So what type of return do you want?
9. The best method to protect yourself, and maximize your return is through _____________________________.  This means that you have invested in various assets. For example, a younger person (20 -35) may invest in:


__________

Stocks


__________

Mutual funds


__________

CD’s


__________

Bonds
Buying and Selling Stocks

10. Corporations sell stocks to generate ___________________ to operate their business. The first time a stock is issued to the public, it is called an ______________________ ____________________________ or IPO.  If you buy the stock then decide to sell it, you sell it at a _____________________________. Any profit that you made for the selling of your stock is called __________________________.  And yes, you will be taxed by the _______________________________________ if you make a profit.  They consider it part of your income. 

Why buy stock?
11. _________________________________________________ – which are a share of a corporation’s profits which are paid back to stockholders. 
      _________________________________________________ – by selling stocks at           

     higher price than the purchase price. 
Types of Stock
12. __________________________ – is a share of ownership in a corporation, and it gives shareholders voting rights. _________________________ – gives shareholders a share of profit (paid before common stockholders) but no voting rights. Most people own _______________________________.
Trading Stock
13. Most investors will purchase stock of a company when they perceive their value is likely to increase. Investors who want to purchase stock, usually use a _______________________________. They are sometimes called ______________. For a ___________________________ they will buy or sell securities for customers.

Organized Stock Exchanges
14. The __________________ is the oldest and largest stock exchange in the US. It is located on _____________________ in New York City. They are home to nearly ___________________ of the largest and most successful companies that trade stocks. Most NYSE traded companies use a ticker symbol of ____________ letters or less. What do these symbols stand for? 

      ___________________, ____________________, _________________,    
_____________
________________________ is similar to the NYSE, but the companies are   generally smaller.    

         





 
Electronic Markets

15. The term _________________________________ (OTC) is used to describe stocks not traded on the NYSE or AMEX. Essentially, these stocks are traded electronically, via computer. The ______________________ is the second largest stock exchange market. The stocks cover a wide sector of the economy, but the majority are involved in technology. NASDAQ stocks traditionally have ___________ letters as a ticker symbol. Can you identify these symbols?


_____________________, ____________________, and __________________ 

Futures & Options

16. A __________________________ is a contract to buy or sell a stock on a specific future date at a preset price. An ________________________ gives an investor the right to buy or sell stock at a future date at a preset price. Most investors do not trade futures or options because they are complicated and _______________________.
Measuring How Stocks Perform
17. On the evening news, the stock market’s performance is mentioned on a nightly basis. They use a _________________________ to measure the performance of a group of stocks. The _______________________ (DJIA) is the most well known.  The DJIA is an index of _______ companies that measures changes in the prices at which stocks are traded.  Other indexes are the ______________________________ (S&P 500) and NASDAQ Composite
Tracking the Dow
18. Changes in the Dow, reflect trends in stock market prices. The term, _____________ ________________, occurs when stock market prices rise steadily over a long period of time. A _________________________ occurs when stock prices decline steadily over time. 
Bonds & Other Financial Instruments
19. Investors may choose from different kinds of bonds to invest in.  Investors must consider the risk, ___________________, and ____________________. _____________________________ is the date when a bond is due to be repaid. __________________________ is the annual rate of return on a bond. 
Types of Bonds
20. The US government issues ______________________ (treasury bills/bonds) that are considered virtually ________________________. Bonds issued by states or local governments are called _____________________ bonds.  The funds raised from these bonds help build schools, roads, and public facilities. They are considered ________________ investments. Companies can issue __________________ bonds.  They pay higher than government bonds, but have more risk involved. Lastly, certain corporate bonds, ____________________, are high-risk, high-yield means of investment.  The average investor should not use these as a type of long term investment.
Buying Bonds
21. Most investors purchase bonds because they want guaranteed __________________ ___________________. _________________________________ are important considerations for bond investors. _________________________________ are also a consideration, whether they are high or low will determine if consumers purchase bonds. 
Other Financial Instruments
22. ______________________________________ (CD’s) have a maturity date and either _____________________ or ________________________ interest.  Consumers will receive the principal back with interest. _______________________ _____________________________ (MMMF) allow investors to own a variety of short-term assets, such as T-Bills, municipal bonds, CD’s and corporate bonds. 
