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Investing 101: How to Make Your Money Work for You
Download all Associated Files for this lesson from our Website



Summary: This lesson provides students with basic knowledge on types of investments and investment strategies. Included within the presentation are short videos which provide more in-depth information/examples on each topic.
 
Keywords: ask price, bid price, Bonds, Compound Interest, Diversification, Dividend, Exchanges, Investment, Mutual Funds, Portfolio, Preferred Stock, Primary Market, Principal, Risk Averse, Risk Tolerance, Secondary Market, Stock Market, Stocks, Systematic Risk, Unsystematic Risk
Subject TEKS: 
§130.164. Securities and Investments (One-Half to One Credit)

(2)  The student maintains, monitors, controls and plans the use of financial resources in order to perform key duties in the securities and investments industry. The student describes investment analysis and selection processes. The student is expected to:

(A)  describe types of investment objectives;

(B)  consider the nature of investment risk;

(C)  express the nature of diversification strategies;

(D)  understand factors to consider when selecting investments;

(E)  relate information that can be obtained from financial statements and annual reports;

(F)  communicate the nature of a mutual fund prospectus;

(G)  describe fundamental analysis used in making investment decisions;

(H)  relate the nature of technical analysis;

(I)  verbalize strategies for selecting investments;
§111.43. Mathematical Models with Applications, Adopted 2012 (One Credit).
(4)  Mathematical modeling in personal finance. The student uses mathematical processes with algebraic formulas, numerical techniques, and graphs to solve problems related to financial planning. The student is expected to:
C)  analyze types of savings options involving simple and compound interest and compare relative advantages of these options.
Grade Level: 
Lower bound:  10th grade

Upper bound: 12th grade

Target grade: 11th grade 
Learning Objectives: 

The learner will: 

· Identify the different types of investments using PowerPoint notes with no errors.
· Apply knowledge of investments to the “How the Market Works” activity to create a portfolio with positive results.
· Demonstrate knowledge of key terms by completing the vocabulary activity with no errors.
· Discuss the differences between types of investments with no errors.

· Demonstrate a basic knowledge of how investing works with few errors.   

Time Required: 
· Time needed to complete PowerPoint and vocabulary activity: 2 ½ class periods (2 class periods for PowerPoint and ½ class period for vocabulary activity)
· How the Market Works Activity: time varies depending how long the instructor sets the activity to last. This activity can also be discussed during a class period for the amount of time a teacher allows.
Materials: 
· Presentation screen and computer to present the PowerPoint

· Laptops or computers for students to use with “How the Market Works” activity.

· Pencils

· Paper with vocabulary activity 

· Scratch paper for students to take notes 
Background/Concepts for Teachers: 
In order for the teacher to effectively teach this lesson, one must have a thorough basic knowledge of investing and how it works. Specifically, one must know: what is investing, how does investing work, risk tolerance, types of investments, and portfolios and diversification. This would allow teachers to answer any questions students may have. 
Vocabulary / Definitions: 

Ask price – price quoted for those who want to sell

Bid price – price quoted for those who want to buy

Bond Ratings - a grade given to a particular bond that indicates its credit quality

Bonds - an interest-bearing security that obligates the issuer to pay the bondholder a specified sum of money, usually at specific intervals (known as a coupon), and to repay the principal amount of the loan at maturity
Common Stock – represents ownership in a company and claim on profit, with one vote per share

Compound Interest - interest calculated on the initial principal and also on the accumulated interest of previous periods

 Diversification - a risk management tool that mixes a large amount of different investment mediums within a portfolio

Dividend – a sum of money paid regularly by a company to its shareholders out of its profits

Exchanges – can be physical or virtual; facilitates trading of securities between buyers and sellers

Investing – the act of committing money or capital to an endeavor with the expectation of obtaining an additional income or profit

Mutual Funds – an investment vehicle that consists of a pool of funds contributed by many investors in order to invest in stocks, bonds, and other assets
Pension Programs - type of retirement plan where an employer puts money into a pool of funds that is invested on the employee’s behalf
Pooled Funds – investment from many individuals that are aggregated specifically to be invested
Portfolio – a conglomerate of different financial assets that helps balance risk and return according to the investor’s risk tolerance 

Preferred Stock – a type of stock that is usually guaranteed a fixed dividend
Primary Market – where securities are created and stocks are initially issued through IPO
Principal – initial sum of money 

Risk Averse – refers to an investor who, when faced with two investments with a similar expected return, will prefer the one with the lower risk
Risk Tolerance – a measure of how much risk you can handle as an investor
Secondary Market – where previously-issued stocks are traded
Social Security – government program that is paid for by an income tax that will be given to retirees and those who are disabled
Stock Market – facilitates the exchange of securities between buyers and sellers
Stocks – a general term used to describe the ownership certificates of any company
Systematic Risk -  risk inherent to an entire market that is unpredictable and impossible to avoid
Unsystematic Risk –company- or industry-specific risk that is inherent in all investments and can be reduced through diversification
Volatile – refers to something whose value fluctuates frequently
Lesson Introduction/Motivation: To start the lesson, the teacher will ask students how they might make money.  Lead them into a discussion about their knowledge about investing. Some students may know quite a bit, others may not know anything, but this will get students to start thinking about the lesson before it begins. They will be able to make connections as they go on in the lesson based on what they learned in the discussion. 

Presentation/Explanation: The PowerPoint presentation included in this lesson goes over the basics of investing, including: what is investing, how does investing work, risk tolerance, types of investments, and portfolios and diversification.  Although this is not meant to be an all-inclusive, start investing right now lesson, it shows students why investing is important for their futures, as well as gives them basic knowledge to build upon. Included in the presentation are several short videos to enhance the concepts presented.
Activity/Application: Paper trading may be the best way to learn about the stock market.  These mediums allow students to actually trade without using real money, which gives them a hands-on application of what they might do later in life.  This activity requires teachers to make a contest account on https://www.howthemarketworks.com/register/.  After this, students will register for this contest and trade to see who can make the most money.  This activity is detailed in the handout “How the Market Works—Hands-On Activity”.
Assessment/Evaluation: 
Investing Vocabulary Activity consists of 26 fill in the blank questions with a word bank provided. This demonstrates a student’s knowledge of the key terms presented in the lesson. 
Lesson Closure: 
To wrap up the lesson, students will write down in a journal or on a piece of paper their success or failure from the “How the Market Works” activity. They will reflect on what they could have done differently, what worked best, or how they could have improved. This will allow them to think critically about what they have learned and demonstrate a knowledge on the subject.
Lesson Extensions: 
For more advanced students, one may enroll in a public contest on “How the Market Works” to test their knowledge and skills of the stock market with others. 

Resources: 
http://www.howthemarketworks.com/ 

https://www.youtube.com/watch?v=immQX0RKFY0 or https://youtu.be/immQX0RKFY0 
References: Cite your sources!!

· Investopedia Staff. "Investing 101: A Tutorial For Beginner Investors." Investopedia. Investopedia, 30 Mar. 2017. Web. 17 Apr. 2017.
· Hayes, Adam. "Bonds." Investopedia. Investopedia, 11 Apr. 2017. Web. 17 Apr. 2017.
· Investopedia Staff. "Stock." Investopedia. Investopedia, 30 Dec. 2015. Web. 17 Apr. 2017.
· Investopedia Staff. "Mutual Fund." Investopedia. Investopedia, 28 Mar. 2017. Web. 17 Apr. 2017.
· Investopedia Staff. "Diversification." Investopedia. Investopedia, 08 Jan. 2015. Web. 17 Apr. 2017.
· Investools Staff. (2014, July 10). “Investing Basics: The Power of Compounding. [Video File]. Retrieved from https://www.youtube.com/watch?v=immQX0RKFY0
Authors: 
Emily Pruitt 
© Partnership for Environmental Education and Rural Health at 


College of Veterinary Medicine & Biomedical Sciences, Texas A&M University  

Funding support from the National Institutes of Health Office of Research Infrastructure Programs (ORIP)

© Partnership for Environmental Education and Rural Health at 


College of Veterinary Medicine & Biomedical Sciences, Texas A&M University  

Funding support from the National Institutes of Health Office of Research Infrastructure Programs (ORIP)


