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 Uncategorized
 What’s New on StockTrak – Spring 2024
  Written by Kevin Smith 


Spring 2024 is already upon us – here at StockTrak we’ve been hard at work bringing the latest and greatest improvements for classes in the new year!
Cryptocurrency Updates
Our first major change is coming to our cryptocurrency trading pit. For the last several years, we have supported open trading of every “coin” under the sun, but this Spring trading will be limited to only the top 100 cryptocurrencies (by USD capitalization). We are making this change for two reasons:
	By limiting the number of symbols in the system, we are able to drastically improve the speed at which prices update in our system. Previously there were delays for up to 30 minutes for some symbols – now all prices for cryptocurrencies will be updated every 15 seconds.
	Our new system and crypto price feeds allow far more data per symbol, on-par with our offerings for US equities. This includes daily volume, day’s high/lows, and day’s change, which previously were absent from our cryptocurrency trading.

Our list of available cryptocurrencies will be updated each semester to reflect changing market conditions.
Options Update
As we continue to improve our Option Spreads offerings, this spring will have a minor update to our margin requirements for options. This change is unlikely to be a game-changer for most classes, but will bring the StockTrak margin calculations in-line with brokerage standards for both naked options and all of our supported spreads.
Support Ticket Update
StockTrak prides itself on excellent customer service, including our Live Chat during market hours and email support ticket system. Starting this Spring, students can also submit and manage their support tickets directly through their Messaging Center at the top of each page to see a full history of any support tickets they have submitted, with our team’s responses.
This also means that students who had a typo in their email address when registering, or entered no email address at all, will have improved access to our support system and on-site notifications for any replies to tickets they have submitted – and fewer emails to their professors about questions regarding StockTrak.
Fractional Trading Support
Starting this Spring, professors will have the option when creating their class to allow fractional trades for equities (stocks and ETFs). This allows classes to give students much smaller pools of starting cash to be more realistic for personal investing right out of school, while still allowing a fully-diversified portfolio.
White-Label Enhancements
For schools that use our White-Label solution for their trading rooms, we have more enhancements for the Spring as well.
This includes more customization for your registration confirmation emails for students, the ability to have multiple registration paths – in cases where your school also has special events, like high school recruitment challenges or campus-wide investing competitions that may need different registration information than a regular student. Registration flows can also be modified on-the-fly by your account manager in case last-minute changes are needed.
Ability To Disable Rankings
Class Rankings have historically been an integral part of keeping students engaged in their portfolios, but some schools have expressed reservations that some students become overly competitive, or it distracts from the focus of building their own team portfolio.
With this in mind, starting this Spring professors will have the ability to disable the rankings for their classes – students will only be able to see their own performance (and not relative to the class as a whole). This setting is not part of the standard class creation flow, but can be toggled at any time by our support team by using our Live Chat.
Budget Game – International Mode
For schools using our Budgeting Game for personal finance classes, we are introducing a new “Region” setting to the budget game. This allows professors outside the United States to have an experience more in-line with the realities of their location. For Spring 2024, we are including Canada (outside of Quebec), Canada (Quebec), Great Britain, Australia, New Zealand, and Mexico as other regions.
Regional selections impacts the prices for all events in the game (based on the real-time FX rates from our existing prices in USD), withholdings on the user’s paycheck/paycheque (including the spelling of “Paycheck/Paycheque”), default income tax rates, and variations on some of the built-in lessons (replacing our existing “Sales Tax” lesson with a lesson on “VAT”, for example).
Budget Game – User Feedback
Professors using StockTrak in a Personal Finance class also will find we have enhanced our feedback to students as they play through our new Feedback Module, as part of our enhanced Summary Report.
The Feedback Module has 6 components:
General Stats
The General Stats shows some of the same information that students see in the “ribbon” at the top of the budget game itself.
What is new here is their total “bonus points” (points they earned from hitting monthly savings goals and building their emergency fund), plus a gauge indicator for their credit score.
Quick Stats
“Quick Stats” is more about what students have accomplished financially through the whole game, in terms of big metrics that can really make-or-break their financial future.
	“Bills Paid On Time” is how many total bills they recieved that were paid on or before their due date.
	“Total Late Fees” is the total amount of money they paid out in late fee penalties through the game.
	“Total Interest Changed” is the total amount of interest payments they have made on their credit card through the entire game.
	“Total Interest Earned” is the total amount of interest earned on their savings account throughout the game.

Savings Goals
Savings Goals looks at how many months the student has played the game, and how often they set, and hit, achievable savings goals.
The system provides personalized feedback based on areas of improvement – particularly if they need to be more aggressive or more conservative with their goals, and tips on how to do better in the future.
Emergency Fund
One of the primary objectives of the budget game is for students to understand the importance of building an Emergency Fund. If students had not yet saved up a $1,000 cushion, the system will give them a reminder of how important this is, and to focus on building that safety net in the future.
Credit Score
Credit Score Feedback is based on how many total credit score points a student could have earned so far in the game, and gives them tips on what they can to to continue to improve in the future.
For example, this “555” credit score is after having played 3 months of the game (where students start with 450, this student has already improved their score by over 100 points), saying there has been an excellent use of credit. However, if after 5 or 6 months, the credit score has not continued to improve, the feedback would give specific examples of what steps they need to take to do better going forward.
Weekend Choice
Last, students get a polar area chart of how they have chosen to spend their weekends throughout the game so far, so they can visualize how they have been spending their time.
The system also gives them personalized feedback in each of the 4 categories, outlining how they use their “free time” is likely to impact their personal finances in the real world.
Coming Soon
We have a full roadmap ahead of additional features we will be rolling out over the course of the Spring semester as well. This includes enhanced support for splits on Options, new automated buyouts/spin-offs, SSO/Rostering support with various LMS systems (for schools with a site license), updates to our Mobile App, improvements to our built-in Symbol Lookup for equities and options, and additional PDF exports for various statements and summaries in our Budgeting Game.
We hope you are excited as we are to roll in this Spring! If you have any feedback or suggestions for future improvements, feel free to let me know directly at ksmith@stocktrak.com!
-Kevin Smith, StockTrak Director of Product Development

 Student Blog
 Download Our Mobile App
  Written by Alaana Kumar 


Unlock the potential of your investments with the StockTrak Mobile App – the must-have tool for today’s investors. Available on iOS and Android, StockTrak Mobile ensures you stay connected to your investments.
Don’t miss out on this game-changing app. Download StockTrak Mobile today:

Download on the Apple Store 
Download on Google Play




 Uncategorized
 Foundations of Personal and Family Finance
  Written by Cassandra Wood 


Mary Lou Poloskey teaches the Foundations of Personal and Family Finance at UT at Austin, where the McCombs School of Business has their own branded site of the Stock-Trak virtual trading platform.
She uses both of the StockTrak financial simulations, the Stock Game, and the Budget Game.
Her class projects that use Stock-Trak have multiple parts, some are individual, and some are done in groups. There are four projects in all in her class, two of them are using the Stock-Trak simulations and lessons. Each project is worth 10% of their overall grade.

Budget Game
The individual component includes completing the 12-month Budget Game. For the first 4 months students are in the part-time game mode. During that time, they are college students with part-time jobs, and then they graduate (in the simulation) and work full-time for the following 8 months.
Poloskey customizes the standard of living to reflect the cost of living where the university is based. She adjusts the housing and taxes for her state. She also adjusts the default settings for the starting cash in the game. She provides students with $2,500 in their savings and $1,000 in their checking account that they earned from their summer internship.
There is a written component for the Budget Game that is completed in groups. Students must answer the following questions as if they are the individual from the game. She presents the scenario as if the student has graduated, and now it’s 8 months later. They have the same financial situation they had while playing the Budget Game.
	How much do each of you have in savings at the end of the game (state the highest & lowest ending savings amount out of all group members). Is this enough of an emergency fund? What amount ($) should the person in the game have accessible in case of an emergency? (Show support for how you came up with this number). What (if anything) should you be saving for besides the “emergency fund”?
	List at least 3 expenses that you incurred during the game that surprised you (things you would not have included in your budget). List at least 3 expenses you expect to incur when you graduate and are working that are not included in the game. Should you budget for these?
	Did you all use your credit card? List at least 3 advantages and 3 disadvantages of using credit cards. What was the highest ending credit score among your group members?
	What did this group member do differently from the rest of the group that caused the higher credit rating?
	How is net worth calculated in this game? List 3 things that could increase your net worth over the next year.
	What was the highest quality of life score among your group members? Did the group member with the highest quality of life have the least net worth? Why or Why not?
	Come up with 3 Financial Goals (one short term, one intermediate & one long-term). Use the SMART approach to support each goal.
	What have you learned from this game/project? How will this change your current budgeting? How will this change your budgeting when you graduate from school and start a full-time job?


Stock Game
For the Investing Project Module, students have an individual and group component. 40% of their grade is based on the individual part that includes:
	Setting up their portfolio in their Stock-Trak accounts (20%)
	Watching Stock-Trak tutorial videos (10%)
	Answering Investment Strategy Questions (10%)

The Investment Strategy Questions help students determine which stocks and ETFs they will purchase in their virtual portfolios. Below are the questions that students must complete and submit as a Word document.
	Do you think the current Business Cycle is in an expansion or a contraction phase?
	What specific economic data have you based this on?
	What is your risk tolerance? How will this affect your investment strategy?
	Based on the above questions which specific industries/types of investments will you invest in? (Do not list specific companies).

Poloskey adjusted the default settings for the Stock Game so that students are using a buy & hold strategy. Below are some of the main settings she uses:
	Initial Cash: $25,000
	Security Types Enabled: Stocks & ETFs only
	Day Trading: Disabled
	Margin Trading: Disabled
	Position Limit: 10%
	Trade Notes: Required

Students are required to invest in 4 Stocks and 3 ETFs, no more and no less. With one of the ETFs being the S&P 500. There is a strict due date to complete all the orders, and then the rest of the semester students hold and watch how they perform. With the goal of investing all their initial cash based on how they answered their investment questions.
The remaining 60% of the Investing Module is based on the Investment Portfolio Analysis project that is completed in teams. She ends the trading period several weeks before the end of the semester, that way all portfolios are frozen while students conduct their analysis.
The groups consist of 3-5 students. They compare their portfolios and choose 2 Stocks and 2 ETFs to present to the class in a 5 to 7-minute presentation. In their presentation, student teams must answer the following questions:
	What was your best performing stock amongst the group during the period? Why did you include this stock in your portfolio?
	What was your best performing ETF amongst the group during the period? Why did you include this stock in your portfolio?
	What was your worst preforming stock amongst the group during the period? Why did you include this ETF in your portfolio?
	What was your worst performing ETF amongst the group during the period? Why did you include this ETF in your portfolio?
	How did the market (as represented by the S&P 500) perform during the period? What events caused the market to perform this way over the last two months? How many of your portfolios outperformed the market? You will have to compute the return on your portfolio. Portfolio return = (Current Portfolio value – $25,000)/$25,000.
	Has this project changed how you plan to invest in the future?

Mary Lou Poloskey has graciously shared her class projects and syllabi so that other professors can see how she incorporates StockTrak within her course.
Please click the link below to get access to the Fin322F HDF 322 Syllabus Fall 2022. Below that are the details for each her class projects.
Download




HDF 322/Fin 322F
Personal & Family Finance
Budget Project 
Fall 2022

This project has individual & group parts.
Individual Part  (30 points)
Each student will play the Budget game for 12 months. The first 4 months you are working part-time while in school & then you graduate (Yea!) and work full-time for the following 8 months. As a student working part-time, you will not be making enough to cover all of your expenses, but you have $2,500 in savings and $1,000 in your checking account (from your summer internship). In month 5, you start working full-time. Your paycheck goes up, but so do your expenses.
For this project, we are using the Budget game on StockTrak. Later in the semester we will be using the Investing part of this site. For now, DO NOT do anything in the Stock Game, only go to the Budget game!
To register for StockTrak go to: [Poloskey shared the registration link here].
Our game F22 Personnel Finance has a password. Register using the name you are enrolled in this class under and then choose a username (others will see in the ranking), passwords to access the game, and enter your email address for password resets.
There are 2 deadlines for completing the individual budget game online.
	Tues. Sept. 13th   10:00pm – Part A – register for StockTrak and watch all the assigned videos and complete the first month of the game. This is listed as First Assignment in the game (See right hand side of screen when you are logged into StockTrak)
	Sat.   Sept. 17th 10:00pm – Part B – complete the remaining 11 months of the game. This is not listed as an Assignment in the game, but the game will end and you won’t be able to play it anymore. You will be able to review final results.

Group Part (70 points) 
Complete this part after finishing your individual games. The group part of your project is due Fri. Sept. 23rd at 10:00pm (uploaded to Canvas).
Each group will upload one Word document answering the following questions. List your group members names. Only list those that actively participated on this assignment. Business writing needs to be concise but thorough. To receive full credit for this part all questions must be answered completely. The Word document should be neat & well organized. Number each response, use proper grammar, etc..
Discuss and answer the following questions as if you are the individual in the game and have been out of school for 8 months, and have the financial situation represented in the game.
	How much do each of you have in savings at the end of the game (state the highest & lowest ending savings amount out of all group members). Is this enough of an emergency fund? What amount ($) should the person in the game have accessible in case of emergency? (Show support for how you came up with this number). What (if anything) should you be saving for besides the “emergency fund”?
	List at least 3 expenses that you incurred during the game that surprised you (things you would not have included in your budget). List at least 3 expenses you expect to incur when you graduate and are working that are not included in the game. Should you budget for these?
	Did you all use your credit card? List at least 3 advantages and 3 disadvantages of using credit cards. What was the highest ending credit score among your group members? What did this group member do differently from the rest of the group that caused the higher credit rating?
	How is net worth calculated in this game? List 3 things that could increase your net worth over the next year.
	What was the highest quality of life score among your group members? Did the group member with the highest quality of life have the least net worth? Why or Why not?
	Come up with 3 Financial Goals (one short term, one intermediate & one long-term). Use SMART approach to support each goal.

What have you learned from this game/project? How will this change your current budgeting? How will this change your budgeting when you graduate from school and start a full-time job?



HDF 322/Fin 322F
Personal & Family Finance
Individual Part of Investing Project
Fall 2022

Individual Part will include your investment Strategy Questions, watching StockTrak videos and setting up your portfolio. These individual parts make up 40% of the project grade. The other 60% will be your group presentation at the end of the semester.
Individual Investment Strategy Questions (10%) due Friday, Sept. 30th at 10:00pm Upload to Canvas under Investing Project Module the assignment is called Investment Strategy Questions.
Answer the following questions in complete sentences. Number your responses. This assignment will determine which stocks & ETFs you “purchase” for your individual portfolio (last individual part of this project). Upload a word doc to Individual Investment Strategy Questions on Canvas.
	Do you think the current Business Cycle is in an expansion or a contraction phase?
	What specific economic data have you based this on?
	What is your risk tolerance? How will this affect your investment strategy?
	Based on the above questions which specific industries/types of investments will you invest in? (do not list specific companies).

StockTrak videos (10%) due Sun. Oct. 2nd at 10:00pm
Go to https://mccombstrading.stocktrak.com
Use the same username & password from the Budget Game we did earlier this semester. This is set up as an assignment in StockTrak.
Portfolio set-up in Stocktrak (20%) due Thurs. Oct 6th at 3:00pm
This project will be using StockTrak. Go to https://mccombstrading.stocktrak.com
Use the same username & password from the Budget Game we did earlier this semester. Use the Stock Game tabs to buy stocks & ETFs and monitor your investments. You can “purchase” your stocks & ETFs between Mon. Oct. 3rd – Thurs. Oct 6th 3:00pm (Closing of the market). You can place a trade at any time, but they will only execute when the market is open.
	Account setup in StockTrak:	You must buy 4 Individual Stocks and 3 ETFs for your portfolio (7 total investments)The Stocks & ETFs you purchase must follow your Investment Strategy.Each student has $25,000 of faux funds to invest in the game. Each account must be fully invested, with no more than $2,500 in a cash account. One of your investments must be a S&P 500 ETF (which will track the market). You can buy VOO or SPY or another ETF, as long as it is the entire S&P 500.Each trade requires trade notes, you must document why you are buying each stock or ETF.

	After you choose the initial 7 stocks/ETFs, you will hold & watch those investments for the rest of the semester.


	You must be fully invested ($22,500 – $25,000) by the end of the trading day, Thurs. Oct 6th (3:00 Austin time). Make sure all trades are executed, they do not happen instantly.

You are deciding which 4 stocks (no more or less) and which 3 ETFs (only 3, one of the three must be a S&P 500 ETF) and how much to put in each so that at least $22,500 is invested.



HDF 322/Fin 322F
Personal & Family Finance
Group Part of Investing Project 
Fall 2022

Group Project Investment Portfolio Analysis (60% of Investing Project grade)
Stocks will continue to trade until close of trading day on Fri. November 18th. You can’t work on this until after that date! Your portfolio will freeze at that point – the game ends, but you can still access it, amounts will not change.
Each group has 3-5 members. You will need to look at each of your investment portfolios & meet collectively as a group to compare. You will prepare a 5-7 minute presentation covering:
	What was your best performing stock amongst the group during the period? Why did you include this stock in your portfolio?
	What was your best performing ETF amongst the group during the period? Why did you include this stock in your portfolio?
	What was your worst preforming stock amongst the group during the period? Why did you include this ETF in your portfolio?
	What was your worst performing ETF amongst the group during the period? Why did you include this ETF in your portfolio?
	How did the market (as represented by the S&P 500) perform during the period. What events caused the market to perform this way over the last two months. How many of your portfolios outperformed the market? You will have to compute the return on your portfolio. Portfolio return = (Current Portfolio value – $25,000)/$25,000
	Has this project changed how you plan to invest in the future?

Compare all of your portfolios & decide which 2 stocks & 2 ETFS your group will be speaking about. Even if all or most of these came from one member’s portfolio, you can each briefly discuss at least one. Be sure to split the presentation up equally. Include –
	Use a visual to support your presentation (graph, picture, etc.) You will display it on the Doc camera in the classroom. There isn’t time to set up a computer, so have your visual ready to display on the doc cam.
	Tell why these stocks and ETFs were your best and worst. Include a company descriptions and  the ETF investment strategies (for your best & worst).What specifically happened to make these companies or ETFs perform differently from the market?
	Did economic conditions impact your success? If so, how?
	Would you keep these stocks/ETFs in your portfolio going forward?
	Do your results support active (choosing stocks & ETFS – like we did in this simulation) or passive investing (putting all investments into the S&P 500 or other broad stock index)?
	Conclude with how this project has impacted how/if you will invest in the future.
	Presentations will be during our class period on Wed. Nov.  30th and Mon. Dec 5th. All group members must contribute and present to the class. There is no other way to earn the points for this part of the project.  If a group member is not willing to meet & contribute, let me know and I will assign them a zero & then the group can proceed without that member.


 
 StockTrak Changelog
 New on StockTrak – Option Spreads
  Written by Kevin Smith 


StockTrak has been allowing students to virtually trade options for years, but we have recently updated our option spread trading pit to now make it easier for students to place these trades with the correct legs.
For Fall 2023, StockTrak has completely revamped our Option Spreads trading engine. The Option Spreads trading pit now includes a “Spread Builder” – students choose the type of spread they want, and we establish which legs they need to select.
We also include a description of how this spread works, and charts showing the profit points so students understand how they are building a strategy.

The new Spread Builder currently includes the following types of spreads:
•Covered Call
•Covered Put
•Married Call
•Married Put
•Bear Call
•Bull Call
•Bear Put
•Bull Put
•Long Straddle
•Short Straddle
•Long Strangle
•Short Strangle

•Long Butterfly Call
•Short Butterfly Call
•Long Butterfly Put
•Short Butterfly Put
•Collar
•Long Condor Call
•Long Condor Put
•Short Condor Call
•Short Condor Put
•Iron Condor


If you talk about option trading at all in your Finance class, your students will learn so much more if you let them practice trading them on StockTrak.
If you are new to StockTrak or want to request a demo, sign up for a personal webinar here.
Or if you are ready to register your class, click here to get started!
Happy trading!
Tom and Mark at StockTrak

 Blog
 What’s New on StockTrak – Fall 2023
  Written by Kevin Smith 


The Fall semester is almost here, and we couldn’t be more excited! We have a ton of new features ready for the Fall 2023 – Spring 2024 school year: here is a quick run-down of what you can expect for your classes.
 
StockTrak Version 6.0
Our latest major revision to our core trading platform is complete! Most of our trading pages were completed for the Fall semester, but the full platform has finished the upgrade, including tournament creation, admin reports, and more.
This brings the latest and greatest web design to StockTrak, including more dynamic symbol lookups/reports, more flexible layouts for wider or smaller screens, improved dashboards for both students and users, and an improved launching pad for new additions going forward.
Crypto Trading Pit
We launched our initial cryptocurrency trading support several years ago, but until now trading itself has been combined with Equities. For the Fall semester, cryptocurrencies are treated as a completely distinct security type, which means professors can set separate diversification rules, commission structures, and trading restrictions on crypto only, without impacting equities.
This also means that crypto has its own distinct trading pit – distinguishing it further from our standard equities trading.
Unified Mobile/Desktop Experience
For the last several years, the StockTrak.com mobile website featured a limited version of our portfolio simulation. Along with our “StockTrak 6.0 Update”, we unified the desktop and mobile experiences, giving students full access to all of our platform features (including the all-important research tools) regardless of their mobile device.
We also continue to maintain a separate downloadable mobile app as well!
Option Spreads Update
Our new Option Spreads trading pit is now complete and live for all classes that trade options! Our new and improved Spreads pit is optimized for learning – users choose the spread type they wish to place (from a list of over 20 different spreads), which loads both a description of the spread itself and a chart showing the theoretical profit profile, so users know what they are getting themselves into.
Then users choose the details of each leg (to match the spread type they selected), and place their order. This greatly expands the spread types supported by our system and helps users understand the nuts-and-bolts of the strategies they are building.
Teams
Teams is a feature we released some time ago for schools with a site license, but this Fall we are making it available for all classes. With Teams, you can group your students into “Teams” for a shared portfolio. Each student still has their own login and individual portfolio, but students grouped together in a Team allows their individual portfolios to be aggregated together for a shared strategy.
Team Rankings are also available, based on the team portfolio percentage return (so the rankings are not skewed if you have different numbers of students in each team).
Budgeting Game
For classes using our Budgeting Game in their Personal Finance classes, we also are releasing a host of budget game-specific updates. These improvements will be detailed in a separate blog post.
And more coming soon!
Every enhancement we make to StockTrak comes from feedback from professors and students who use our cutting-edge portfolio simulation in their classes. If there is something that would make a big difference for your class, let us know at sales@stocktrak.com as we plan for the next semester!

 
 Student Blog
 Bored? Invest in Real Estate
  Written by Alaana Kumar 


You often hear of purchasing a home as being an aspirational investment, but what if one day could be today? 
There are two critical things you need to make a big investment: time and money. 
Your investment needs time to appreciate, this gives you the best chance of making a profit when you eventually sell. Additionally, making smart investing decisions takes a lot of research and knowledge. Starting early gives you time to gain experience. 
Money is a bit harder to come by at a young age, but there are numerous options available to first time home buyers. Benefits can include financial assistance options, low payment loans, tax credits, and grants for down payment help and closing costs.
You might be thinking this all sounds like a good idea, but realistically how does one get started? They network. 

Gaining the right contacts can be the difference between making informed choices and making the wrong choices. Talk to seasoned investors, real estate agents, lawyers, and experts about the dos and don’ts of investing – and do your own research too. The more you know, the better your investment, and the better your investment, the better the payout. 
Once you’ve gathered the information you need, take a deep dive into your finances. Review your personal income, expenses, bank statements, credit score, and make sure to truly understand where every penny you earn goes. Once your finances are in order, you can start saving for a downpayment and mortgage. 
It’s also a good idea research and review market metrics too. Consider landlord laws in the area, population growth, job growth, etc. 
Purchasing real estate can provide you with a high return on your investment, tax benefits, and increased cash flow. However, its important to remember that the process takes time, so don’t get discouraged if its a couple of years before you finally make your first investment. The hardest part is always just getting started, so don’t put it off. 

 
 Student Blog
 3 Investment Trends for 2023
  Written by Alaana Kumar 


The start of 2023 has not been a stellar time for investors. The economy is a rollercoaster ride with so many ups and downs, inventors are feeling queasy! 
As we head into February, here are 3  trendy investment strategies gaining popularity in 2023. 
Please keep in mind that we are not advising you in any direction – this article is a starting point, and we always recommend you do further research before making any investment decisions. 
Dividend Stock Funds 
Oftentimes when investors own stocks of public companies, they may receive dividends. You can own stocks through mutual funds, exchange-traded funds (ETFs), or you can own the underlying shares directly with the company. Keep in mind that not all shareholders receive dividends and not all companies issue shares.
A company that offers dividends will base the amount off a percentage of the cost of one share of stock. Therefore, the more stocks you own, the higher your dividend will be. 
Investors often opt for dividend stock funds, because they offer a more reliable stream of income than other investing strategies. 
However, it’s important to note that dividend stocks do not perform well in bull markets, and they are taxed as income.
Dividends can be “qualified” or “nonqualified.” A qualified dividend is subject to a special tax treatment, whereas a nonqualified dividend is taxed with your usual income tax rate. 
High-Yield Savings Accounts 
Like a normal savings account, a high-yield saving account is another place to keep your money as you build wealth. These type of bank accounts offer a higher interest rate than a traditional account; known as an annual percentage yield (APY). The higher the APY, the faster your money will grow. 
Keep in mind that the APY for a given account can change at any time, while this means the rate can increase, it also means the rate can decrease, making it a risker choice than a traditional savings account. 
Certificates of Deposits (CDs)
A certificate of deposit is another type of savings account. Unlike high-yield and traditional accounts, CDs hold a fixed amount of money for a fixed period of time. This time frame can be one year, or even five years, depending on your bank. 
With CDs, your issuing bank pays interest on your initial sum of money. The money must stay untouched until your selected time frame is complete. If you withdraw any money early, you will be subject to penalty fees or lost interest. 
After your waiting period has ended, you’re free to withdraw the amount. You will receive your initial investment plus any interest. Due to the simple nature of this investing strategy, many find it to be a safe option for growing their wealth. 
Conclusion
It’s completely normal to be nervous about investing, but remember, the more you research, the safer your investments will be. 
Remember to be mindful about tax implications when daytrading or becoming an active trader. 
Start by practicing your investment strategies, risk free, on StockTrak.com. Talk to your professor about registering  your class today. 

 
 Student Blog
 Finances are in the Air…
  Written by Alaana Kumar 


This Valentine’s Day, love your finances by practicing value-based spending. 
In today’s economy, you’ve probably heard a lot about saving and budgeting. While responsible spending is key, only purchasing necessities can get frustrating. So, instead of changing your saving-based habits, consider changing your outlook on spending. 
Have you heard of Value-Based Spending? 
Value-based spending means investing in things that bring you joy, satisfaction, and a sense of accomplishment and purpose. Simply put, this means understanding the advantages of each purchase, and the costs associated with it. 
For example, does a $15 movie ticket provide you with the same long term satisfaction as one month of your Netflix subscription? Are your purchases striking the balance between joyful and a good investment? 
Value Based Spending can include purchasing for: 
	Health and Wellness 	Such as a gym membership, fees for recreational sports, hiking equipment, fresh produce, etc. 



	Relationships and Connection 	Taking a loved one out for dinner, going on a trip with friends, buying a present, etc. 



	Self-care 	Getting a haircut, taking an unpaid mental health day, buying a book, getting a massage, and more. 



	Personal growth and education 	Taking guitar lessons, online courses, dance classes, etc. 



	Travel 	Vacations, backpacking trips, semesters abroad. 



And several other activities that represent what you want to get out of life, or simply bring you joy in the short and long term.  
Now, value based spending isn’t an excuse to give up saving all together. My $6 lattes bring me joy – but I know I can’t afford one every day; and in the long run, caffeine and sugar are not contributing to my overall health. 

Where to start? 
Start by setting up a budget based on your values. Your values already dictate your everyday spending–if you’re mindful of how, it’s easier to budget. 
If you’re seeking adventure, you’d probably prefer to spend less on rent and more on travel. Whereas someone who is more of a homebody may spend more on home improvements than vacations and experiences. 
Your values may extend past what you spend on, and may represent what companies you choose to support. Perhaps, you have strong feelings regarding clean eating, so you choose to avoid cheaper fast food joints. Maybe someone else refuses to participate in fast fashion, so their clothes cost a little more, but represent their ethical beliefs. 
Once you have a clear understanding of your values, you can start your financial budget. 

Your Top Three Value Categories 
Once you’ve determined what your financial values are, try and narrow it down to your top three. 
Your top three should strike a balance between what brings you the greatest sense of joy, while still giving you a high return on your investment. 
For example, my top three are: 
	Experiences –  as a personal choice, I prefer to spend money on experiences rather than things. This includes travel, rock climbing, concerts, etc. 
	Education – I find I rarely regret purchases that result in an advanced skill set. This category encompasses tuition fees, books, online courses, museum visits, and more. 
	Self-care – Purchases that contribute to health and wellness are an important part of my overall happiness. Some things that I consider selfcare are my gym membership, skincare products, fresh fruits and vegetables, etc. 

Determining your top three value categories helps you to look at spending as a long term investment, rather than short term gratification. 

Review your values 
As you grow older, your values are always adapting, so make it a point to review your budget once a year. Maybe, you have decided you would like to repay your student loans on a shorter timeline; and this goal may take priority over other financial goals. 
Remember that value-based budgeting is about more than just reorganizing your finances. It’s about developing a healthy relationship with money and spending. You don’t have to feel guilty about splurging every once in a while, but you should understand that what you buy reflects who you are–so buy the things that represent who you want to be. 

 Blog
 New Option Spread Trading Pit
  Written by Mark Brookshire 


As of January 2023…
StockTrak is happy to announce the NEW Options Spread Trading page that allows students to easily construct twenty-one different 2, 3, and 4 legged option spread trades.
You can access the Options Spread Trading by selecting “Options” under the “Portfolio Simulation” menu.


Once you are on the Options Trading Page, click on the Option drop-down menu and select “Options Spreads”

Once “Option Spreads” is selected, the order page (see below) will appear.  On this screen, students enter the stock ticker symbol and then select from the drop-down menu which of the 21 option spread strategies they want to trade.

Here are the 21 Option Spread Trades
	 Covered Call
	Covered Put
	Married Call
	Married Put
	Bear Call
	Bull Call
	Bear Put
	Bull Put
	Long Straddle
	Short Straddle
	Long Strangle
	Short Strangle
	Longer Butterfly Call
	Short Butterfly Call
	Longer Butterfly Put
	Short Butterfly Put
	Collar
	Long Condor Call
	Long Condor Put
	Short Condor Call
	Short Condor Put


Here are some examples of the option spreads strategies that StockTrak offers:
1. Covered Call
When the student selects “Covered Call”, he/she will see the following description and payoff diagram.

Then after entering a stock ticker symbol like AMZN, selecting “Covered Call” and choosing the expiration date, they will see this screen for them to verify the 2 legs of the trade and the estimated cost…



 2. Bull call spread 
 When the student selects “Bull Call”, he/she will see the following description and payoff diagram.

 Then after entering a stock ticker symbol like AMZN, selecting “Bull Call” and choosing the expiration date, they will see this screen for them to verify the 2 legs of the trade and the estimated cost…



 3. Iron Condor 





Those are just some of the 21 option spread trades.  If you want a full demo, please email sales @ stocktrak.com that you want a demo of the Option Spreads.

 StockTrak Projects
 Investment Analysis – Hands-on Learning
  Written by Cassandra Wood 


 Stock-Trak Project
Professor Peter Trager uses the Stock-Trak virtual trading simulation in his Investment Analysis class at the Gatton College of Business and Economics, (University of Kentucky).
“I use Stock-Trak more than other professors,”
 he said, as he introduced himself.
With a background of 30 years on Wall Street, he looks at teaching finance very differently than focusing on theoretical knowledge.
A third of the class grade comes from students using the Stock-Trak platform to manage their virtual investment portfolio. He emphasizes commodities and encourages his students to get experience investing in currencies, mutual funds, and bonds. By the end of his class, Trager aims to have his students be comfortable with all the available products. Not just stocks.
He’s found that students are hesitant to trade in asset classes they are unfamiliar with; even while using the online simulation. So now he has a certain number of trades due every week. By making trade notes mandatory for every trade they place on the platform, students can keep a detailed trading journal. Twice per semester they turn them in, at the midterm and again at the end of the semester.
Part of building a diversified portfolio in his class requires turning over their holdings a few times over the course of the semester. He’s found that pushing students to get direct experience of the financial markets is important to overcoming their fears.
Once per semester, students present in front of the class. They share ideas and talk about what’s going on in the markets. There are 4 students per group and each group presents for 5 minutes each. They’re asked to go beyond the US equity market and look at what’s happening around the world. Students need to think beyond headline news.
Students get practice with different order types as well, like shorting currencies. Trager shows them the trades that made him the most money in his career. He’ll place trades in his own virtual account, like how to buy and sell Japanese Yen. Then, he shows them the available charts and past presentations so that students have everything they need to succeed.

Past Student Trade Journals
Click the buttons below to view two examples of past students from Professor Trager’s class for their final portfolio analysis. They provide their rationale and lessons learned from the trades they placed while using the virtual simulation.

View Trading Journal #1



View Trading Journal #2





Bond Position
Students are encouraged to sell bonds even if the interest rates are up. It helps them understand stocks and other securities.
Multiplier Effect
Students place 2 contracts for futures, and they go over this early in the semester so they can see how much they are exposed in the different markets.
He shows his students 4-5 good looking journals. You can check out a couple of the top journals from past students, as well as an example of an end-of-year group presentation.


He practices the policy of less textbook and exams, but more work. On top of managing their virtual portfolios, 10 guest speakers are invited to speak from the capital markets. Students submit six questions over the course of the semester to contribute to the discussion, based on where each speaker has been.
“Anyone can get lucky. Ideas don’t work and that’s okay. It’s about improving and developing your own investing style,” Trader explained, “I’m a singles and doubles trader myself.”

In terms of class settings, Trager has all the markets and securities available from the beginning of class. Credit and margin trading are harder to understand, but getting exposure early helps to build students’ understanding. For futures, students are recommended to keep them farther out to avoid having them expire worthless.
One big lesson learned was to introduce foreign exchanges earlier in the semester. It all comes back to exposure, and Stock-Trak gives students exactly that.
Professor Trager wants them to learn how the financial markets work and most of them do by being more curious and overcoming their hesitancy to trade and learning about global markets.
Fall 2022 Syllabus
Professor Trager kindly shared his syllabus with us, so that you can take a look at how he structures his course. Click this link to view a PDF for his Fall 2022 class.
View Syllabus


Class Settings
Here are the main trading settings used in Professor Trager’s class. You can fully customize all the parameters to fit the focus of your course. Professors can choose to have their virtual portfolio appear on the rankings page; this has been shown to increase student engagement.
	Trading Setting	
	Securities	Equities, stocks, ETFs, mutual funds, bonds, futures, forex,
	Exchanges	United States, Canada, Brazil, Mexico, Argentina, Chile, Amsterdam, Athens, Brussels, Budapest, Denmark, Frankfurt, Hamburg, Finland, Ireland, Lisbon, London, Munich, Paris, Stuttgart, Sweden, Switzerland, Vienna, Spain, Norway, Hong Kong, Kuala Lumpur, New Zealand, Seoul, Shanghai, Shenzen, Mumbai, Tokyo, Jakarta, Bangkok, Sydney, Taiwan, Tel Aviv, Vietnam
	Initial Cash	$1,000,000
	Margin Trading	Allowed, with a 3% interest rate
	Short Selling	Allowed, with $5.00 as the minimum shorting price
	Day Trading	Allowed, with 300 total trades available
	Position Limit	10% for equities, 25% for bonds, options and mutual funds
	Trade Notes	Required
	Professor Portfolio	Included on rankings page


 StockTrak Projects
 Introduction to Finance – Wall Street 101
  Written by Cassandra Wood 


Stock-Trak Project
Professor Andrew Cohen teaches Wall Street 101, an introductory Undergraduate Finance class, at ODU as well as MBA-level Finance courses at Hampton University.
He actively uses Stock-Trak at both schools, where two of the mandatory assignments and two extra-credit assignments are completed using the Stock-Trak virtual investing platform.
His approach is to provide lots of opportunities to practice investing and offers many extra credit assignments to develop a familiarity with the financial markets. Cohen uses several different platforms and simulations in his class, including Bloomberg, Stock-Trak, and an investing simulation he designed himself called FutureTraders.
First Stock-Trak Assignment
His first Stock-Trak assignment is focused on beginner concepts, like what is a stock, and building a diversified portfolio. All the investing lessons included in the assignment are taken from the Stock-Trak learning library. Each lesson ends with a self-graded pop quiz. He allows students to retake the quizzes to get a better grade.
“I give my students the opportunity to redo the quizzes to ensure they learn from their mistakes and to reward the students who put in the most effort.”
 – Professor Andrew Cohen
He said when describing his teaching philosophy. He sees the “retake quiz” as a great feature that Stock-Trak offers, since it allows students to improve their grades and learn from their mistakes.
The assignment feature also allows professors like Cohen to set a specific number of trades to complete by a certain date. For example, students must place trades like, buy or sell at least 5 stocks or ETFs, short at least 2 equities, and do at least one of each order type, (market order, limit orders, and stop orders, etc.).
Students must explain their rationale for every trade they do, developing their critical thinking for short-term and long-term investing goals. This information is also used in their final class assignment.
A screenshot of a student’s progress in Cohen’s class for the first assignment.

Second Stock-Trak Assignment
His second Stock-Trak assignment goes into more intermediate topics like, bonds, margin trading, understanding price movements, how to read financial statements and other lessons that improve their financial knowledge. He assigns more advanced trades to place in their virtual portfolios as well, like placing a trailing stop order.
As he introduces more advanced security types in class, he makes them available in the simulation. For example, he’ll only turn on option trading halfway through the semester when students are assigned the extra credit assignment on options.
Professors can customize all the trading features; not just at the beginning of the semester, so they can keep students focused on what’s being covered in class so they can practice either at home or in their finance labs.
Before students start the Intermediate Assignment, this is what they can see from their dashboard after logging in.

How to Start a Lemonade Stand – PowerPoint Presentation
A few years ago, the CEO of Stock-Trak, Mark T. Brookshire, shared a PowerPoint presentation on how to start a lemonade stand. This is also incorporated into Cohen’s finance class to simplify concepts, like how can students scale this fictitious lemonade company.
How can they improve their profitability?
And finally, when it comes time to raise capital, how can they do that in the capital markets?

Final Class Assignment
The final assignment of the class is a deep analysis of a stock of the student’s choice. Students must provide qualitative and quantitative reasons why they believe the stock is undervalued and should be bought or overvalued and should be shorted.
They provide their insight on what societal implications impacted the stock’s performance. They perform both absolute and relative value analysis. So, if they choose to study McDonald’s (MCD) they will need to compare it to a similar company like Chipotle (CMG).
Students use the virtual trading platform as individual investors, many of whom register to Cohen’s class from outside the business program or finance department. Nursing, art, math, and engineering students attend his class. For many, this is the only class they’ll take that exposes them to the financial markets.
Cohen has found using Stock-Trak earlier in his course helps students to feel more comfortable investing before moving onto other simulations later. He finds the platform more accessible and intuitive to newbie investors so they can learn through doing and discovering how to invest their money wisely through trial and error.

Fall 2022 Syllabus
Professor Cohen kindly shared his syllabus with us, so that you can take a look at how he structures his course. Click this link to view a PDF for his Fall 2022 class.
View Syllabus


Class Settings
Here are the main trading settings used in Professor Cohen’s class. You can fully customize all the parameters to fit the focus of your course. You can also turn settings on or off throughout the semester.
	Trading Setting	
	Securities	Equities, stocks, ETFs, mutual funds, bonds, and options
	Exchanges	United States and cryptocurrencies
	Initial Cash	$1,000,000
	Margin Trading	Allowed, with a 3% interest rate
	Short Selling	Allowed, with $3.00 as the minimum shorting price
	Day Trading	Allowed, with 10,000 total trades available
	Position Limit	10% for equities, 25% for bonds, options and mutual funds
	Trade Notes	Required
	Performance Measures	Sharp Ratio, Treynor and Jensen’s Alpha


 Press Releases
 PersonalFinanceLab™ Launches LTI and Clever Integration for K12 Teachers and Students
  Written by Alaana Kumar 


Stock-Trak’s PersonalFinanceLab.com website, a popular financial literacy game for high school students, has made it even easier for teachers and school districts to access the platform while maintaining student privacy.  The site’s Budget Game, Stock Market Game, customizable curriculum, and certifications are a perfect addition to the classroom – especially this Fall.
With PersonalFinanceLab™’s new integrations, it will be easier than ever for students to access the games and simulations.  Starting this Fall, teachers can add PersonalFinanceLab™ as an “App” in Clever, and have students sign-on with their existing Clever login.
The site is also launching LTI Deep Linking functionality, allowing schools to add PersonalFinanceLab as an app into the most popular LMS systems, including Canvas, Blackboard, Schoology, Sakai, Moodle, and more. With the new LTI integration, schools adding PersonalFinanceLab to a class will have students only able to access the platform via their LMS system with single-sign on, giving even greater control over rostering and resource access than ever before.
Both the Clever and LTI Deep Linking integration have been added to assist schools keep student data privacy at the forefront, while maintaining easy-to-use setup and reporting features for teachers. PersonalFinanceLab™ has already supported single sign-on from Google Classroom accounts for the past year.
“We have dozens, if not hundreds, of data privacy agreements on file with high schools around the country, and already minimize any information collected whenever possible. Schools are being more careful than ever about how student data is used by external vendors, while teachers really need resources that are easy to use, with detailed reporting on their student progress,” said Kevin Smith, Stock-Trak’s Director of Product Development. “We have been prioritizing single sign-on such as these for the last year to bring schools the best of both worlds, and will continue to keep these concerns at the top of our agenda going forward.”
In addition to the new sign-on options, PersonalFinanceLab™’s Budgeting Game, curriculum library, teacher reporting, messaging systems, and teacher tutorials and guides have also had major revamps ahead of the Fall 2022 semester.
Stock-Trak, Inc.
101 Blvd. Marcel-Laurin #330 – Montreal, QC, Canada – H4N 2M3
For more information: https://www.stocktrak.com/
Media contact: mark@stocktrak.com
Phone: 770-337-7720.
Mark T. Brookshire
Stock-Trak, Inc.

 Press Releases
 StockTrak Inc. launches new features and updates for Fall 2022
  Written by Alaana Kumar 


Stock-Trak, Inc., a leading provider of financial education resources to the K12 and college markets has announced the launch of StockTrak 6 – a completely updated version of StockTrak.com. After collecting extensive professor and student feedback, this redesign is to ensure faster load times, simpler navigation through the site, and an overall improved user experience.
StockTrak’s platform delivers a personal budgeting game, a stock market game, customizable curriculum and financial literacy certifications to help college students boost their personal finance skills and prepare for life after graduation.
StockTrak students learn important life skills like how to build a diversified stock portfolio, trade stocks, EFTs, options, futures, bonds, mutual funds, forex, cryptos, and more. The skills learned align to most state and national standards on financial literacy.
This latest StockTrak update is the sixth major redesign to the site since its original launch back in 1996. In addition to the complete redesign of the StockTrakportfolio, the site will also see a bigger emphasis on charts, performance metrics, assignment statistics reporting, curriculum unit introductions and assessments, improved options spread margins and trading, multi-legged option spreads, real-time forex trading, messaging center, and much more!
In addition to the site’s big changes, current StockTrak users will be the first to use the newest mobile app! The app will be available for both iPhone and Android users. The new app gives a mobile-first experience to allow students to access their portfolio and assignments anywhere with an internet connection. Best of all, The StockTrak App is completely free!
Professors interested in trying out the platform can create a free account to explore all these new and improved features, before registering their class for the upcoming semester!

Stock-Trak, Inc.
101 Blvd. Marcel-Laurin #330 – Montreal, QC, Canada – H4N 2M3
For more information: https://www.stocktrak.com/
Media contact: mark@stocktrak.com
+1 514-465-4261
Mark T. Brookshire
Stock-Trak, Inc.







 Press Releases
 PersonalFinanceLab Launches a Free Financial Literacy Challenge for K12 Students
  Written by Alaana Kumar 


StockTrak’s PersonalFinanceLab.com website offers Personal Finance and Business teachers a unique and customizable tool to teach students how to be financially smart adults. PersonalFinanceLab’s Budget Game, Stock Market Game, customizable curriculum, and certifications are a perfect addition to the classroom!  
Teachers can start the conversation now, when they register students for the FREE Spring Financial Literacy Challenge! 
The competition runs from March 28-April 29th, 2022. It’s the perfect opportunity for teachers to test their students’ financial knowledge, simplify complex topics about how to grow wealth, and even win prizes! Students will love the friendly competition, the bragging rights, and learning useful, life long skills, without realizing they’re in an academic setting. 
While competing in the Spring Financial Literacy Challenge, students practice managing a monthly budget, balancing planned and unexpected expenses, and managing a virtual investment portfolio. Students can invest in US stocks, bonds and mutual funds. 
The Budget Game replicates the daunting transition from student to employee, allowing young adults to test their spending and saving habits, without losing real money. While the Stock Game allows students to realize the balance between risk and return.
These concepts are near impossible for teachers to explain alone in one semester, but with PersonalFinanceLab, students can learn by doing! 
The PersonalFiananceLab Spring Financial Literacy Challenge gives K12 students the space to make mistakes with money and understand the benefits and consequences of being responsible for their own financial well-being!
Teachers can register their students for the Spring Financial Literacy Challenge here.
About Stock-Trak and PersonalFinanceLab.com 
PersonalFinanceLab.com is a web-based experiential education teaching and learning tool designed for personal finance, economics, business, social studies, and math classes for middle and high schools. It is the property of Stock-Trak, Inc., the world’s leading provider of web-based financial simulations for universities, high schools, and the financial services industry.
This unique fusion of technology, real-world market activity, and educational content is specifically designed to bring Financial Literacy to life and increase student engagement and maximize retention, through applied activities, exercises, interactive calculators, video, quizzes and more.
PersonalFinanceLab.com is entirely web-based, which means teachers and students can access all the features, lessons, content, and portfolio simulation from anywhere with an internet connection. There is also an integrated learning resource center that includes over 300 lessons in a variety of business subjects. 
Stock-Trak, Inc.
101 Blvd. Marcel-Laurin #330 – Montreal, QC, Canada – H4N 2M3
For more information: https://www.personalfinancelab.com/
Media contact: mark@stocktrak.com

 
 StockTrak Changelog
 StockTrak Fall 2022 New Feature Update
  Written by Kevin Smith 


StockTrak is looking to ring in the new school year with one of our biggest updates yet! From mobile to budgeting to forex and everything in between, this is all you need to know about our huge pack of new features!
StockTrak 6 – Trading Redesign
Our first (and biggest) update is a complete redesign of the StockTrak portfolio and trading interface. This is the 6 major revision to StockTrak since our original launch back in 1996, and the culmination of the last several years of student and professor feedback.
Don’t worry – all the tools and resources you know and love will be right where you left them! You can even preview most of the new pages right now by going to “Dashboard” on the menu, then “Edit Profile”, and opt-in to our beta program.
Important highlights of the new interface update include:
	Responsive layout takes better advantage of a full monitor, with bigger fonts, bolder charts, and a general improvement on how you can find the information you are looking for.
	Improved trading pits with a bigger emphasis on charts and fundamental company information, with less “empty space”.
	Better open positions with more dynamic portfolio views, quick account summaries, and more information at your students’ fingertips.
	For our white-label clients that brand StockTrak with their school’s colors and logos, updates to your system to recognize sponsors or course content is now faster and easier than ever.
	Completely mobile-optimized from the ground up gives students the same trading and portfolio management experience on their phone as their laptop
	…plus hundreds of other tweaks and improvements to improve our platform’s speed, reporting, and more!

If you already have a StockTrak account and want a preview of the new version, visit your Edit Profile page and opt-in to beta to take a look! You may need to log out and log in and/or clear your browser cache for full impact.
StockTrak Mobile App
Speaking of the StockTrak mobile experience, this Fall we are launching our new native mobile app for both iPhone and Android! While StockTrak can be used with our web version from any phone or tablet, the new app gives a mobile-first experience to allow students to access their portfolio and assignments anywhere with an internet connection.
The StockTrak App is completely free, but users must already have a StockTrak account to access (our app does not currently support new user registration). For our white-label clients, your users can also access StockTrak through the mobile app, but at this time it will not carry over your branding and colors.
Assignment Statistics Reporting
Professors that leverage StockTrak’s built-in lessons, articles, and videos will notice a major improvement to our on-site reporting.
Our previous versions would simply report the grades and whether or not a student completed the tasks that they were assigned. This semester’s update gives a lot deeper dive, both for each student and for the entire class. New data points include:
	The total time taken for each task you’ve assigned
	The individual responses students made to each quiz question (and whether it was “correct” or “incorrect”)
	If your class allows students to re-try the quizzes, you will also get a count of their number of attempts, and responses for each attempt
	Class summaries for the average time all students have taken per task, and average grades on each quiz

Improved Option Spread Margins and Trading
Derivative professors are in for a major update too! This Fall’s update also includes a major change to our option spread mechanics.
Our previous system only supported a limited number of options, with a trading interface that some students thought limited their trading ability (or worse, were not sure how to enter orders for certain types of spreads).
This semester’s update completely revamps the option spreads trading pit, and makes margin calculations consistent regardless of whether students trade one leg at a time, or together as a spread. Best of all, each spread type also includes a short description of how it works, and a payoff diagram showing students their profit and loss profile based on the spread they are attempting to place!
Multi-Legged Option Spreads
Our improvements to our existing option spreads was really just a lead-up to a major overhaul of the spreads system to include many more spread types. Students can now place 3- and 4-legged option spreads in a single order. So bring on the Butterflies and Condors – along with snippet descriptions and profit diagrams to help students get started!
Real-Time Forex Trading
StockTrak has supported forex trading using real-time prices to execute trades for many years, but due to restrictions from our data vendors, we could only display delayed prices.
However, starting this Fall, we have a new data vendor for our currency feeds, now allowing all users to see the real-time bid/ask prices right from the trading pit.
Messaging Center
The last major update for this Fall is our new messaging center, built right into the StockTrak platform. This new inbox system will alert students of splits, dividends, or other corporate actions that have impacted their account, give updates on any support tickets with questions, allow professors to directly message their students (or even their entire class), and more!
Our messaging center is designed to keep your students updated with their StockTrak portfolio – this is a new enhancement to the Forum feature that has been part of the StockTrak system for the last several years.

StockTrak’s Personal Finance and Budget Game Updates 


Curriculum Unit Introductions and Assessments
This is another update for our Personal Finance professors! StockTrak includes over 80 lessons to teach financial literacy concepts. To help break this up for students, we have added new Unit Introductions and Unit Assessments for each of our 5 major content areas (Budgeting, Investing, Insurance, Credit, and Financial Decision Making), with automatically graded assessments for each unit.
Using the introductions and unit assessments is, of course, optional – you can still mix and match lessons in any order to match your preferred course structure.
StockTrak Budget Game – “My Apartment”

For schools using StockTrak’s Personal Finance resources and budgeting/cash flow game, we are launching an important update based on user feedback.
The game currently allows users to make hundreds of purchasing decisions throughout their simulated year – our newest update gives a view of their actual apartment take shape over time.
This means students get a more visible record of the things they’ve chosen to spend money on – and how this is impacting their Quality of Life. Best of all, students will be able to see the Apartments of all other students in their class from the Budget Game Rankings page!
If you have not yet experienced our Budgeting Game, you can find more information by clicking here.
And Much More!
There are also dozens of behind-the-scenes improvements to site performance, report exports, and tweaks to make StockTrak a more valuable tool than ever for your classes. We are looking forward to serving your classes this Fall!
If you have not set up your class already, you can get started for this Fall with the link below:
Create Your Class


 
 Uncategorized
 StockTrak Major Update – Beta Is Open!
  Written by Kevin Smith 


StockTrak’s new version is available for students now!
The StockTrak virtual trading platform has been the gold standard for academic portfolio simulations for over 3 decades – and it just got better.
The newest version of StockTrak will be released over the summer of 2022, but students can have early access now to preview the new features and provide their feedback to the StockTrak team.
What’s New In The New Version?
Besides miscellaneous performance improvements, the newest version includes:
	Mobile Optimized. The previous version of StockTrak had a limited “mobile version”, separate from our desktop version. The new release merges both into a single responsive layout.
	Trading Pit Redesigns. The trading pits for each security type have been updated with more user-friendly layouts more in line with the latest real-world brokerages, including more intuitive controls for mobile.
	Forced Trades. Professors will be able to implement trades on their class’s portfolios, ignoring regular trading restrictions (this is particularly helpful for professors who use pre-populated portfolios).
	Messaging Center. Our new messaging center gives students alerts about splits, dividends, and executing limit orders, plus the ability for professors to post announcements for their students (coming in April 2022).
	Option Spreads Enhancements. Our previous option spreads system allowed a set number of 2-legged spreads. The new version of StockTrak allows the full range of multi-legged option spreads, with margin calculations consistent regardless of the orders are placed together as a “spread” or as individual trades (coming May 2022).
	Mobile App. In addition to our new mobile-optimized web interface, we are also releasing a stand-alone app for both Apple and Android devices.

How Can I Try It?
To access the new version, log into your StockTrak account, go to “Edit Profile” under “Dashboard” on your main menu, and toggle on “Opt-In To Beta”. StockTrak will switch to the new version within 15-60 minutes for your account. You can switch back to the old version from the same place.
After opting in, we would love to have your feedback! Fill out the form below with any comments, concerns, or issues we need to address in the form below:
 We are looking forward to your feedback ahead of the full launch this Summer!

 
 Student Blog
 Employment & Jobs & Careers, Oh my!
  Written by Alaana Kumar 


It’s likely that at some point in your childhood, someone asked you the infamous question, “what do you want to be when you grow up?” If you’re like me, the answer was always the same: employed. 
With tuition rates, virtual school, and inflation at an all time high, is it realistic to expect students to strive for anything more than a paycheck? And why isn’t it enough to just do your job and do it well? 
Having a job means having something productive to do that earns you money. Whereas, a career is a long-term journey. Building a career is something you work at every single day. A career combines years of independent jobs, experience, and education.
In this hyper competitive society, it’s easy to feel like you’re falling behind or watching your career aspirations slip away. When in reality, every employment opportunity you pursue, and every job you take on, can actually help you with your long-term goals. 
Maybe the summer you spent working as a lifeguard in high school may not mean much to you now, but it could also be where you got lifesaving certifications, prioritized time management, learned to pay attention to details and improved your social skills. 
That summer job may not have been glamorous and your future dream probably isn’t to be a lifeguard professionally, but that doesn’t mean your job was a deadend or a waste of time. 
In 2014, Forbes magazine published an article titled “Why Everyone Should Work Retail Once in Their Lives”. The article discussed how young adults working inconvenient retail hours helped them  to gain empathy, patience, and respect. More importantly, it discussed the ways in which retail jobs can help us understand customer behavior,  marketing, merchandising, inventory management, logistics, and more.  
So don’t discredit your job if it’s not what you want to do in the long run! Building a career takes time.
As we’ve seen with the COVID-19 pandemic, employees are essential. The historic and unique perspective we have gained in the last two years addresses the undervaluing and insecurity of low-wage work in the United States and around the world. 
Next time you’re feeling down about your current employment, remember that you are an essential player in the overall economy. More importantly, remind yourself  that a career is not only the outcome of hard work, but also the journey in itself. It’s easy to dismiss some jobs as just a way to earn extra cash in the short-term, but in reality, every job helps build the foundation of a successful career.  And you’re on the way to one! 
In the end, it’s not what you do, but how you do it. And how you made others feel around you. We never forget the kind janitors, careful bus drivers or attentive hairdressers. If we’ve learned one thing, may it be to appreciate how hard it is to show up every day with a smile, no matter what the circumstances.

 
 Student Blog
 5 Ways to Spice up Your Writing
  Written by Alaana Kumar 


Academic writing can feel robotic and redundant after a while. It’s easy to make mistakes when you feel like you’re following a formula. But, just because something is habitual doesn’t mean it can’t have character. 
Below are 5 writing tips that will take your essay from good to great! 
Use the Active Voice 
Using the passive voice instead of the active voice is a common mistake young writers make. When a sentence is written in the active voice, the subject performs the action. In the passive voice, the subject receives the action. 
For example, the sentence 
“The house was painted by Jane,”  is written so the subject (Jane) is receiving the action (painting the house). However,  we can reword the sentence to, “Jane painted the house.” In this case, the overall sentence flows better and is easier to understand. This is especially important in a longer essay. 
Cut out Filler Words and Phrases 
Sometimes, when trying to hit a word count, we add words and phrases that bring no substance or value to our writing. This practice can be helpful when writing a draft, and trying to get your ideas out. But it’s detrimental in your final copy. So cut out the filler! Common filler words are: that, just, even, very, really, and like. 
Adding filler text also happens with longer sentences. A popular example includes the phrase, “At this point in time.” Instead of drawing out the whole sentence and saying, “At this point in time, I am learning new writing tips,”  the writer could simply say “I am learning new writing tips now.” This removes the fluff and cuts down the sentence, without losing any pertinent information. 
Know Your Audience
If you’re writing a children’s book, you wouldn’t make it text heavy, include large words, or complex sentences. This same line of thinking needs to be applied when creating any piece of writing. When you sit down to write an essay, make sure you know who you are writing for. This will help you make decisions about what information you need to include, and what supporting details are necessary. 
Knowing your audience also means knowing what tone to use. In an academic essay, your writing style should be more formal than in an article for the school newspaper. 
However, knowing your audience does not mean solely catering to their level of expertise. Just because your professor might know the meaning of a complex term, does not mean you should not define it. 
Know your audience, but make sure to have a balanced piece of writing that caters to a variety of readers. 
Avoid Clichés
A cliché is defined as “a phrase or opinion that is overused and betrays a lack of original thought.” Your writing should reflect you, so keep it original! While it can be tempting to include a clichéd metaphor, it’ll most certainly take away from your overall essay. And it’ll likely read as lazy writing. 
Common clichés to avoid include: 
	Once upon a time
	They lived happily ever after
	As fresh as a daisy.
	There’s no “i” in team
	As red as a rose 

Proofread 
Research shows, human proofreaders catch almost 70% of all written errors. 
But just because you glance over your final copy, does not mean you proofread your work. 
While writing is an art, proofreading is a science. So give it the time it deserves. 
First and foremost, take a break between finishing your essay and proofreading. Go for a walk, have a meal, take your mind off the assignment, and return with a fresh pair of eyes. 
If you can, print out your essay and read it out loud. If a sentence sounds odd, it’s probably grammatically incorrect. Once you start editing sentences, make sure to re-read the entire paragraph. This ensures your changes don’t sound out of place or interrupt the flow of your essay. Remember to keep your eyes peeled for common mistakes, like switching between tenses. Finally, make sure to double check facts, statistics, and citations before submitting your work. 

 Press Releases
 Stock-Trak Provides 100 Title 1 Schools Free Access to Financial Literacy Simulations and Curriculum
  Written by Alaana Kumar 


To help provide this valuable resource to those students that need it the most, Stock-Trak plans to provide free access to 100 Title 1 schools in 2022.
Stock-Trak, Inc., a leading provider of financial education resources to the K12 and college markets, has announced that it plans to provide free access to its popular PersonalFinanceLab.com website to 100 Title 1 schools in the U.S. in 2022.
Stock-Trak’s PersonalFinanceLab.com platform delivers a personal budgeting game, a stock market game, customizable curriculum and financial literacy certifications to help students boost their personal finance skills.
This unique fusion of technology, real-world market activity, and educational content is specifically designed to bring financial literacy to life, increase student engagement and maximize retention through applied activities. Students will learn important skills like how to prepare a monthly budget, how to build an emergency fund, how and when to use debit & credit cards, how to pay & manage bills, and how to build a diversified stock portfolio. The skills learned align to most state and national standards on financial literacy.
To help provide this valuable resource to those students that need it the most, Stock-Trak has announced its plans to provide free access to 100 Title 1 schools in 2022. A Site License to PersonalFinanceLab.com, which covers up to 1000 students per school, normally sells for $7,500 each. By offering this License to 100 schools, Stock-Trak commitment for 2022 is $750,000.
“Title 1” refers to schools in which 40% or more of the student body come from low-income families. Through the Elementary and Secondary Education Act of 1965, Title I schools are eligible for additional financial support from government agencies to help provide equal opportunities for all students to meet their educational goals. The purpose of the Title 1 program is to provide a fair and equitable learning environment, and to help bridge educational achievement gaps.
All students will be asked to complete a survey at the start and end of each semester to gauge their increased knowledge and understanding of core financial literacy concepts.
While Stock-Trak is providing free access to 100 Title 1 schools, Stock-Trak encourages other businesses to join Stock-Trak, Inc. in this financial literacy endeavour and sponsor schools in their areas.
About Stock-Trak, Inc. and PersonalFinanceLab.com

PersonalFinanceLab.com is a web-based experiential learning tool designed for personal finance, economics, business, social studies, and math classes at the middle and high school grade levels. It is the property of Stock-Trak, Inc., the world’s leading provider of web-based financial simulations for the K12, university, and public education markets.
PersonalFinanceLab.com is entirely web-based, which means teachers and students can access all the content, and portfolio simulations from anywhere with an internet connection. There is also an integrated learning resource center that includes over 300 lessons on a variety of business subjects.
Stock-Trak, Inc.
101 Blvd. Marcel-Laurin #330 – Montreal, QC, Canada – H4N 2M3
For more information: https://www.personalfinancelab.com/
Media contact: mark@stocktrak.com
Mark T. Brookshire
Stock-Trak, Inc.
email us here

 Press Releases
 New Financial Literacy Standards Incorporated in PersonalFinanceLab’s Curriculum
  Written by Alaana Kumar 


PersonalFinanceLab’s integrated curriculum is among the first financial literacy providers to follow the new and unified set of financial literacy standards.
What topics need the most emphasis in a financial literacy course? Educators around the United States and Canada have struggled with this for 30 years, but a new set of unified National Standards jointly by the Council for Economic Education (CEE) and the Jump$tart Coalition for Personal Financial Literacy have taken a major new step in helping teachers standardize what should be the key concepts.
As a financial literacy learning resource provider, PersonalFinanceLab’s integrated curriculum is among the first financial literacy providers to follow the new and unified set of financial literacy standards through its most recent update to its interactive games and lesson library.
Kevin Smith, the Director of Product Development at Stock-Trak, shares how the company values this cohesive approach to financial literacy standards.
“Everything we do at StockTrak and PersonalFinanceLab emphasizes making teaching financial literacy easier for teachers and more engaging for students. We have spoken with so many teachers and curriculum developers that struggle to navigate competing sets of standards, and applaud Jump$tart and the Council for Economic Education for working together at the highest levels to provide consistent guidance nation-wide.” Smith said.
“We revamp our curriculum offerings every semester to align with teachers’ latest needs, and are proud to be one of the first providers to fully align with the new national recommendations.”
The new financial literacy standards are organized around six main topic areas. These include: employment and income, spending and saving, investing, managing debt and credit, financial decision-making, and managing risk and insurance.
PersonalFinanceLab’s 300+ customizable lessons and interactive games make it easy for teachers to provide all the educational resources they need. The personal budgeting game and virtual stock market game then bring these concepts to life so students can practice these skills before graduation.
Educators can preview how PersonalFinanceLab’s resources align with the National Standards at https://www.personalfinancelab.com/standards-alignment/national/personal-finance/.
About Stock-Trak and PersonalFinanceLab.com
PersonalFinanceLab.com is a web-based experiential learning tool designed for personal finance, economics, business, social studies, and math classes at the middle and high school grade levels. It is the property of Stock-Trak, Inc., the world’s leading provider of web-based financial simulations for the higher education market and financial services industry.
This unique fusion of technology, real-world market activity, and educational content is specifically designed to bring financial literacy to life and increase student engagement and maximize retention through applied activities.
PersonalFinanceLab.com is entirely web-based, which means teachers and students can access all the content, and portfolio simulations from anywhere with an internet connection. There is also an integrated learning resource center that includes over 300 lessons on a variety of business subjects.
Stock-Trak, Inc.
101 Blvd. Marcel-Laurin #330 – Montreal, QC, Canada – H4N 2M3
For more information: https://www.personalfinancelab.com/
Media contact: mark@stocktrak.com
Mark T. Brookshire
Stock-Trak Inc
+1 514-465-4261
email us here
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 Stock-Trak Partners With W!se To Bring Financial Literacy Certifications To Students
  Written by Alaana Kumar 


Stock-Trak, Inc., an educational technology company that provides financial literacy simulations, has partnered with W!se (Working in Support of Education) to bring certifications to students using its K12 platform called PersonalFinanceLab.
This partnership allows students using the virtual financial literacy platform to take the W!se’s Financial Literacy Certification Test to become Certified Financially Literate™ by W!se if they pass the exam.
Now, StockTrak’s PersonalFinanceLab website offers all the tools that personal finance and business teachers need in their classrooms. This includes a personal budgeting game, a stock market game, customizable curriculum and certifications to complete the package.
By providing this opportunity to students, they can now take advantage of W!se’s nationally recognized credential. The Certification demonstrates that students are graduating with the knowledge and skills they need to lead a life of financial well-being. It will also help them in their college applications and search for work.
For schools, the W!se Certification is an excellent way to measure the financial literacy of students who have used PersonalFinanceLab.com and the outcome of instructors’ personal finance courses. 
For more information on this new partnership, please click here.
About Stock-Trak and PersonalFinanceLab.com 
PersonalFinanceLab.com is a web-based experiential learning tool designed for personal finance, economics, business, social studies, and math classes at the middle and high school grade levels. It is the property of Stock-Trak, Inc., the world’s leading provider of web-based financial simulations for the higher education market and financial services industry.
This unique fusion of technology, real-world market activity, and educational content is specifically designed to bring financial literacy to life and increase student engagement and maximize retention through applied activities.
PersonalFinanceLab.com is entirely web-based, which means teachers and students can access all the content, and portfolio simulations from anywhere with an internet connection. There is also an integrated learning resource center that includes over 300 lessons on a variety of business subjects. 
Stock-Trak, Inc.
101 Blvd. Marcel-Laurin #330 – Montreal, QC, Canada – H4N 2M3
For more information: https://www.personalfinancelab.com/
Media contact: mark@stocktrak.com
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 College students can’t afford to live in major cities. Here’s why
  Written by Alaana Kumar 


Taking a job means more than just committing to an employer. Generally, it also means committing to life in a specific city, and the type of housing offered in your budget. 
If you decide to live and work in more rural communities, you’ll likely have a larger house. However, in more urban areas, you’re looking at living in studio apartments or finding a roommate to split the cost of rent.
Because rent will always be one of your biggest expenses, it’s important to consider the housing options in a city before accepting or applying to schools and jobs in that area. Your college town may be where you settle down, so it’s important to consider if you can afford to live there after graduation. 
The average rent for an apartment will always vary based on size, location, and quality.  But, to give you a general idea, here’s what you would need to earn  in order to live comfortably in some of North America’s most popular cities and college towns. 
New York 
For many young people pre or post college, New York City is definitely a fan favourite. The culture, nightlife, fashion, and overall atmosphere is a big draw, but it comes with a hefty cost of living. 
New York state has over 200 colleges, making it the nation’s largest college town! Approximately 110 of these schools are in New York City. The city houses almost 600,000 college students each year. 
New York University alone has 11,000 students living in 23 different residence halls. But, what happens after campus life? Is it sustainable to move out on your own in New York?

The Following represents the average, monthly cost of rent in Downtown Manhattan: 
Studio: $2,850
One Bedroom: $3,450 
Two Bedrooms: $4,138 

The Following represents the average, monthly cost of rent in  Downtown Brooklyn: 
Studio: $2,598 
One Bedroom: $3,350 
Two Bedrooms: $4,368 
The minimum wage in New York City is $15/hour. If you’re making minimum wage, before taxes, you’re looking at around $2,400 a month and approximmetly $28,800 a year. Making it difficult to sustain a home in the city without a second income, especially if you’re also going to school. 
Los Angeles  
With its unique entertainment opportunities, year-round beaches, and overall glamorous lifestyle, LA is a dream spot for many individuals in their early 20s. But, if Selling Sunset has taught us anything, it’s that this vacation lifestyle does not come cheap. 
LA’s weather and overall atmosphere attracts thousands of college students each year. The city has 63 different colleges, totaling up to about 974,013 college students in just LA!  Due to the sheer price of LA life, many students opt to live with roommates to cut down on costs – both in and out of campus residence. 
The Following represents the average, monthly cost of rent in Downtown LA: 
Studio: $2,222
One Bedroom: $2,600
Two Bedrooms: $3,565
The Following represents the average, monthly cost of rent in  Sherman Oaks: 
Studio: $1,895
One Bedroom: $2,085 
Two Bedrooms: $2,698
Like New York City, the minimum wage in LA  is $15/hour. At this income, it would be challenging to live comfortably in LA, especially while balancing school and work life. 
Chicago 
Chicago, known for its unique architecture, plethora of food options, and bustling music scene, is another popular city for college-aged individuals.  Located in the heart of the midwest, Chicago has lots to offer for young people looking to make their first big move!
The state of Illinois has around 184 colleges: 60 public, 89 nonprofit private schools, and 35 for-profit private institutions. Of these, over two dozen are located in the city of Chicago–making it a popular college town, with more than 670,000 students. Many of these students are from outside the state and even the country. 21% of University of Chicago’s students are international! 
The Following represents the average, monthly cost of rent in Lakeview: 
Studio: $1,000
One Bedroom: $1,450
Two Bedrooms: $1,950
The Following represents the average, monthly cost of rent in Logan Square: 
Studio: $995
One Bedroom: $1,685
Two Bedrooms: $1,995
In Chicago, the minimum wage is also $15/hour, but only for companies with 21 or more employees. For smaller businesses, it’s $14/hour. At this rate, one could comfortably live in many of Chicago’s popular neighbourhoods. Making it a lot easier to balance a healthy work, school, and social life. 
Houston
With year-round outdoor activities, numerous professional sports teams,  advances in space exploration, and growing young population, Houston is quickly becoming one of the places to be. 
The city of Houston has 40 different colleges! The University of Houston has 34,354 full-time and 12,736 part-time students. Part-time studying is a popular choice for students who balance work and school to better afford the cost of living. 
The Following represents the average, monthly cost of rent in Downtown Houston: 
Studio: $1,805
One Bedroom: $2,095
Two Bedrooms: $2,772
The Following represents the average, monthly cost of rent in Midtown: 
Studio: $1,428
One Bedroom: $1,690
Two Bedrooms: $2,059
The minimum wage in Texas is currently $7.25. This would mean you roughly earn $1,160/month and $13,920/year. Therefore, in order to comfortably live in Houston, you would need to earn drastically over the minimum wage, or acquire a second income. 
Toronto 
If you’re looking to move up north, Toronto is a popular choice for many business go-getters. The city is Canada’s largest, and is known worldwide for its advances in finance and technology. Those living in Toronto are also constantly exposed to a vast variety of cultural and entertaining experiences. 
Unlike major US cities, the city of Toronto doesn’t house hundreds of colleges and universities. But, they have four top choices, and these four schools attract students from all across the globe. The University of Toronto has students from 164 different countries making up 21% of the school’s overall population. 
The Following represents the average, monthly cost of rent in High Park: 
Studio: $1,600 CAD
One Bedroom: $1,750 CAD
Two Bedrooms: $2,650 CAD
The Following represents the average, monthly cost of rent in East Danforth: 
Studio: $1,211 CAD
One Bedroom: $1,450 CAD
Two Bedrooms: $2,150 CAD
The minimum wage in Toronto is $15 CAD/ hour. With the exchange rate, this is about $12 USD. At this salary, it wouldn’t be impossible to afford rent and other expenses in Toronto, but it sure wouldn’t be easy! 
Montreal
Montreal’s culture, nightlife, history, and multilingualism draws millions of people to the city each year. If you’re looking for a North American city with a European vibe, look no further!  
Montreal is home to six  universities and twelve junior colleges. Like Toronto, Montreal attracts students from all over the world, and is one of Canada’s major college towns. The city houses more than 180,000 university students, with approximately 35,000 of them from other nations! 
The Following represents the average, monthly cost of rent in the Mile End: 
Studio: $1,130 CAD 
One Bedroom: $1,550 CAD
Two Bedrooms: $1,900 CAD
The Following represents the average, monthly cost of rent in Verdun-Centre: 
Studio: $935 CAD
One Bedroom: $1,250 CAD
Two Bedrooms: $1,495 CAD
Montreal’s minimum wage is $14.25 CAD/hour. This is approximately $11.41 USD. 
Making Montreal an affordable choice for those who are studying or just beginning to settle into the workforce. 
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 Deals for Meals
  Written by Alaana Kumar 


If you’re anything like me, grocery shopping was one of the most jarring transitions to adulthood. 
I’d carry one of my mom’s recipes to the store, fill my cart with all the necessary ingredients,  and then get to checkout and somehow have a $70 bill. So on the next trip to the store, I’d simply pick up a few packs of ramen and call it a day. 
But, what if I told you that I can now take that same recipe, to that same store, and leave spending half the cost. 
Below you’ll find a few food shopping tips and tricks that work for me. Since every store and everyone’s dietary restrictions are different, tailor the process to what works for you.  
Rewards Points 
Many larger grocery stores and credit cards offer rewards points to clients. With these cards, every purchase is an opportunity to earn cash back. For example, Bank of America® Customized Cash Rewards credit card offers users 2% cash back on purchases made at grocery stores and wholesome clubs. This would mean you’d receive $10.00 for every $500 spend. 
Similarly, some stores offer shoppers a client card to collect points on certain items. Once earning a certain number of points, card holders can cash in the points for groceries. 
For Canadians, the PC Optimum card is widely used by shoppers. At stores like Shoppers Drug Mart and Pharmaprix, you can earn approximately 15 points on almost every dollar spent. And once you hit 10,000 points, you earn $10 worth of free stuff. 
Coupons 
Clipping coupons might sound old fashioned, but it’s a classic for a reason. And nowadays you can find electric coupons that scan straight from your phone. If possible, plan your grocery list around the sale items. And take advantage of price matching policies. Just remember that these money saving tactics do take a little longer, so expect a longer haul at the store.  
It’s also useful to learn your local stores’ sales patterns. For example, my local grocery store sells their salad kits for 50% off on Wednesdays, as they resupply their stock on Thursday morning.  Learning when your favourite items hit the sale section, can save you hundreds of dollars in the long run.
Return Bottles 
If you’re heading back to the store, consider bringing empty glass bottles back with you. While this won’t earn you too much money, you could earn around five to fifteen cents per pound. And you’d be doing a little something green in the process! 
Read Labels 
If you’re prone to buying name-brand products, take a minute to compare the ingredients and nutritional facts with a generic version of the same item. With many food products, the main difference between the name brand and the generic one is the marketing. If you find the nutritional value to be the same, try making a switch, you might be surprised to find they taste the same. If you’re unsure what items to save on and what items to splurge on, there are many helpful guides online, like selfcooking.com. 
Example 
Even the simplest recipes require a few costly ingredients. If you’re planning to make a homemade stove-top macaroni and cheese dinner with friends, you’ll need some ingredients that can add up to a hefty bill. While all stores, cities, and products have different prices, there will likely be a substantial difference in pricing between generic and name-brand items.  Below is a chart that depicts your savings if you were to opt for generic ingredients at Target.com. 
	Item 	Name Brand Price 	Generic Price 
	Dried elbow macaroni 	$1.29 	$0.85 
	Heavy Cream	$4.99	$3.59
	Cheddar cheese	$4.29	$2.39 
	parmesan cheese	$3.69	$2.59
	TOTAL 	$14.26	$9.42 

While $4.84 in savings may not seem like much, it’s important to remember that this is your savings for one dinner. Careful grocery shopping can save you hundreds in the long run! 
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 Gift yourself a break
  Written by Alaana Kumar 


For many, the Holiday season is a time to step away from day to day tasks and take some much deserved time away from work-related responsibilities. For students, it’s not always so easy. 
Many students feel the need to utilize the time off from school to catch up on work, pad their resume, or get ahead in their studies. While it can be helpful to use time off to your advantage, it’s also important to understand the benefits that come with taking a few days to unwind and reset. If you’re feeling drained from  final exams, taking a few days to recharge can actually be the more productive choice in the long-run. 
December is often the cumulation of a year’s worth of hard work. If you feel your creative drive depleting, that might be a sign that your brain needs a hard reset. Studies suggest that employees who do not regularly take time to relax are more likely to experience burnout – and students are no different. 
Research finds that creative muscles are not so different from physical ones. Personal trainers will tell their clients to take an exercise break between workouts to avoid straining muscles, and help see better results in the long-run.  Similarly, a complete break from the creative process can help inspiration strike later.
Implementing productive breaks can be a great strategy to improve your overall mental fatigue, and simultaneously improve your quality of work. The Pomodoro Technique is a well-established, tried, and tested time management method that many find useful. The method was developed by Francesco Cirillo in the late 1980s. Cirillo suggests that you work for 25-minutes with no distractions and then take a 5 minute break. Then every hour or two, you take a longer, 15-minute break to maximize work efficiency. 
Not all breaks are created equal 

It’s important to note that the nature of your break actually does make a substantial difference. While it may seem tempting to return text messages or scroll on your computer, this is not an effective break. Experts suggest that taking a walk is a great way to maximize productivity when you return to your assignment. 
Don’t get distracted while working, and don’t overdo your breaks. With this combination, you’re more likely to see long term success. And don’t feel guilty for spending some well-deserved time off during the holiday season! 

 
 Uncategorized
 The Gold Trade
  Written by Ali Salahi 


Today we will look at the Gold future trade. Gold was in a sideway movement from the end of November 2021 until now (December 14, 2021).
I have decided to take a long position on Gold. Why?
Gold has been approximately moving between $1760 to $1800. On December 14, 2021, I entered 3 long positions on the future, a Feb 2022 contract. I was looking at the 4H time frame support to take advantage of the movement up to resistance.
Dedication and patience to enter are the keys to getting this strategy to work out.
 

 
Today, Thursday December 16, 2021, I took profits on 2 contracts and moved the last one to BE+3 points (Breakeven + 3 points), but why did I do this?
	I took profits so I will not get too anxious and lose money on my trade.
	I don’t want to be greedy and wait for a bigger move, because we don’t know if it will or will not move beyond the resistance at $1800.
	Since I had 3 contracts and I took a profit on 2 contracts ($5060 – commissions), and this money is in the bank now. I will keep my last one as a runner, just in-case it breaks out on the upside, and I can earn more in profits. No matter what happens I am in a winning trade. If it retraces back and takes me out, I am still a winner on the last trade. I protected my last contract at a minimum to get +3 points of profits ($230).


 
To conclude, this strategy can be applied to stocks, futures, Forex or any other tradable instrument.
I could have bought the GLD ETF or bought GLD call options (cheaper than buying the ETF), but I choose to buy the Future, because the future market is open almost 24H/6 days a week. If something were to happen or any world news broke out over night, I could exit my positions fast. Unlike the ETF, where I have to wait until the market opens at 9:30 am EST to close out my position; at that time it would be too late and I would probably be in a loosing position.
Good trading!!
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 Step to the Side (Hustle)
  Written by Alaana Kumar 


The 2021 job market has many of us settling into jobs we aren’t necessarily passionate about. While paying the bills and working the traditional 9-5 is something to be proud of, there is no reason you can’t expand your horizons and conjure up a passion project to generate a little extra joy and income. 
Types of Hustles 
A side hustle can be any job, occupation, or business you run outside your primary work hours, as a means to boost income. This could be a small startup you launch alone, a  part-time job, a business selling goods or services,  or even just investing and trading in the stock market. 
Your side hustle also doesn’t have to be immensely lucrative, it can be something you love, but doesn’t quite pay the bills. 
Common side hustles include:
	Blogging 
	Photography or Music
	Tutoring 
	Selling crafts or baked goods 
	Creating digital products 
	Flipping houses 

There is also the possibility of choosing a side hustle in the same field as your primary job. This could be a great way to improve your skills at your day job and help you get ahead. For example,  a sous chef by day, may sell their homemade goods at a farmer’s market on the weekends. Just make sure your employer doesn’t have any rules against running a side business. 
But, in general, most people like to choose a side hustle entirely different from their day job. This helps avoid burnout and fatigue, and can provide a creative outlet. 
Depending on your occupation, you may need to invest lots of time and money to get the project going, so it can be helpful to bring in experts to pick up the slack while you’re working your day job. 
A side hustle can take years  to get off the ground, but it can also just take a few months — it really depends on the project and the time you have to devote to it. Today, we’ll be discussing a few common 2021 side hustles. 
Virtual Assistant 
Working as a virtual assistant means your side hustle will be entirely remote, this can be a huge bonus if you’re juggling other work. In this role, you would help your employer with tasks related to administration– such as answering emails, transcribing documents, preparing invoices, scheduling events, etc. If you’re really looking to stand out, you can specialize in one field. For example, some virtual assistants only handle social media or customer service related tasks for their boss. 
If you’ve never been a virtual assistant before, chances are you’ve still acquired many transferable skills in your previous jobs. There are also countless online courses that will help you prepare. Some examples include: Beginner or Intermediate level Excel, HTML and CSS, Statistics, Copywriting, Business Management, etc. 
If you’re unsure where to start the application process for this side hustle, you can go through an agency or work directly for an independent employer or company. If you’re working as a virtual assistant while simultaneously juggling other forms of employment, it’s best to start on a contract-basis.  On average, a virtual assistant makes around $16 an hour. 
Creating Digital Products 
Digital products are everywhere today, and if you’re looking to create your own this abundance of digital spaces works both for and against you. A digital product is defined as a software enabled service that serves some form of utility to humans. Digital products include e-books, podcasts, downloadable templates, websites, etc. 
Generally, when starting on a side hustle, it is best to dive right in and get started. However, with digital products, the best thing you can do before you settle on a project is to research. Make sure you know your market and your audience before you start to create any real content. This will help make sure you don’t struggle to capture a following later on in the process. 
Once you’ve settled on an idea, start generating some buzz around it. Build up a list of potential customers, and get your family, friends, colleagues, acquaintances, and everyone else anticipating your launch. Some experts recommend starting with a landing page, but the process is your own. Just make sure to continually do your research and reach out to someone in the field who may be able to provide you with some insight. 
Once you’ve created your product and generated a healthy amount of traffic on the page, you can start with a soft launch and shift your focus to improving the quality of the site. After some time and a lot of hard work you can launch your site on a grander scale, and hopefully generate some new customers and launch partners in the process. 
Creating and launching a digital product is no small undertaking, so don’t be discouraged if it’s taking longer than you expected! 
Happy Hustling
Juggling a primary job and a side hustle comes down to one important thing: Time Management. 
If you’re planning to take on a second job, be ready for lots of multitasking and juggling — and understand that your primary job can’t fall to the back burner. But, if there is something you’re passionate about, and think it can bring in some extra income, just start! Do  preliminary research, contact some experts in the field, and see if you have the time and money to make this dream a reality. 
“Hustling”  is of course easier said than done, so make sure to carve out time in your calendar exclusively for your project. And make sure you stick to it! It might involve late-nights, early mornings, and weekends — the side hustle won’t work if you don’t. 
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There are a lot of new enhancements that will improve how both professors and students use the platform!
 
Spring 2022 Key Updates
	New rankings available by Jensen’s Alpha and Treynor Ratio!
	Dozens of new graphics for event cards
	Lesson Cards have been improved with multiple-choice quizzes
	Personal Finance curriculum has new sub-units based on the Jumpstart/Council for Economic Education standards. Each sub-unit has a short introduction and short unit review quiz.
	Instructors can view the individual quiz responses from each student to see where they got questions right and or wrong, along with the time taken to complete each lesson and quiz.
	Professors will have summary reports for their class showing the average time to complete each lesson and quiz for the entire class, along with statistics on the right/wrong averages for the class on every quiz question.

Jensen’s Alpha and Treynor Ratio
In the coming semester, we will have two new ways to measure the performance of someone’s portfolio. Jensen’s Alpha is a new version of the Alpha Ratio that was previously available but has been risk-adjusted. While the Treynor Ratio considers the amount of risk that was taken. In the latter case, you could consider it the “excess return” per unit of risk. 
Professors will be able to choose whether they want to have these performance indicators included in their class or not while setting up their class. They will also be able to turn them on/off at any time from the Edit Portfolio Simulation Rules page.
New Graphics
Our design team has been hard at work to bring more gamified elements to the pop-up choice and event cards in the Budget Game. As students play, they encounter some choice cards that ask them to spend money with either their debit or credit cards. Giving them the opportunity to practice using a credit card before they may have received one in real-life.
Other choice cards ask students to decide if they want to purchase or participate in an activity at all. All these choices they make have consequences. The latest enhancement will tie in similar graphics across cards to thematically represent how choosing one option over another has long-term consequences.

Pop-Up Lessons
We’ve changed how students enter their answers into the pop-up lessons in the Budget Game. Before it was an open text field, and often students were getting stuck and couldn’t move forward. Now we will have a dropdown multiple choice list so students can still test their knowledge, but can quickly and easily keep playing after completing a lesson.

Assignment Sub-Units
With over 300+ lessons, it can be difficult to know where to start; this enhancement will group our personal finance lessons according to Jump$tart standards. Not only does it make it easy to identify the lessons that reinforce knowledge statements like budgeting, credit, financial risk and decision making etc. but it allows teachers to quickly assign a whole sub-unit at a time.
By adding an introduction and exit quiz, you can be reassured that your student will be prepared for the lessons, and will be assessed on their knowledge at the end.
Student Progress & Assessments
Teacher reports just got a whole lot more useful by allowing you to see EXACTLY which questions your students are getting right or wrong. You will be able to see trends, and cover the concepts in more depth that students are struggling with. Similarly, you will know what has been firmly understood so you can safely move on to new material!
On top of what students got right or wrong, you will be able to see how much time it took to complete the quizzes. This is a great way to know which students are not being challenged enough, or who is struggling. Over time, you will see what topics your students need more time with so you can allocate class time accordingly.
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The Wall Street Survivor (WSS) website has acquired a loyal following over the last few decades. Among them is David Hrachovy, long time user and recurring champion. Most recently, Hrachovy participated in the 2021 Wall Street Revival contest, where he claimed a strong lead, and went on to win the first place cash prize. 
Hrachovy spoke with us here at Wall Street Survivor about his journey with the site, and how the thrill of competition and enticing prize money keeps him coming back for more. 
“I saw the prize and I’ve been signed up for WSS since […] more than 10 years. It was back when you had the old format, and I was entering and placing in contests even back then. They were weekly contests back then.” Hrachovy said.
Hrachovy is among those who dabble in the finance world outside his primary career. Despite studying Biochemistry, he took an interest in trading and has been securing contest wins for over a decade. 
“There were no cash prizes, but I did get a couple of first places and I won an options trading course. That must have been 12 or 13 years ago that I got into it [WSS]. And I check in every once in a while to see if there is an ongoing contest.” 
Spending time learning, investing, trading, and bettering his own financial literacy has become a cherished hobby for Hrachovy. 
“It started back in the mid 1980s. For some reason there was a bull market exploding back in the mid 80s and it was all over TV. And that’s when I started thinking ‘hey, you know what, maybe I should get in on this’ and I don’t know […] it’s like the bug bite […] I can’t stop thinking about it, working on it, almost like an obsession, but I try to keep it below the obsession level” Hrachovy said. 
Hrachovy is self-educated when it comes to the world of trading and investing, looking to the internet and sites like WSS for input and strategies. Picking up his go-to strategy from a wise, older trader he stumbled upon while watching TV one night. 
“Before the turn of the century there was this show on PBS called Wall Street Week with Louis Rukeyser, it was about stocks, it’s not on anymore. He was interviewing this really old man who had been trading stocks since the 1930s. And he said there is one pattern that’s never failed him […] the breakout pattern.” Hrachovy said.
While Hrachovy follows the breakout pattern when he can, he’s always been adaptable to the highs and lows of the market. Understanding that the same thing won’t work every time. When asked what advice he has for young investors, Hrachovy emphasized the importance of screen time. 
“It’s an art really, but there is some science involved […] don’t just look at one graph or one stock, set-up a screen […] where you can have like nine or 10 graphs of everything that’s moving that day, on one or two pages. You can look at nine or 10 graphs at the same time and you can see which one is flatlining, which one is jumping all over the place […] forget that, you can’t do anything with a volatile stock.” Hrachovy said.

“But if you find something that’s moving up or moving down smoothly […] and it looks like it’s going into a consolidation, […] your chances are better that it will continue moving in that direction if it’s not bouncing all over the place, price wise.” 
Young people looking to venture into the world of finance have a lot to learn from WSS players like Hrachovy. With research, hard work, and a little bit of luck, you too can join Hrachovy in the winner’s circle. 
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After nearly two years of pandemic fatigue it’s normal for young people to shy away from the idea of traditional desk jobs and 9-5 lifestyles. 
However, most people assume that if you’re in the tech or digital world, you’re required to be at a desk or in a cubicle. Digital nomads are changing this trend. 
What is a Digital Nomad 
When I was in university, I studied anywhere I found wifi. That meant I sat in cafes until closing, hit the library between classes, sat outside on my campus lawn, worked from my bed, and had late night study sessions in my dorm hallway with other stressed students. 
Digital nomads are the more adult, more put together version of college students looking for a place to study. They are remote workers who adapt to their surroundings and travel to different locations during the work week. Digital nomads work in coffee shops, public libraries, co-working offices, and anywhere else that’s conducive. 
Common Jobs for Digital Nomads 
Since the pandemic, remote work has become all the rage. Of course, some jobs are much easier to do from home than others. Generally, digital nomad job categories fall into four sectors–writing, creatives, business, and languages. Within each category there are numerous career paths. 
Writing
If you’re passionate about writing, you know inspiration is everything. Sitting behind a desk may hinder your creative process. To avoid monotony and get the juices flowing, many writers work as digital nomads. 
This can include occupations like: 
	Blogger
	Author
	Editor
	Copy or content writer

However, freelance writing can be a competitive and grueling field to blindly jump into. It may help to work for someone else first. Create a portfolio, establish a personal website with sample pieces, and get some advice and recommendations before diving in. 
If you’re nervous about jumping in alone, oftentimes, you can work as a digital nomad, while still adhering to a publishing schedule and completing tasks assigned by an employer. Talk to your employer about remote or hybrid writing work.  
Creatives: 
Like writers, creatives need diverse experiences. Getting out, moving around, and making creative connections can only improve the quality of your work. 
Creative job fields include: 
	Graphic design 
	Photography
	Influencer
	Social media marketer 

Jobs in this field are relatively new and unexplored, so chances are, it will take some time to get where you’re hoping to be. Don’t be afraid to pursue creative projects, while working a mainstream job. It’s important to build your reputation and accept some failures, while working your way up. All artists struggle at some point in their career, so don’t be discouraged, just be realistic with your goals and work hard! 
Business: 
If you’re business-minded you’re likely always looking to make connections. A digital nomad lifestyle is often a great fit for hyper-ambitious individuals who spend a large chunk of their day working–because you can do it from anywhere! 
Common business-centered jobs for digital nomads include: 
	Recruiter / Headhunter 
	Digital Marketing Manager 
	SEO Expert 
	Web Developer or Programmer 

Another commonly acquired job for business-mined digital nomads is a virtual assistant. Many people enjoy the flexibility of assisting one or many companies and individuals by organizing their day to day online. Working as a virtual assistant is a great way to network and it can present lots of opportunities for career growth. This field can also allow you to hone your skills as an intrapreneur–an employee who is tasked to develop or complete innovative ideas within a company or project. Intrapreneurs can bring their vision to life, while banking on the security and resources of an established firm or company. 
Languages 
If this category surprised you, you’re not alone. Surprisingly, there are numerous nomadic employment opportunities available to those with a passion for learning and teaching languages. 
These include:
	Translator 
	Remote or travelling English as a second language (ESL) teacher 
	Impact Design Specialist 
	Transcriber 

Having employment as a translator or ESL teacher may also mean travelling and temporarily living in other countries. Knowing a foreign language isn’t enough to be able to adequately translate. So make sure to get certified and have some work experience under your belt before migrating and looking for work. The American Translators Association offers certification in 29 different languages, so make sure to do some research and look into the right certification to include on your resume. 
How to become an established digital nomad
If you’re currently working for an established company, speak with your superiors about moving to a remote or hybrid workstyle. If that’s not possible, there’s no shame in honing your own skills before venturing out on your own. 
Getting to a place where you can work anytime and anywhere will take a lot of hard work and rejection. So don’t be discouraged if the nomad working life is initially harder than you expected. 
Why work as a digital nomad? 
Apart from the flexible working hours, digital nomads acquire so much life experience in their day to day working environment. 
In this occupation, individuals are adaptable and disciplined, working in different surroundings, at any hours of the day. Sometimes it can be difficult to motivate oneself to work without supervision, but digital nomads set goals for themselves, and learn to hold themselves accountable. 
If you’re looking for an occupation with challenges, adventure, and freedom, consider joining the world of digital nomads! 
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Growing up, you may have internalized the idea that being a doctor was among the most elite career choices. And if you started your career search in the 2020s, it’s possible you’ve further idolized healthcare professionals. 
But, if you’re squeamish,  looking for set hours, or hoping to just be a helping hand to those on the front lines, perhaps consider pursuing a career as a sonographer. 
It’s important to note that apart from watching 18 seasons of Grey’s Anatomy,  I am not a medical expert. I am, however, fascinated by the world of medicine and all the people and occupations that work in harmony to keep us healthy. 
Below is just one of the many unique, in demand, and fulfilling  jobs among the medical community. 
Diagnostic Medical Sonographer
A medical sonographer is someone who operates ultrasound equipment. These individuals are key players in helping individuals get the right diagnosis. A sonographer cannot give a patient results or answers, but simply produces and records images of various parts of the body,  to help physicians make an accurate diagnosis. 

With ultrasound technology and sonographers, doctor’s are able to better monitor pregnancies, and examine a patient’s heart, abdomen, pelvis, and blood vessels, while checking  for medical disorders and cancers throughout the body.  Simply put, without sonographers it would be astronomically harder to identify cancerous tumors, investigate signs of cardiovascular disease, or search for signs of stroke in a neurology patient.
Why Sonography?
If years of medical school sounds daunting to you, but working behind a desk sounds boring, sonography might be the perfect compromise. For those interested in how  technology and medicine work cohesively, ultrasound technology is a fascinating tool.
Sonographers are silent heroes in the medical community, without whom, doctors would not be able to adequately provide high-quality patient care. 
Being a sohographer is the closest thing to having x-ray vision! Sonographers see everything live, providing patients with a non-invasive, mostly painless, and practically risk-free approach to medical testing. 
Oftentimes, the process of getting such tests can be overwhelming and scary. And medical sonographers perform a difficult balancing act of managing their patients’ fears, while refraining from giving medical advice. 
 One image from a sonographer can be the difference between life and death for a patient.
Expectations, Hours and Earnings
Apart from the actual imaging, sonographers may also perform tasks like: 
	Taking patient history 
	Preparing and maintaining medical equipment 
	Determining ultrasound procedure 
	Analyzing information 
	Assisting radiologists 
	Communicating and advocating for patients

Most full-time sonographers work 40 hours a week. However, like doctors, they may be on call at random hours and must always be prepared to work on short notice.
The average salary for a diagnostic medical sonographer in the United States is around $73,774 per year. However, top-level diagnostic medical sonographer earnings can be over $100,000 per year. 
Next Steps
If you’re a highschool student interested in a career as a sonographer, or similar occupations that combine tech and medicine, talk to your school counselor about taking more courses geared toward anatomy, physiology, physics and math.
For colleges and university age students, check for two or four year programs depending on your goals. Sonographers can also  earn  certifications  by passing a series of  exams. Certification specialties include abdominal, obstetrics/gynecology, vascular,  breast, pediatric, fetal/congenital echocardiography,  phlebology, and several other specialties. Most diagnostic medical sonographers have at least one certification, but many go on to obtain several more. 
If you’re serious about joining the medical field, do some further research. There’s guaranteed to be a place in the medical community that aligns with your interests. 
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Introducing the Niche Career Series
If you’re a young adult in pandemic times, you may have been forced to restructure your career path. The world may be going back to work, but where are you headed? 
In the past two years, the nature of job hunting and the scope of what jobs are in demand has changed drastically. 
To help you understand which way the tide has shifted, check out this list of some surprising and in demand jobs for 2021. And stay tuned for our upcoming series, Niche Careers, where we highlight different, unique, and rewarding career paths you may not have been aware of before.
Top Jobs in the US (2021)
The following employment options are just A FEW jobs hiring at a higher than average volume in the US. This does not mean other areas are not looking for new hires. This list is just to give you an idea of where you may want to get your foot in the door this calendar year.
1. Wind Turbine Technicians
With renewable energy becoming more of a priority, jobs in this industry are projected to increase by over 60%. If you’re a little adventurous, outdoorsy, and prefer a hands-on working environment, you may enjoy the complexity of installing and repairing wind turbines.
Most individuals in this occupation attend technical schools or community colleges to complete certifications in wind energy technology. You can also go on to earn an associate’s degree to further your employability in this field.  Depending on where you’re located and your level of expertise, you could earn upwards $52,000 a year as a wind turbine technician. 
2. Nurse Practitioner
If we’ve learned anything in the past two years, it’s the value of our healthcare workers. Jobs as a nurse practitioner are set to continue to increase by 52%. Due to the nature of the work, jobs in this field require greater training and education. Nurse Practitioner’s hold a Bachelor of Science and Graduate Master’s or Doctoral Nursing program degree. You must also successfully pass a board certification exam, and first become a registered nurse, before continuing on to nurse practitioner. 
Once you start practicing, a nurse practitioner can make over $100,000 per year. 
If you’re interested in the healthcare field, but not quite sure about being a nurse practitioner, keep searching!  
There are currently numerous positions in the healthcare field that may be right for you.
Other in demand healthcare positions include: Occupational Therapists, Medical and Health Service Managers, Orthodontists, Physical Therapists, Diagnostic Medical Sonographers, and numerous others. 
3. Substance Abuse and Behavioural Disorder Counselor
The coronavirus pandemic and all the chaos that subsequently followed has taken a grand toll on our population’s mental health. According to the Centers for Disease Control and Prevention, 13% of Americans reported starting or increasing substance use to cope with their pandemic reality. Additionally, in 2019, the pandemic brought an 18% increase nationwide in overdoses. 
Substance Abuse and Behavioural Disorder Counselors provide support and treatment plans for those struggling with their addictions. Just like doctors, Substance Abuse Counselors help save and rebuild lives everyday. Today, there is a 24.7% increase in employment growth for those in this field. Earning a median salary of $46,240 per year, counselors are a vital part of protecting the health and safety of our population. 
Generally, those pursuing a career as a Substance Abuse and Behavioural Disorder Counselor earn a Bachelor’s and Master’s degree. There are also certification and license requirements to follow based on where you are located. If this is a career path that interests you, it is important to continually  educate yourself on changing methods of counseling.
4. Information Security Analyst
With remote learning and work becoming more popular, there is a greater need to monitor and prevent cyberattacks and data breaches. The Bureau of Labor Statistics estimates a 31.2% employment increase for individuals in this field between 2019 and 2029. This means over 40,000 jobs will open up to the public. The median salary for this position is around $99,730, with higher level employees making well over $100,000 per year. 
It’s safe to say computers are here to stay, and cybersecurity is more important than ever.  Most jobs in this field require a Bachelor’s  degree in computer science, programming, or a similar faculty. If you’re tech savvy and interested in developing security measures, information security can be a fascinating place to start.
5. Financial Advisor
Leave it to us at Stock-Trak to stress the importance of financial advising. Money management is a key pillar of success today, and individuals need more help than ever. With the rollercoaster ride the economy has taken in the last few years, The Bureau of Labor Statistics projects 4.4% employment growth for financial advisors between 2019 and 2029. While this may not seem like much, that is an estimated 11,600 jobs that will be available. The median salary for a financial advisor is around $87,850. 
Financial advisors typically have at least a Bachelor’s degree in finance, economics, or a related field. If you’re interested in problem solving and helping individuals grow their wealth, financial advising can be just as rewarding as it sounds.
Conclusion
While any of these fields would make for a unique and fulfilling employment experience, make sure to research what interests you and choose accordingly. Within each field, there are hundreds of employees, all doing different and exciting work. Make sure to look beyond the popular job titles and seek out the hidden gems waiting for you. 
If you’re looking for some extra inspiration, make sure to check out our Niche Careers series!
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Do you want to contribute to a better world? I was researching how to support charities, and get a return on my investment and found impact investing. Think of it like this…
Philanthropy + Investing = Impact Investing
Impact Investing
Is for anyone who has some money they want to invest in projects or organizations that are creating a better world. It applies to any cause, or issue. And can reach any community or group that is near and dear to your heart. If you feel uneasy about investing in companies that do more harm than good, impact investing is for you.
Why it’s better than pure philanthropy
When wealth is accumulated in one place for too long it stagnates. Money needs to move and connect people and their ideas. It’s energy manifested as human productivity. When money is given as a grant or donation, that is taking money from one place and putting it in another.
What is the economic incentive to be productive when the money was given as a gift?
When your grandma sends you a check for your birthday, do you spend it on education? What about investing it in your retirement account? Gifts and donations don’t have the same obligation as a loan.
If you look at a tree, it provides sugars that it secretes into the soil for the benefit of the microorganisms that live in the soil. However, this is not a simple donation. The tree is able to photosynthesize the energy of the sun and turn it into a valuable “product” that it shares with his homies underground. In exchange, they provide the tree with nutrients, including access to water and vital elements the roots of the tree wouldn’t be able to access on it’s own.
By sharing the love (plant sugars, to use a very simplified term) all creatures in the forest ecosystem benefit. 
This is what happens when money is provided as a long-term low interest loan to a social enterprise. This allows them to create what they need to impact their target audience. And this impact affects all areas, NOT just the bottom line.
So instead of having money disappearing after the grant or donation, the money can be reused over and over again. Helping the same group, or multiple groups for as long as you want.
This is one reason why I think impact investing is better than regular philanthropy. There is an integrated accountability to produce something with the money so that real change can occur, and a profit can be made to repay the investor. The cycle can continue indefinitely!
Greater Flexibility for Donors
Being able to test out different ideas, especially through micro-financing, donors become investors and can provide lessons as they share not only money, but business ideas across different sectors. 
As corporations have grown and merged, it’s become prohibitively expensive to buy in. If you only have a small amount of money to invest, you’re not able to benefit as much as those who started 20 to 30 years ago. With impact investing, you may not make the same returns as on the stock market, but whatever money you have will be incredibly valuable to the groups you invest in.
If you’re reading this article, you care more about the future of humanity and our planet, than you do about making the most amount of money from your investments. You care and you want to help. And up until now, you felt powerless.
Well I’m here to tell you that even your $20 extra dollars could be put towards a project that could use your money. And this greater flexibility means that more people can get involved and  feel like they’re contributing to improving life for everyone.
There are more options too! You could use some form of private debt, (this is a loan provided by an individual instead of an institution or bank) which is the most common financial instrument according to the 2017 GIIN Annual Survey. And there are new instruments as well, like pay-for-success contracts.
From this perspective, more companies are creating hybrid organizations that blend for-profit with not-for-profit goals to achieve greater access to implementing social change. By aligning profit with purpose, the entrepreneurial spirit to solve problems shifts into high gear. And without a moment to lose!
Celebrating Diversity
An important aspect of impact investing is bringing together investors who want to support worthy causes, and people with new and different ideas who formerly were excluded from traditional financing. This is an incredible paradigm shift that rewards diversity in all areas.
Diversity of investors
Many people are turned off from investing because they don’t like the gambling aspect of the capital markets. They also may have a distrust for large corporations who often do more harm than good. This has meant that a large portion of the population hasn’t even been in the game! They left their savings to rot in their bank account, making no interest and no long-term impact for either themselves or their communities. 
If they did invest their money, they probably paid a professional to take care of it for them. There is nothing wrong with this strategy. It can be a wise choice if you’re worried about losing your initial investment. However, you lose the excitement of making a difference.
There are many different micro-financing options that would allow even beginner investors to test the waters, and watch how their money creates positive change.
Democratizing venture capital
On the flip side, there is a lot of unconscious bias in regards to the kind of entrepreneurs or businesses who get venture capital. The exclusion isn’t always done consciously, but the result is the same. The vast majority of people who win investment dollars are white males. Why is this?
Because there is an unconscious bias for traditional investors to favour people who look and behave like them. And it won’t come as a surprise that most venture capitalists are white males. And so the cycle has continued over many generations. 
As we move into the impact investing space, we become aware of these biases and learn to look past the traditional “markers of success” and consider the purpose behind the projects. In this case, the project itself matters more than how much you have in common with the entrepreneur who is running it.
It’s also important to note that the largest growing sectors in entrepreneurship are women and minority groups. Learn more about how black women are outpacing all other demographic groups in the US, (USA facts).
By supporting more diverse people, the world gets access to more diverse solutions and ideas.
Scaling Innovative Ideas
Possibly the best part of this whole concept is the idea of scaling great ideas. Just like any child, a small business needs support in order to grow up and become independent from its parents. The whole rationale behind impact investing is not to create dependent systems, but to enable entrepreneurs to find success in their field.
Once the idea has been proven and a system is in place, there is massive potential to share these new processes with others. 
How to Get Started with Impact Investing
It needs to be said that we cannot provide you with investing advice. You will need to perform your own research and analyze what projects or initiatives are the most important to you. 
And just like any form of investment, before you commit any of your hard earned dollars you have to first assess your risk tolerance. In other words, how open are you to losing all of your money? The more risk you are willing to take on, the broader your scope when choosing projects or investment vehicles.
You may be motivated to help achieve one or several  Sustainable Development Goals, or perhaps you would like to work directly with entrepreneurs. One field to explore is microfinancing, where you provide small amounts of credit to the businesses who are innovating or creating positive change. You can work with local businesses or entrepreneurs in developing nations.
Another question to ask yourself is how much direct engagement do you want to have? The types of investments you choose will largely depend on whether you intend to “get your hands dirty” or if you want to take a hands-off approach.
Developing your investment strategy is the same in this space as it is anywhere else. However, instead of thinking only about the bottom line, you now have a triple bottom line. 
	What is the social impact?
	What is the environmental impact?
	What is the economic impact?

Taken together, you might choose an option that provides less financial return, but creates positive impacts in the other areas. You also need an exit strategy. Just because you’re working in this less traditional investment space, doesn’t mean you should abandon your objectivity. 
Only you can decide how and when you need access to your capital. So you still need to consider your time horizons and whether you can afford to not have access to your money for a certain period of time.
Conclusion
The world of Impact Investing is already several years in the making, and if you’re seriously interested in getting started, you can read more about turning your strategy into action from the Rockefeller Philanthropy Advisors . There are a lot of questions you need to ask yourself, and part of the fun is discovering the wealth of opportunities waiting for you. When it comes to making positive change, it’s never too late and never too little.
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Inflation 
Inflation is the rate at which the value of a currency is falling. During periods of inflation, prices for goods and services rise. Economists categorize inflation into three types: 
	Demand-Pull Inflation: When demand is greater than supply, prices rise. 
	Cost-Push Inflation: Increases to the cost of wages and raw materials result in higher prices of everyday goods and services. 
	Built-In Inflation:  Occurs when workers expect their salaries or wages to increase to help maintain their living costs, when the prices of goods and services increase.

The most commonly used inflation index in the US and Canada is the Consumer Price Index (CPI). 
The average consumer pays attention to trends in the economy. Expecting inflation in the future, employees demand higher wages now. With increases in wages, comes higher prices, continuing a cycle of price increases. 
Deflation
Deflation is when the price of goods and services decrease. In times of economic deflation, consumers have greater purchasing power. 
Although deflation may seem like a positive change, the concept can actually have detrimental effects on the economy. Increased deflation can indicate the start of a recession. As prices start to decrease, consumers tend to wait to purchase products, hoping to obtain them at a lower rate. This lower spending eventually snowballs into higher unemployment and interest rates, as manufacturers and producers struggle to make ends meet. 
During economic recessions, wages and employment also tend to decline as economic activity slows.
Deflation is generally the result of one of two situations. 
	Supply remains the same, but demand is low. Forcing businesses to lower prices.
	Demand remains the same, but supply increases. This is generally the result of lower production costs. In such cases, competition increases, forcing businesses to lower their prices to compete with limited demand of a good in large supply. 

Purchasing Power 
Essentially purchasing power reflects the amount of goods and services that a unit of currency can buy a consumer at a given point in time. 
From what consumers buy, to what they invest in, to stock prices, to a nation’s economic prosperity—purchasing power impacts all aspects of the economy. 
When inflation rises, purchasing power decreases, resulting in a higher cost of living for a population. This often means unemployment rates will rise, credit ratings will plummet, and individuals may find themselves amidst an economic crisis.
How it affects your finances  
Inflation and deflation are connected to changing economic trends. 
Currently, inflation is one of the major effects of the COVID-19 pandemic. The ongoing global crisis has impacted supply chains, energy prices, rent and housing markets, medical costs, and simultaneously increased the demand for certain goods and services. 
The global supply chain has seen hurdle after hurdle, with goods either arriving late or not at all. American businesses that relied on exports are in short supply, leaving consumers to expect inflation in the short-term. 
On the demand side, US imports increased by 30% during peak pandemic months. The global demand for household entertainment in the form of televisions, exercise bikes, and even furniture prompted a vast increase in container-shipping rates. 
Between January 2020 and April 2021 the cost of shipping a 40 foot container from east Asia to the US went from $1,500 to $4,000 USD. 
The Suez Canal blockage in March 2021 is another example of how global supply chains are a factor of inflation. 
The Suez Canal reduces shipping times between Europe and Asia by almost two weeks, carrying approximately 12% of world trade. 
Despite the fact that the canal was only blocked for six days, the global supply chain saw catastrophic distributions. The temporary set back further delayed the already congested ports and distribution centers. This resulted in delayed shipments to consumers, as well as manufacturers waiting for raw materials. Thus, creating a domino effect of delays as production and manufacturing were all halted waiting for supplies. 
It was estimated that the blockage delayed an estimated $400 million an hour in goods. 
The result: inflation. Businesses then increased prices to make up for the higher shipping costs, lost time and revenue. 
Oil and Inflation 
Oil prices and levels of inflation are closely linked in the economy. Rising oil prices increase the price of goods made with petroleum products, transportation, heating, manufacturing, etc. And inflation often follows. 
Oil has a multiplier effect as it circulates through markets. It is an unavoidable expense for companies that rely on transport. These businesses then pass the costs to consumers through increased prices. 
Currently, environmental groups are lobbying to block pipeline productions, and in turn oil prices are rising to compensate for safer methods of transport. However, higher oil prices can negatively impact the pace of spending on renewable forms of energy. Additionally, byproducts of natural gas are used in food preservation. Higher transportation costs can diminish the shelf life of perishable goods. For consumers who rely on these exports, these increased costs further devalue their currency. 
Therefore, keeping oil prices from surging will play a key role in adequate energy transition.
Interest Rates and Inflation
Inflation can pose a threat to a consumer’s investments. 
Generally, interest rates and the rate of inflation have an inverse relationship. Central banks manipulate short-term interest rates to affect the rate of inflation in the economy.
Lower interest rates result in a greater ability to borrow money, which results in increased spending. As spending continues, the economy grows and inflation increases. Increased prices decrease the value of your savings. Currently, interest rates have been facing a downward trend, resulting in consumer’s losing money compared to the average yearly inflation. 
Long-term financial planning and a range of investments is the best way to protect yourself from the unpredictability of inflation. This is because savings can lose their value, while investments tend to gain profits in the long-term.
Conclusion
Inflation and deflation are concepts that mirror one another. Inflation occurs when the prices of goods and services rise, while deflation occurs when those prices decrease. The balance between inflation and deflation is unpredictable and delicate, and an economy can quickly swing from one condition to the other depending on global conditions. Regardless, all aspects of the economy are impacted by inflation and deflation, and consumer habits change alongside it. 
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Have you ever noticed how the price of everyday items fluctuates over the years? Are you curious how these prices are determined? The consumer price index (CPI) is the most widely used indicator of inflation in the United States and Canada. Changes in the CPI are used to assess price variations associated with the cost of living. In this article, we’ll break down why the CPI is important and how it impacts consumer spending. 
What is the Consumer Price Index (CPI)
The CPI serves as a method of measuring the average price changes of common goods and services over time. The CPI is a measure that examines the weighted average price of a fixed basket of goods and services. The price of each item in the basket is evaluated on a regular basis. 
The CPI is calculated by taking price changes for each individual item in the predetermined basket of goods and averaging them. The evaluation is used to track inflation. For example, if the price of the basket of goods increases 1% in a year, inflation is said to be at 1% that year. 
What is in the basket of goods and services? 
The fixed basket of goods represents the purchasing patterns of consumers. Today, items like record players or DVDs would be replaced by smartphones and tablets. The basket is generally broken down into eight categories: 
	Housing 
	Apparel 
	Transportation
	Food and Beverages 
	Medical Care
	Recreation 
	Education and Communication 
	Others 

These items are often evaluated and updated to ensure they truly represent consumer trends. Retail outlets across the country help determine this information. And official governing bodies, like Statistics Canada and the U.S. Bureau of Labor Statistics (BLS) help conduct interviews and outsource this administrative data. 
Housing and the CPI 
Housing is an important component within the index. This includes rental costs, owner-occupied housing, hotels, inns, and other forms of lodging.  Currently, shelter makes up nearly a third of the basket for CPI inflation in the US, and therefore, the smallest increases in rent and home prices can greatly affect inflation rates. 
And while shelter is a major component of the CPI, house prices are not included in the overall index. House prices are seen as expenditures on an existing asset, where increases in price will benefit the homeowner. However, rent is included in the CPI, because rent is a current expense for consumers, and rising rent is a financial obstacle. 
This can be a challenge for economists. 
With owner-occupied homes, the price reflects both its value as an investment asset (which is ignored by the CPI) and as a service to renters (which is included by the CPI). 
Because the index sees owning a home as an asset, rather than an essential that doubles as an investment, younger generations are struggling financially when trying to purchase their first home. This discrepancy is delaying the overall financial stability of young adults, and is a cause for concern. 
Calculating CPI  
The formula used to calculate the CPI for a single item is as follows:
CPI = Cost of market basket in a given year / Cost of market basket in base year X 100. 
The base year is a benchmark number used to assess changes over time. In the US, this number is determined by the BLS.
Limitations of the CPI 
While the CPI is important in assessing economic trends, it has a few key limitations. The index evaluates eight major categories of consumer spending; however, it fails to take into account other factors that impact the cost of living in a given area; such as social or environmental causes. 
Situation bias is another key concern many have with the CPI. The way the index functions, it ignores the presence of substitutes in the market. For example, if the cost of butter increases, many consumers may switch to margarine—substituting more expensive goods for cheaper alternatives. However, the CPI assumes that people will continue to buy the more expensive butter.  And as a result, the reported increase in the cost of living is higher than the actual increase, skewing the numbers entirely. 
While the CPI accounts for those in urban areas, where a vast majority of consumer spending occurs, it does not take into account those living in rural areas. Therefore it cannot truly represent the entire population.
Why is understanding the CPI important to Consumers?
Conclusions from the CPI can be used to understand other changes in the economy. For example, increases in minimum wage are often the result of changing patterns noted by the CPI. The index is an important part of the economy as it automatically provides the cost of living wage adjustments. 
For example, the US CPI for All Urban Consumers: Meats, Poultry, Fish, and Eggs, suggests that in August 2021 the average cost of these household groceries is around $287; however, 20 years ago, in August 2001, the average cost was around $162. Having this information gives employees the data necessary to fight for increased wages. 
According to the BLS, the index can also impact eligibility for certain levels of government assistance. The CPI is often also used to adjust consumers’ income payments and determine Social Security benefit amounts. 
On an individual level, understanding these changes can help a consumer recognize their own purchasing power—the value of a currency expressed in terms of the amount of goods and services that one unit of money can buy. 
Increased inflation results in decreased purchasing power, and can impact long-term savings, investments, and budget plans. 
Importance of the CPI as seen through housing 
For example, according to research conducted by the U.S. Bureau of Labor Statistics, housing that would cost $100,000 in the year 1967 would cost $902,981.73 in 2021 for an equivalent purchase.  Therefore consumers can see that prices for housing were 802.98% higher in 2021 compared to 1967. 
In 1967, the federal minimum wage in the US was $1.40. As of 2020, the minimum wage stands at $7.25. 
Therefore, consumers can see that despite there being an 800% increase in housing prices, the minimum wage has only increased 417% in the same time frame. 
Conclusion
The CPI in the simplest terms, is  a cost-of-living index. It was designed to help governing bodies and individuals measure the price of different goods and services consumed within a household. It is not meant to measure the value of investment assets that families hold. Because of this, the CPI considers the cost of rent within the index, but fails to account for the rising cost of homes. Thus, making it more difficult for younger generations to purchase their first home. 
Understanding the changing dynamics within the CPI and inflation can shed light on the importance of consumer purchasing power, investing and protecting assets like land and property.
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You may have heard the saying “college is the best four years of your life” and for many this may have been true. However, current college students and recent alumni might disagree. Our college and university experiences have been like no generation before. 
I started my undergraduate degree, in person, in 2017. And in 2021 I watched a youtube video that supposedly commemorated my experience. The transition from in-person to remote learning to a hybrid model was a jarring and overwhelming journey. The situation has brought both positive and negative outcomes that will be present in the education system for years to come. And has completely shifted the notion of what life is like in your early 20s. 
Without social interaction, accountability, stability, or hands-on experience, students across the globe face grueling obstacles. Not to mention the added stress of time differences, virtual extracurriculars, no physical support system, and a stark lack of networking and career opportunities. 
This combination forces graduating students to enter the world of adulthood in an abrupt and lackluster fashion, leaving us unprepared and unmotivated for work life. 
As a fourth year university student in peak pandemic times my initial worry of fighting senioritis was replaced by an overburdening panic about post-graduation life. Apart from Googling “jobs near me” I didn’t have the slightest clue where to start the process. 
I found myself in several virtual meetings with career counselors who insisted on telling me that “there were jobs available” and I simply needed to “make a portfolio” or “reach out to people via LinkedIn.” Failing to tell me where to find these jobs, what a portfolio should look like, and who exactly I should be “reaching out to.”
Everyday I was hit with an email saying “thank you for your application, but we are not hiring at this time.” Feeling more and more defeated and disconnected from reality, I realized I was trapped in a limbo between adulthood and childhood. My university experience would end from my childhood bedroom, and if I was fortunate to start my working life, it would begin from the same place. 
As I neared the end of my degree and fell into a routine of applying to 20 jobs a day, I began receiving emails about starting to pay off my student loan. Feeling disconnected from the work I was producing, spending 16 hours a day in front of my laptop, and essentially functioning like a robot, I started to wonder if it was all worth it. 
Yet, despite the obvious discontent students like me were facing, the societal expectation is still that young adults obtain an undergraduate degree. 
This begs the question…
Will this societal practice change?
With skyrocketing tuition fees, is it worth finding yourself in years of debt for an education you can receive online? 
And what about the education you can’t receive online? Student athletes, musicians, and artists find themselves facing major career setbacks. 
According to a Next College Student Athlete survey, 30% of student-athletes are concerned that universities will eliminate their sport’s program entirely. Additionally, students relying on athletic scholarships and recruitment will likely fall through the cracks. Making their post-university transition even more grueling. 
While it’s possible remote learning could help dissolve the eliteness associated with a college education, it also perpetuates the notion that college is solely about academia and research. And ignores the versatility of young adults, who are capable of being well-rounded individuals. 
The transition to remote learning has also exposed numerous inequalities in the education system. Students without a reliable internet connection, laptop, or who require financial and academic help, are far more likely to postpone or forgo attending a post-secondary institution. 
Without access to campus libraries and free wifi, students lack the environment necessary to be successful in college or university. The cost of utilities like hydro and electric bills, gas, phone, heat, and air-conditioning are also added expenses of remote learning. 
According to an article by CNBC, 4 in 10 students need more financial aid than they did before the pandemic, and 1 in 7 students who did not previously require student aid are now in need of it. The additional financial burden and lack of social interaction resulted in the lowest college enrollment rates the United States has seen in two decades. In 2020 rates were down 66.2% compared to the year before. 
With lower enrollment rates and a greater expectation for young adults to have an undergraduate degree, we are likely to see a discrepancy in the workforce moving forward. In the 2020-2021 school year, students of color, and particularly Native American students, saw the largest drop in college enrollment, particularly at two-year colleges. 
With women and students of colour attending post-secondary institutions at a lower rate, they will face even greater challenges moving into positions of power as time goes on. If universities don’t begin to address these issues now, young adults face a life-long uphill battle. 
University students today find themselves spending more on their education than previous generations and leaving with far less. The resilience of university aged students during the pandemic is not to be underestimated. 
Collecting stories from readers like you can help us understand how to better support students today. Tell us about your experience as a young adult in pandemic times.
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You’ve probably heard about the importance of having good credit, but have you ever wondered what that actually means? 
Credit is the ability to borrow money, access goods, or use services with the understanding that you’ll pay at a later date. Having good credit means you’re more favourable to banks and lenders. Therefore, it’s important to protect your overall credit score. 
In this article, we explain the ins and outs of credit, as well as some tips and tricks to ensure you’re maintaining a healthy credit score.  
What is a credit score? 
A credit score is a number between 300 and 800. This number is based on your credit history, and can help lenders evaluate your spending habits and worthiness for obtaining loans. The higher the number, the better your score. 
According to the Fair Isaac Corporation (FICO), a major analytics software company, a credit score between: 
	300 and 579 is considered poor
	580 to 699 is considered fair
	670 to 739 is good
	740 to 799 is very good
	800+ is excellent. 

Depending on the credit scoring model used, these numbers may vary slightly. 
Why is it important? 
While most people overlook the importance of maintaining a high credit score, this number can have a big impact on your financial life. If your credit score is above 670, lenders will likely see you as a lower-risk borrower. Whereas those with lower scores may struggle to obtain credit, limiting their credit card options, and may not be qualified for loans with better terms. Lower interest rates or fees are only available to people who have good credit.
Your overall credit score can impact your ability to purchase a new loan, rent or buy a home, lease or buy a car, set up utility or insurance payments, and several other day-to-day expenses. For example, if you’re applying for a mortgage on a $300,000 home with a FICO score of 620, you might pay 1.6% more interest than a buyer with a score above 760. This would increase your payments by $275 per month. 
How to protect your credit score? 
If you’re a first time credit card holder, you’re building your credit score from scratch. So start practicing good credit habits early. If your credit score is not where you’d like it to be, don’t panic. Your monthly income, housing payments, and other personal finance decisions are also considered by banks and lenders. 
One way to help ensure your credit score doesn’t plummet, is to make sure you don’t exceed your credit limit. Going over your authorized limit will hinder your score.  So, it’s important to make sure you at least have minimum payments in on time. 
Another way to improve your credit score is to pay attention to your utilization rate. This is the percentage of your total credit limit being used. Lowering this rate will help increase your overall score. 
According to FICO credit scores, payment history makes up 35% of an overall credit score and credit usage accounts for 30%. Additionally, age of credit—the length of time you’ve been accumulating credit—serves as 15%. Whereas, credit mix, the diversity of retail accounts held, such as credit cards, mortgages, etc. accounts for 10%. 
The last 10% of your score comes from new credit inquiries, or the number of recent accounts opened—for example, opening numerous accounts in a short period of time will lower your overall score. 
What are credit reports? 
While your credit score represents your payment history and financial habits, a credit report demonstrates this in greater detail. A credit report is your complete credit history, outlining what bills you’ve had, when and how you paid them, what their amounts were, how long you have been using credit, how much debt you’re in, etc. 
Financial planning and money management is a lifelong task, and you’re bound to make mistakes. Fortunately, items on your credit report will not follow you around forever. In most cases, items like missed bill payments, expire after 7 years. However, more serious offenses, like unpaid taxes, stay on your credit report for up to 10 years. 
Experian, TransUnion, and Equifax are the three main organizations that provide credit reports in the United States. Each of these organizations entitles you to one free copy of your credit report every 12 months. Additionally, all agencies have a dispute process if you find something concerning on your credit report. Keeping financial records organized is a good way to ensure you have the necessary information to back up your dispute. 
Conclusion
Your credit score represents your personal finances and investment value, so it’s important to maintain a favourable number. Your overall credit score is a number between 300 and 800, and a good credit score is anything above 670. Making payments on time, having a low utilization rate, opening a variety of accounts over a long stretch of time, and practicing smart money management will help ensure your credit score is where you’d like it to be. 
If you’re interested in a detailed credit history, request your credit report. Don’t panic if you find concerns on the report, you’re always able to file disputes. And remember, it’s never too late to change your budgeting habits, the personal finance mistakes you make when you’re young won’t follow you around forever. 
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From where you live to what you eat, money affects all aspects of day-to-day life. Unfortunately, most people still struggle with not having enough of it. Financial insecurity can lead to adverse health effects, including poor mental health like depression or anxiety; as well as physical symptoms such as migraines, heart disease, insomnia, and several others. 
This is why it’s important for your overall well-being to budget, and manage your personal and family expenses. 
Many students and young adults are unaware of how to manage their finances. Financial literacy is starting to be mandatory in some states for secondary education. But most millennials were not taught the skills to adequately budget their own income later on in life. 
What is money management and financial literacy?
Money management refers to how you handle all aspects of your financial life. This can include budgeting, investing, improving your credit score, paying off debt, or setting long and short-term financial goals. When done strategically, money management can ease stress and improve your overall quality of life. 
Similarly, financial literacy refers to the practice of making  wise decisions related to managing your personal finances. It also refers to coping with the mental toll that comes with money management, as concerns about money can trigger feelings of stress, anxiety, or even depression. There is a learning curve when it comes to managing your finances, and this process often takes time and energy. 
Being financially literate allows you to feel confident with your spending habits. It enables you to ask the right questions when making large financial decisions. Which includes being comfortable with knowing when you need further clarification from a financial advisor, or anyone else who is managing your finances.
How to go about improving your own financial literacy?
While many people think they have a grasp on money management, they spend more than their families’ household income and fail to have an emergency savings fund. On top of that, many Canadians and Americans carry into their 30s and 40s vast amounts of student debt that hinders their ability to save for retirement. 
To help ensure you’re making informed financial decisions, consider taking  financial literacy courses online or in person. Learning the first steps to investing responsibility can help you learn how to grow your money, and hopefully see greater savings in the long run. 
If you’re trying to organize your personal finances, it’s a good idea to talk to a professional financial advisor who can answer any questions you might have. With the help of a professional, you can put together realistic, short and long term plans for managing your finances. As well as learn to adequately contribute to your retirement, plan your estate, and nominate successors. Additionally, continuing to see a financial specialist can aid you in updating your financial plan as your income and financial situation changes over the years. 
If you’re hoping to manage your financial situation on your own, there are several resources available online. Subscribe to financial newsletters, listen to money management podcasts, read accredited books and articles, and talk to those around you about their budgeting strategies and personal finance knowledge. 
If you’re nervous about investing with real money, you can use StockTrak to practice investing with a virtual portfolio, so that you gain the skills necessary before jumping in with your hard earned cash. We also have a personal budgeting game to help reinforce good habits like contributing to an emergency savings fund every month. 
If you would like your college to launch a campus wide financial literacy program, contact us to learn how to get started. That way everyone at your school can graduate with all the skills to succeed!
Why does financial literacy matter? 
According to an article on Forbes.com, learning financial literacy serves the whole community, not just you as an individual. With increased financial literacy comes more jobs, more income that comes back into the economy, and less national debt. 
The article also notes that positive attitudes toward money can lead to an increased desire to give back. This can be seen in the form of donations or by providing business to local entrepreneurs. In the long run, investing in your own financial literacy benefits more than just you. 
Learning to be financially literate is not about getting rich quick schemes. Nor is it about encouraging all saving and no spending. Instead it promotes being aware of your financial situation and looking for ways to continuously improve. With the goal of having financial  stability and peace of mind. And yes, to one day be financially independent!
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Webinar Hosted by Lauren Minch (CFA, CPA) and Mike Duffy (CPA)
Date: September 14th, 2021 – 3 PM EST (2 PM CDT & 12 PM PST).


Together with my colleague Mike Duffy (CPA), we will tell you why other professors should be using a financial education simulation in their class. With all our business and academic experience, we’ve now turned our attention to help other professors teach their students to become more financially literate, and that’s why we want you to join us on this webinar!                                                                          
We will show you personal finance lessons that cover banking, credit, debit, insurance, taxes, and more. Additionally, we will introduce you to a virtual trading simulation that includes global equities, bonds, options, futures and mutual funds. Best of all, these simulations are fully customizable to your class, your subject, and your course objectives. They also contain many built-in lessons and assessments to make using them in your class seamless.


	Learn more about our Virtual Trading Platform
	Learn more about our Personal Budgeting Game

Register Now!


* If you can’t attend the webinar at the specified time, we can send you a recorded version when it finishes. Click the Register Now to join us.
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StockTrak has already become a cornerstone in financial literacy classes across the United States, and our new updates bring the most-requested new features directly to your classroom. Our key improvements include:
Budget Game New Updates
• Improved Bank and Credit Card Statements – Student’s checking account, savings account, and credit card statements have had a major visual facelift to more closely align with actual online bank statements from major financial institutions.
• Summary Statements – Our new Summary statement brings the relevant details for each student’s financial health in one place, the perfect dashboard for a birds-eye view of their financial health.
• Full-Time Mode Changes – The Budget Game has two game modes – a part-time student and part-time worker, or a full-time worker who just started their first job. Both versions have a multitude of minor improvements, but a new key difference this fall in Full-Time Mode is that paychecks are only distributed once every two weeks instead of weekly.
• Graphics Update – Our graphic design team has been hard at work as well, adding new illustrations and graphics throughout the game to bring each scenario to life.
 
Advanced Assignment Tracking
• Time Tracking – The first key improvement is time tracking. With this next update, you as the professor will have the estimated time of completion for each lesson that you assign your students to have a clear picture on the assignment load each student will need to complete. We also are adding time tracking to each lesson, so you can see how much time each student in your class takes to finish each lesson and its accompanying assessment.
• Grade Tracking – The previous generation of our Assignments engine would track the score students received on each assessment, but not their answers to each individual question. This next update will give you question-level insights for each student. If you allow students to re-take the assessments associated with each lesson, you can see their answers from each attempt.
• Class Summary Statistics – This update also adds new class summary reporting, so you can see how long the average student in your class takes to complete each lesson, along with summary statistics on which individual questions in our assessments are frequently missed.
 
New Student Dashboard
• We brought the student’s progress on your class Assignments front and center, so students are immediately greeted with what they need to focus on first.
• If your class is utilizing our Budgeting Game, their current game progress comes up next, with calls to get back into the game.
• This is followed up with your student’s current open positions and portfolio snapshot. If your class is not utilizing the budget game or assignments, this will appear right on top.
• The right side of the page is packed with important communications for your student. This includes your school’s logo (if you have uploaded one), important system messages that may impact their portfolio, your own message that you can post from your Administration Dashboard, and your class’s discussion forum.
 
Financial Literacy Lesson Update
Investing101 Update
Our Investing 101 curriculum is a great refresher for students on the fundamentals of investing as well as an essential component to department-wide or campus-wide investing competitions to help promote financial literacy. Our 10-chapter, 100-lesson course has undergone a comprehensive overhaul in light of changing trends in the personal investing world since its first launch. Highlights to the update include:

• More and improved short video tutorials;• Enhanced introductions to each covered security type, what they fundamentally represent, and how they can be combined for specific investing objectives;
• Complete revision of our chapters on Fundamental and Technical Analysis;
• Both new and improved tutorials on utilizing stock screeners and making your first trade;
• Improved focus on personal investing, including a discussion of tax advantages of “Buy and Hold” investing;
• Revamped chapter on Current Hot Topics in Trading, including lessons on cryptocurrencies, short squeezes, and ESG investing
• Each chapter of Investing101 now includes two separate assessments – a short vocabulary quiz followed by a longer quiz on the substance of the chapter.
Financial Literacy Update
Our Financial Literacy lesson library has also received a major update. In addition to bringing our taxation lessons up-to-date with current tax policy and dozens of updates to our existing lessons, many new lessons have also been added. These include:
• Unit introduction on taxation
• Career development and the impact of different types of education
• Charities and including giving in a spending plan
• Simple and living wills
• Understanding apartment rental agreements and obligations
• Employer and employee rights and responsibilities
• Using spreadsheets to compare loan terms to see which is a better deal
• As with all of our lessons, each of our new lessons is bite-sized to take students 10 minutes or less, with an automatic assessment to check for understanding.

Our financial literacy lessons are perfect for Personal Finance classes utilizing both our portfolio simulation and personal budgeting game, or an excellent supplement to any business or finance class to ensure your students have exposure to the essential skills they need after graduation.
 
StockTrak Sharpe Ratio Update
The Sharpe Ratio has been a staple of StockTrak for years, where professors could include Sharpe Ratio calculations and rankings on all of their classes. Over the summer of 2021, our accounting system has updated the Sharpe Ratio calculation to improve its accuracy for all classes.
What has Changed
The previous Sharpe Ratio on StockTrak was a “raw” ratio, based on each user’s daily portfolio returns. This had two weaknesses:
• This included ALL days, including weekend (non-trading) days. This meant the previous Sharpe Ratio calculation under-stated portfolio variance, since days with no change were included in the calculations.
• If any corrections to a student’s account were made, the historical values were not updated in the Sharpe Ratio calculation. This meant in the rare case where a correction needed to be made to a student’s account, their Sharpe Ratio would continue to be inaccurate.
Both of these cases are now addressed in the new calculation.
Future Updates
In addition to our updated calculation for the Sharpe Ratio, we also plan to retire our former Alpha/Beta calculation and add in additional calculations for Jensen’s Alpha and Treynor Ratios for the Fall 2021 semester. Both of these calculations will be based on the beta of the user’s portfolio itself, rather than the beta of a student’s individual holdings. This change is driven both to include additional measures of portfolio performance, but also because our data feeds typically would only include actual beta values for US stocks. As most classes allow multiple security types, as well as equities from multiple countries, transitioning to the beta of the portfolio itself allows for much greater consistency and tractability for students wishing to verify their ratio calculations.
We expect both the Jensen’s Alpha and Treynor Ratios to be available for all classes by mid-August. If you create your class beforehand, you will have the option to add these ranking types to your class as soon as they are available.
 
TA Accounts
We are getting into grading season for the Spring 2021 semester, when your TA can be a real life saver. With that in mind, we are excited to announce the latest improvement to StockTrak’s reporting tools – our TA accounts!
How it Works
StockTrak traditionally has had a variety of detailed reporting tools for every class available to every professor – but only the class’s creator had access to these reports. This made it challenging to have your teaching assistants log in to review the reports and assist with grading.
However, our latest update will let you flag any student account in your class as a “TA” – granting them access to all Assignments and Reports for your class.
What TA Accounts Can Do:
• View your standard professor reports (summary, ranking, activity report, diversification report, top traded securities)
• Manage Teams in your class (click here for more information on our Teams feature)
• Export your class trading data and historical portfolio values
• Create, edit, and view assignments for your class
• View and export assignment progress reports
• Trade and manage a portfolio, and appear in your class rankings
• Reset passwords for any student in your class
Your TA accounts CANNOT:
• Create a new class
• Edit any of your class trading rules rules
• Edit or cancel any other students’ trades
• View reports or assignment progress from any other class
 
Coming Soon…
• A new beta program. Instead of rolling out each update to all users at once, students will have the option to preview the new versions and report to our product development team about any issues they encounter to ensure a completely smooth and pain-free transition.
• Phased Implementation. The update will be approached page-by-page, instead of an “all at once” revision. This will give our team more time to collect feedback from students and professors previewing each page through our beta releases.
• Mobile First. The current version of StockTrak has a slimmed-down mobile site so students can check their portfolio and trade from anywhere. However, our next version is making mobile a key design priority, so students will have access to all resources both from their laptops and mobile devices.

 StockTrak Changelog
 Budget Game Summer 2021 Update
  Written by Kevin Smith 


StockTrak’s Budget Game has already become a cornerstone in financial literacy classes across the United States, and our Summer 2021 update brings the most-requested new features directly to your classroom. Over the Summer, key improvements include:
Improved Bank and Credit Card Statements
Student’s checking account, savings account, and credit card statements have had a major visual facelift to more closely align with actual online bank statements from major financial institutions.
Summary Statements
Our new Summary statement brings the relevant details for each student’s financial health in one place, the perfect dashboard for a birds-eye view of their financial health.
Full Time Mode Changes
The Budget Game has two game modes – a part-time student and part-time worker, or a full-time worker who just started their first job. Both versions have a multitude of minor improvements, but a new key difference this fall in Full-Time Mode is that paychecks are only distributed once every two weeks, instead of weekly.
Graphics Update
Our graphic design team has been hard at work as well, adding new illustrations and graphics throughout the game to bring each scenario to life.

More improvements are slated to continue to roll out over the course of the semester, but our Summer update makes the most engaging way to teach financial literacy even better!

 StockTrak Changelog
 Advanced Assignment Tracking
  Written by Kevin Smith 


StockTrak’s Assignments engine have become a key tool utilized by professors around the world to assign reading, video, and interactive lessons while students are engaged with our portfolio simulation and budgeting game. This Fall, we are releasing a major update to how student activities are logged to give more insight than ever to your class activities.
Time Tracking
The first key improvement is time tracking. With this next update, you as the professor will have the estimated time of completion for each lesson that you assign your students to have a clear picture on the assignment load each student will need to complete. We also are adding time tracking to each lesson, so you can see how much time each student in your class takes to finish each lesson and its accompanying assessment.
Grade Tracking
The previous generation of our Assignments engine would track the score students received on each assessment, but not their answers to each individual question. This next update will give you question-level insights for each student. If you allow students to re-take the assessments associated with each lesson, you can see their answers from each attempt.
Class Summary Statistics
This update also adds new class summary reporting, so you can see how long the average student in your class takes to complete each lesson, along with summary statistics on which individual questions in our assessments are frequently missed.
These tracking and reporting improvements make our Assignments engine more robust than ever, with more improvements planned throughout the semester.

 StockTrak Changelog
 Coming Soon – StockTrak 6
  Written by Kevin Smith 


StockTrak has been a leader in online portfolio simulations for over 30 years, and we are excited to announce a whole new revision to our platform coming this Fall!
The StockTrak 6 project is a complete re-imagining of our user interface with key goals in mind based on the feedback we have received from tens of thousands of students and professors. Key improvements that you can expect to see implemented over the course of Fall 2021 include:
	A new beta program. Instead of rolling out each update to all users at once, students will have the option to preview the new versions and report to our product development team about any issues they encounter to ensure a completely smooth and pain-free transition.
	Phased Implementation. The update will be approached page-by-page, instead of an “all at once” revision. This will give our team more time to collect feedback from students and professors previewing each page through our beta releases.
	Mobile First. The current version of StockTrak has a slimmed-down mobile site so students can check their portfolio and trade from anywhere. However, our next version is making mobile a key design priority, so students will have access to all resources both from their laptops and mobile devices.

This is just a small introduction of the full suite of new features and enhancements that will be part of our StockTrak 6 update – stay tuned for more!

 StockTrak Changelog
 New Student Dashboard
  Written by Kevin Smith 


This Summer, the StockTrak team has put a premium on ease-of-use and clarity for students with our major updates to the user interface. The star of our new look is the new Student Dashboard, which brings everything your students need to see in one place.
	We brought the student’s progress on your class Assignments front and center, so students are immediately greeted with what they need to focus on first.
	If your class is utilizing our Budgeting Game, their current game progress comes up next, with calls to get back into the game.
	This is followed up with your student’s current open positions and portfolio snapshot. If your class is not utilizing the budget game or assignments, this will appear right on top.
	The right side of the page is packed with important communications for your student. This includes your school’s logo (if you have uploaded one), important system messages that may impact their portfolio, your own message that you can post from your Administration Dashboard, and your class’s discussion forum.

This new Dashboard is just the first step in a comprehensive overhaul to StockTrak’s user interface – with more details coming soon!

 StockTrak Changelog
 Financial Literacy Lesson Update
  Written by Kevin Smith 


Beyond StockTrak’s world-class portfolio simulation, our Assignments engine is what really sets our platform apart as an indispensable tool for university finance, personal finance, and accounting classes. This summer, our curriculum specialists have launched our biggest update in years, focusing on our most in-demand topics.
Our major update includes:
Investing101 Update
Our Investing 101 curriculum is a great refresher for students on the fundamentals of investing as well as an essential component to department-wide or campus-wide investing competitions to help promote financial literacy. Our 10-chapter, 100-lesson course has undergone a comprehensive overhaul in light of changing trends in the personal investing world since its first launch. Highlights to the update include:
	More and improved short video tutorials;
	Enhanced introductions to each covered security type, what they fundamentally represent, and how they can be combined for specific investing objectives;
	Complete revision of our chapters on Fundamental and Technical Analysis;
	Both new and improved tutorials on utilizing stock screeners and making your first trade;
	Improved focus on personal investing, including a discussion of tax advantages of “Buy and Hold” investing;
	Revamped chapter on Current Hot Topics in Trading, including lessons on cryptocurrencies, short squeezes, and ESG investing

Each chapter of Investing101 now includes two separate assessments – a short vocabulary quiz followed by a longer quiz on the substance of the chapter.
Financial Literacy Update
Our Financial Literacy lesson library has also received a major update. In addition to bringing our taxation lessons up-to-date with current tax policy and dozens of updates to our existing lessons, many new lessons have also been added. These include:
	Unit introduction on taxation
	Career development and the impact of different types of education
	Charities and including giving in a spending plan
	Simple and living wills
	Understanding apartment rental agreements and obligations
	Employer and employee rights and responsibilities
	Using spreadsheets to compare loan terms to see which is a better deal

As with all of our lessons, each of our new lessons is bite-sized to take students 10 minutes or less, with an automatic assessment to check for understanding.
Our financial literacy lessons are perfect for Personal Finance classes utilizing both our portfolio simulation and personal budgeting game, or an excellent supplement to any business or finance class to ensure your students have exposure to the essential skills they need after graduation.
If you have not used our Assignments tool before, you can learn more in our Professor Resource Center!

 StockTrak Changelog
 StockTrak Sharpe Ratio Update
  Written by Kevin Smith 


The Sharpe Ratio has been a staple of StockTrak for years, where professors could include Sharpe Ratio calculations and rankings on all of their classes. Over the summer of 2021, our accounting system has updated the Sharpe Ratio calculation to improve its accuracy for all classes.
What Has Changed
The previous Sharpe Ratio on StockTrak was a “raw” ratio, based on each user’s daily portfolio returns. This had two weaknesses:
	This included ALL days, including weekend (non-trading) days. This meant the previous Sharpe Ratio calculation under-stated portfolio variance, since days with no change were included in the calculations.
	If any corrections to a student’s account were made, the historical values were not updated in the Sharpe Ratio calculation. This meant in the rare case where a correction needed to be made to a student’s account, their Sharpe Ratio would continue to be inaccurate.

Both of these cases are now addressed in the new calculation.
Future Updates
In addition to our updated calculation for the Sharpe Ratio, we also plan to retire our former Alpha/Beta calculation and add in additional calculations for Jensen’s Alpha and Treynor Ratios for the Fall 2021 semester. Both of these calculations will be based on the beta of the user’s portfolio itself, rather than the beta of a student’s individual holdings. This change is driven both to include additional measures of portfolio performance, but also because our data feeds typically would only include actual beta values for US stocks. As most classes allow multiple security types, as well as equities from multiple countries, transitioning to the beta of the portfolio itself allows for much greater consistency and tractability for students wishing to verify their ratio calculations.
We expect both the Jensen’s Alpha and Treynor Ratios to be available for all classes by mid-August. If you create your class beforehand, you will have the option to add these ranking types to your class as soon as they are available.

 
 StockTrak Changelog
 TA Accounts
  Written by Kevin Smith 


We are getting into grading season for the Spring 2021 semester, when your TA can be a real life saver. With that in mind, we are excited to announce the latest improvement to StockTrak’s reporting tools – our TA accounts!
How It Works
StockTrak traditionally has had a variety of detailed reporting tools for every class available to every professor – but only the class’s creator had access to these reports. This made it challenging to have your teaching assistants log in to review the reports and assist with grading.
However, our latest update will let you flag any student account in your class as a “TA” – granting them access to all Assignments and Reports for your class.
What TA Accounts Can Do
Your TA accounts CAN:
	View your standard professor reports (summary, ranking, activity report, diversification report, top traded securities)
	Manage Teams in your class (click here for more information on our Teams feature)
	Export your class trading data and historical portfolio values
	Create, edit, and view assignments for your class
	View and export assignment progress reports
	Trade and manage a portfolio, and appear in your class rankings
	Reset passwords for any student in your class

Your TA accounts CANNOT:
	Create a new class
	Edit any of your class trading rules rules
	Edit or cancel any other students’ trades
	View reports or assignment progress from any other class

Creating a TA Account
If your TA is already registered as a student in your class, simply visit your Registration File report, and click the button to flag that student as a TA:

 
If your TA is not already registered into your class, you can also convert your “-a” and “-b” demo accounts that are created when you first registered your class into TA accounts.
If you do not have your demo accounts available and your TA is not registered to your class, our support team can also create a fresh TA account for any class – just let us know the email address of your TA and we can get them set up!
 
As always, every new feature on StockTrak comes from feedback from the thousands of classes that use our platform every year. If you have any suggestions for improvements, let us know!
 
Kevin Smith
StockTrak Director of Product Development

 Blog
 StockTrak | Finance Education Gamified
  Written by Cassandra Wood 


StockTrak has been the global leader of virtual stock market simulations for over 30 years. We provide a virtual platform for professors to teach financial literacy to their students enrolled in university or college classes.

Investment professors, don’t let your students miss out on this fantastic learning opportunity. Last year, we had 8000 students registered across our properties. We know how to provide the tools and space for them to succeed inside and outside the classroom. That’s why 98% of students report feeling more confident in the financial markets after using our platform. 
How can we help you get started?
Please let us know what questions you may have, or if you’d like to book a demo to see the platform in action. Professor accounts are completely free and you’ll get access to an account manager to help you with any questions you may have.
[maxbutton id=”3″]  [maxbutton id=”4″]
Easy to Set-Up Classes
Your time is precious! So we’ve made sure your class set-up only takes a couple of minutes. Better yet, you can reuse your settings from previous semesters once you’ve started to use the platform. After you create your free professor account, you can create your class ahead of time so that you’re ready for the beginning of the semester!
Your students will get access to tutorial videos, lessons on investing, and advanced research tools with SEC filings and over 40 other data points in our Research Center. We even integrated company info, analyst ratings, symbol lookup, and charting tools directly into the trading page, so students can do all their investing research all in one place. Allowing them to be completely independent once your class starts.
Fully Customizable

Our stock game can be perfectly tailored for your class. Choose your own class contest length and dates, which exchanges will be available, what students can trade, and over 50 different settings! Choose from any of the following security types.
	Stocks, ETFs, and Equities
	Mutual funds
	Bonds
	Options
	Futures and Future Options
	Forex
	Cryptocurrencies

Integrated Self-Graded Lessons
Registering your class on StockTrak comes with an extensive collection of experiential learning exercises to maximize your students’ understanding of investing, personal finance, economics, and business. Assignments include articles, videos, interactive calculators, and exams that are self-graded and included in the students’ progress reports. We also have a set of career development lessons to help prepare them for the job market. They can research job descriptions and available opportunities to see what it takes to get their dream job.
Live Support Chat
If at any time you or your students require assistance, we have live chat available to answer any of your questions. Our agents are available between 9:30 AM to 5:30 PM EST Monday to Friday, to support any technical questions, navigating the site, or any other questions you may have.
Professor Test Drive

Would you like to see the platform in action before using it in your class? We’ve set up a challenge that allows you to see what it’s like for students.
[maxbutton id=”1″]
Alternatively, if you’re ready to set up your professor account and want to see all the settings, you’re welcome to create your free account. We’re here to help you every step of the way. So please let us know if you’d like a demo or have one of our senior agents contact you.
[maxbutton id=”3″]  [maxbutton id=”4″]

 Blog
 StockTrak Launches College Personal Finance Simulation Featuring Budgeting and Investing
  Written by Cassandra Wood 



StockTrak has been a leading provider of global virtual financial simulations, with over 1500 professors using the platform in their class every semester!
With a Personal Budgeting Simulation and Curriculum.
It is perfect for personal finance professors as a core part of your curriculum.
Finance professors can include the Personal Budgeting Simulation as a major value added for their students – for the same cost as using just the virtual trading platform. 
Or students from across your college can have access as part of a Campus Wide Financial Literacy Challenge.
 
Where we’ve been
	Over 80,000 students have used StockTrak to learn financial literacy and gain experience with the stock market before opening brokerage accounts or becoming professionals
	We’ve helped over 10 million people feel more confident about investing, about financial skills.
	90% of students would recommend their professor to continue to use StockTrak in their classes, with 98% of students report feeling more confident in the financial markets.

 
We would love to show you how this could enhance your class. There are 3 ways that you could get in touch with us to learn more.
1. If you would like to talk to someone to get more information, please fill out this form.
[maxbutton id=”3″] 
 
2. To see a demo of the Personal Budgeting Simulation, schedule a meeting with one of our senior sales agents here.
 [maxbutton id=”4″]
 
3. Experience using the program as if you were a college student yourself. Register for free access to test it out!
  [maxbutton id=”1″]
 
Personal Budgeting Game
Student are engaged to learn because the program uses real-world scenarios with consequences. They experience managing a monthly budget, savings goals and building an emergency savings fund.
They also build responsible habits with their credit scores, credit and debit cards, and learn how to build their wealth BEFORE using real money.

The Personal Budgeting Game uses real-life scenarios with consequences. Students learn valuable life skills by practicing how to build responsible spending habits and a good credit score. By balancing a debit and credit card they learn how to manage their monthly budget and put money aside to reach their savings goals. They earn points by building an emergency savings fund and having a good quality of life. 
The inclusions in the personal budgeting game are as follows:
	Online and Virtual Platform: set-up as a calendar that runs for 1 year
	It’s Easy to use and adaptable for any learning environment
	Flexible time commitment and it saves as you go
	Additional pop-up lessons embedded into the platform teach key concepts
	Downloadable account statements to do cashflow reports
	Tutorial videos to explain new terms or how to play

 
[maxbutton id=”3″ extraclass=”track-click”]  [maxbutton id=”4″]  [maxbutton id=”1″]
 
Virtual Trading Platform
The virtual trading platform allows students to research and trade stocks, bonds and mutual funds, and much more. With research tools, live data and up-to-date class rankings based on portfolio returns.

All settings in the stock market simulation are customizable. Choose from any of the following trading settings when you set-up your own professor account on StockTrak:
	Over 40 portfolio currencies
	50+ exchanges from North and Latin America, Europe and Asia
	Choose the available securities from equities, stocks, ETFs, mutual funds, bonds, options, futures, forex, future options and cash spots
	Customize the available stocks by either blacklisting stocks, or selecting a short list that students can trade from

Your students will thank you for using StockTrak because they will get the chance to practice how to invest their money in a safe environment. Experiencing the impact of their decisions before using their real money.
Professor Accounts
If you’re happy with your experience, you can register for a free professor account and get access to fully customize your class settings and generate your own performance reports. Find out exactly how much time students are spending on the site, their game scores, transaction history and export all this data to excel or google sheets. Our reports make it simple to integrate our platform into your class.
	Easy class set-up, with step by step instructions
	Fully customizable platform	Select the exchanges, securities, trading setting, starting cash, diversification settings and more


	Integrated assignments, (beginner investing, personal finance etc.)
	Self-graded quizzes that accompany each assignment
	Live support is available to assist you and your students directly

Pricing Details
To get StockTrak in your class, it costs $19.99 per student account. When setting up your class, there are other options depending on the length of your class and other settings. The most popular is the 18 week course option that includes up to 400 trades per student account. No matter which option you choose, you will have all the security options available, all our lessons, and professor reports. 
Click the link below for a detailed breakdown of our pricing, and to register for your free professor account!
 Professor Registration – StockTrak
 

 Blog
 Application for StockTrak’s TikTok Spokesperson
  Written by Cassandra Wood 



Are you passionate about investing and personal finance? Do you want to share your knowledge and experience with other students?
If the answer is yes to both of these questions, then you could make an excellent candidate as the StockTrak TikTok spokesperson. Please read the job description below and if you feel this applies to you, then please fill out the application form.
The ideal candidate has a passion for creating TikTok video content with a focus on engagement and growth for a company on the platform. We are looking for a team member who has creative ideas, understands platform trends, has great video editing skills and a positive attitude. This role is perfect for someone who is an avid user and creator of TikTok video content and understands what goes into making compelling and engaging content.

Above all, you should be knowledgeable about the latest TikTok trends and enjoy creating and experimenting with them in the app in unique and unexpected ways that are also on brand with the StockTrak family of sites.



Responsibilities and Duties
	Manage and grow the our TikTok accounts.
	Responsible for coming up with video concepts, filming all original video assets (mobile device is fine) and all editing whether in or outside the TikTok app
	Engage with the TikTok community in a way that is on-brand
	Contribute to the strategy, vision, and voice of the channel
	Measure and analyze performance
	Establish evolving best practices

What We’ll Love About You
	You don’t have to be a finance major, but having knowledge and interest in financial literacy and investing is a must
	You are currently enrolled in college or university, or recently graduated.
	You are an enthusiastic and creative person who loves producing content
	You are passionate about storytelling and the social space
	You are constantly looking for ways to stand out on social media and jump on new trends
	You are comfortable with being in front of the camera and being the face of a brand

Qualifications and Skills
	Significant experience as a TikTok user
	History of creating content that performed well and drove attention whether for yourself or a brand
	Good understanding of TikTok’s ecosystem: trends, hashtags, music usage, functionalities, guidelines, and platform updates
	A passion and interest for creating compelling brand stories that are engaging
	Good verbal, written, copy editing and proofreading skills
	Experience with native social media tools and content creation apps
	Able to thrive in a fast-paced business environment while working effectively and collaboratively with team members

Let us know more about you by filling out this form. A member of our marketing team will reach out to you if you’re selected for an interview.
Application Form
We look forward to hearing from you!

 Student Blog
 Developing Your Personal Brand
  Written by Cassandra Wood 



And Why You Should Start Now
You see somewhere between 4000 to 10,000 ads every day, (reference) so you’ve got a pretty good idea which companies are succeeding and which ones are not at developing a strong brand. The goal of this article is to show you how branding is not just for publicly traded companies. Or for Youtubers! All these ads you see everyday are to reinforce the values and unique selling propositions of each of those companies. 
What are your core values?
If you haven’t already done this exercise, you should take a moment to ask yourself this question. There are loads of free resources to help you with this task. Compiling a list of 3-5 core values will help you understand yourself better and how you make decisions.
If you’re struggling on where to start, research adjectives and pull out your top picks. There is no right or wrong answer, just collect all the ones that “feel” right. Here is an example of values, but it is my no means a complete list! Please feel free to include any other values that are close to your heart.
	Abundance	Acceptance	Accountability	Accomplishment
	Accuracy	Achievement	Acknowledgement	Adaptability
	Adventure	Aggressiveness	Agility	Alertness
	Ambition	Appreciation	Assertiveness	Attentiveness
	Awareness	Balance	Beauty	Belonging
	Boldness	Bravery	Brilliance	Calm
	Candor	Carefulness	Caring	Certainty
	Challenge	Charity	Cheerfulness	Clarity
	Cleanliness	Collaboration	Comfort	Commitment
	Communication	Community	Compassion	Competence
	Competition	Concentration	Confidence	Connection
	Consciousness	Consistency	Contentment	Control
	Conviction	Cooperation	Courage	Courtesy
	Creativity	Curiosity	Daring	Decisiveness
	Delight	Dependability	Desire	Determination
	Devotion	Dignity	Diligence	Discipline
	Discovery	Discretion	Diversity	Drive
	Duty	Eagerness	Education	Efficiency
	Elegance	Empathy	Encouragement	Endurance
	Energy	Enthusiasm	Equality	Excellence
	Excitement	Expertise	Exploration	Expressiveness
	Fairness	Faith	Fame	Family
	Fidelity	Flexibility	Focus	Forgiveness
	Fortitude	Freedom	Friendship	Frugality
	Fun	Generosity	Giving	Grace
	Gratitude	Growth	Guidance	Happiness
	Harmony	Helpfulness	Heroism	Holiness
	Honesty	Honor	Hope	Hospitality
	Humility	Humor	Imagination	Independence
	Influence	Ingenuity	Inner-peace	Innovation
	Insight	Inspiration	Intelligence	Intensity
	Intimacy	Intuitive	Inventive	Justice
	Kindness	Knowledge	Leadership	Learning
	Liberty	Logic	Merit	Mindfulness
	Modesty	Motivation	Nonviolence	Openness
	Optimism	Order	Organization	Originality
	Passion	Peace	Perception	Perseverance
	Personal Growth	Poise	Positivity	Power
	Practicality	Preparedness	Privacy	Protection
	Proactive	Progress	Prosperity	Punctuality
	Quality	Recognition	Reliability	Resourceful
	Respect	Responsability	Risk-taking	Safety
	Secutiy	Selflessness	Self-esteem	Seriousness
	Service	Simplicity	Sincerity	Speed
	Spirit	Stability	Strength	Style
	Systematic	Teamwork	Tolerance	Tradition
	Tranquility	Trust	Unity	Variety
	Well-Being	Wisdom	Love	Loyalty

Source: THE COMPOUND EFFECT by Darren Hardy ©2010 by SUCCESS Media www.TheCompoundE!ect.com
For example, you may have really strong feelings about honesty. You’ll know this is one of your core values if you get really upset when people tell you lies, or half-truths. If this is the case, building your personal brand around honesty will mean that your choices, your words and how you treat others will be based on honesty. People will come to know you as an honest person.
Honesty will be part of your brand.

Once you have a list of anywhere between 10-30 core values, ask yourself “which of these bring meaning to my life?” Put differently, what could you not live without? As you look over your list you’ll probably see some themes and certain values will be quite similar. Keep only those that feel completely authentic to you.
Ideally after these exercises, you have a short list that when combined make up who you are. Over the course of your life they will help you make decisions more easily. So, going back to the honesty example, if you’re faced with a dilemma that forces you in one scenario to lie to someone, and in the other option your choice is to be truthful, you’ll choose the honest option. Of course, this is an oversimplification, but you get the idea.
Values are the fundamental principles that all strong brands use to define their imaging, their voice, their tone, the words they use, the clients they work with and so on and so forth. They operate at such a massive scale, but the same principles apply to everyday people. The ability to stick to your values is incredibly powerful and will get you noticed. 
What makes a good brand?
Consistency. When you think about your favourite companies, they probably all have one thing in common, they deliver on their promises. It’s the same thing for individuals. If you are inconsistent, such as showing up late to meetings, delivering poor quality work, or letting your mood impact how you communicate with others – you are developing a negative brand image.
It doesn’t matter if you’re at a party with friends, working on a school project or taking on a new job. You should be consistent in all areas of your life. You are your greatest asset. So show yourself some respect, and be consistent in how you portray yourself to others. You never know who is listening, or what opportunities you’ll be missing by giving others a bad impression.
You can also throw this advice into the wind and find out the hard way! 
Now, let’s be clear here that consistency does not mean that you say “yes” to everyone just to please them. You hurt yourself more by trying to be everything to everyone. It’s okay to say “no” and to turn down offers that aren’t really for you. You won’t be able to provide consistently good work in school or at your job, if you’re spreading yourself too thin. 
So saying no to the things that bring you no value, and are draining your precious time and energy will allow you to give 100% to the areas that do matter. Which by the way, does include your friends and family! That should be part of your personal brand too.
Short-termism
We live in a world where most people, including our political leaders, forget to think about their future selves. It’s all about the right here and right now. Strong brands, powerful brands, think long-term about all of their actions. They don’t fall prey to this mindset. Instead they focus on innovation and growing long-lasting relationships built on trust.
Having a good life is not the same as an easy life. Just like having a strong brand doesn’t come out of nowhere. It takes years to build-up credibility, and all this accrues over time to make it easier to convince others that you keep your promises and commitments.

 
Think about it, why should I trust you? Why should you trust me?
There’s a reason why some brands show no sign of stopping, and others fall flat on their faces. To have a strong personal brand, you need to stand for something; which will be defined by your core values. These values have to be applied consistently. Meaning you can’t pick and choose when to be honest and when to be dishonest. Or when to be innovative. Similarly, your actions, your words and everything you do should be working towards a long-term goal.
This goal does not need to be articulated to anyone. It could be your little secret. However, you’ll find that the more you focus on things that matter to you the most, the clearer your path will become. And someday, you’ll be able to look back in your rear-view mirror and understand how you got to where you are today. Everything will add up as if you had a plan all along, (even if you were making it up as you went along).
 
Conclusion
So, why should you start now?
Because this isn’t a dress rehearsal. Life is happening right now! And the more time you spend becoming your authentic self, and exuding your core values consistently, the more predictable you will become. Which is NOT a bad thing. In this case, “predictable” means that other people will expect quality from you, they will come to rely on you, and this will be your strong personal brand in action. 
No one will ever be able to take that away from you. It’s a currency more valuable than anything you could buy on the stock market, or keep in a safe. 
 

 
 Student Blog
 Am I Taking the Right Course?
  Written by Giovanna Borges 


University students often wonder if they’re on the right course throughout their education. You’re still defining your values, ideologies, and your self-image, and how what your doing at this moment will impact the rest of your life.
 
This is the beginning of your professional trajectory and also a time of big changes and choices.  Stopping to reflect on these choices because you feel dissatisfied or have tons of questions is completely normal. You may even be questioning whether you want to pursue working in your chosen field.
If you are in this dilemma, not knowing if you made the right choice, read this article and check out some of our tips to guide your academic life.
 

 
How do I know if I’m on the right path?
During all our lives, we’ve been hearing from our parents, teachers, and colleagues the famous question: “What do you want to be when you grow up?” As the end of secondary school approaches, most students should already define the answer to this question. Some students show a vocation for a particular profession, even at an early age. Others choose based on the subjects they liked most throughout their school career or even based on their parents’ careers.
It’s not always easy to know whether you’re taking the right course or not. When starting your degree, you must identify whether this area fits with your profile or not. This process is not done overnight, and it takes at least one or two semesters to be sure that this is not your cup of tea.
 
The first tip is to try to identify where your dissatisfaction comes from. It can be related to the course, to colleagues, or the educational institution.
It is clear that everything in life has advantages and disadvantages, and there is nothing in the world that is solely favorable to us.  
 
Colleagues
This type of identification does not need to be immediate, but it must be considered because you must relate to your classmates throughout the chosen course. Thinking that way, when that relationship is not good, it is time to try to find out why.
 
 Remember that there are places for different types of profiles throughout the profession, even though most students have similar characteristics.
 
Course 
To determine if you are on the right path, you must thoroughly analyze the course itself. Whoever enters college wants to immediately know the specific disciplines of their chosen profession, which is something natural. However, university curriculums have some subjects that may disappoint students – either because the curriculum is not up to date or because they expected the course’s focus to be different…
 
The frustration in this sense is understandable. If that is the reason for your dissatisfaction, our tip is to be patient and wait a little longer – maybe after some months, you will identify yourself with the subjects and career path!

 
Educational Institution 
Something that should be considered is whether the educational institution you have chosen meets all the requirements expected by you.
 Factors such as location, course characteristics, and even the level of knowledge of professors influence your learning and performance, so they cannot be ignored.
 
Of course, if the college is not meeting your expectations for any reason, you will be frustrated. So have your mindset and desires well aligned with what is being offered to you.
Do not be afraid to change the course
The idea of changing course can be a little scary, but try to think about it positively. The investment made so far has not been wasted, as you will certainly use the knowledge you have gained at some point in your life.
 
Steve Jobs, for example, took long lessons in calligraphy with a focus on technology. Due to these lessons, Jobs included different font styles on Apple computers, with different sizes and spacing. As he said, “You can’t connect the dots looking forward; you can only connect them looking backwards. So you have to trust that the dots will somehow connect in your future. You have to trust in something – your gut, destiny, life, karma, whatever. This approach has never let me down, and it has made all the difference in my life.”
If you want to change course and follow another path in your career, the tip is to get advice from professionals inside or outside the college.
 And don’t worry about changing paths, because nowadays, the job market is very flexible. 
The most important thing is that you identify yourself and be an excellent professional, regardless of your choice!
Photos: Razvan Chisu – Magnet.me 

 Blog
 StockTrak New Features Update – Spring 2021
  Written by Giovanna Borges 


There are many new enhancements this Spring that will improve how both professors and students use the platform.

 
General Improvements

 
1.New Dashboard
• “Assignments” front and center – students have clear expectations
• Financial literacy classes will also include a budget game snapshot
• Generally fewer tables and less clutter

 2. Onboarding
• New “Tour” launches on key pages the first time students access.
• Walkthrough making the first trade, understanding the dashboard, etc
3. Live Chat
• Live Chat support now available for all professors and students (during market hours)
• Outside market hours, dropbox to our support team, with 1 business day turnaround
 
Trading and Research

 
1.Mutual Fund Research
• New mutual fund-specific research tools, including fund overviews, fund performance, and fund holdings – in addition to our previous tools (NAV, charts, historical prices, etc)
2.Custom Exchanges
• Restricted investing universe to a setlist of symbols• Common use-cases include: S&P500 only, sponsored events featuring local businesses, and student research-driven trading session
3.Commodity Spots
• Spots trading pit will soon support basic commodity spot contracts – Gold, Silver, Oil, Corn, Wheat, Soy
4.Risk-Adjusted Returns
• Sharpe Ratio – Improved Calculation, Independently set risk-free rate, Annualized for better consistency
• Jensen’s Alpha – Replaces previous Alpha/Beta rankings, Based on portfolio itself, not individual holdings
• Treynor Ratio
 
Administration Enhancements

 
1.Improved Data Exports
• Final transaction histories and open positions now available same-day class ends
• Some issues on very large classes – support can help
2.”Fun Facts” Report
• Full-Class Trading Summary – Most frequently traded/bought/sold/short/covered
• Summarize by total trades or total students trading
 
Financial Literacy

 
1. Budget Game
• Our new budget game is ideal for Personal Finance classes and university financial literacy initiatives
• Students manage their budget for a simulated year, focusing on setting/hitting savings goals, managing cash flow, and building credit score through the responsible use of credit cards
2. Weekly Deposits
• Alternative to “lump sum” trading sessions
• Students start with less cash but have additional deposits to invest every week
• Not compatible with risk-adjusted rankings
3. Certificates
• Certificates available for students who complete specific sets of lessons in our Learning Center, along with building their portfolio and/or completing the Budget Game
• Investing101 – “Beginner’s Investing”
• Financial Literacy – “Personal Finance”
• Ideal for “Hands-Off” sessions (department/campus challenges)
 

 Blog
 Learn How To Use A Budgeting And Investing Simulation In Your College Class
  Written by Cassandra Wood 



 
Webinar Hosted by Lauren Minch (CFA, CPA) and Mike Duffy (CPA)
Date: Mar 25, 2021 – 11 AM CST (12 PM EST & 9 AM PST).
Hello, I’m Lauren. I’ve been in the financial education market for 20 years, serving as an adjunct professor at the University of Dallas in the Business Graduate Program, where I teach several graduate-level finance courses. I also have experience as a board member of the CFA Societies of Texas CFA, and I’m a member of the American Institute of Certified Public Accountants (AICPA).
Together with my colleague Mike Duffy (CPA) we will tell you why other professors should be using a financial education simulation in their class. With all our business and academic experience, we’ve now turned our attention to help other professors teach their students to become more financially literate. And that’s why we want you to join us on this webinar!
We will show you a personal budgeting game that covers banking, credit, debit, insurance, taxes, and more. And introduce a virtual trading simulation that includes global equities, bonds, options, futures, and mutual funds. Best of all, these simulations are fully customizable to your class, your subject, and your goals. They also contain many build-in lessons and assessments to make using them in your class a breeze.
If you would like a sneak peak, check out these brochures that highlight the main features we use in the classroom.
	Learn more about our Virtual Trading Platform
	Learn more about our Personal Budgeting Game

[maxbutton id=”1″ url=”https://meeting.zoho.com/meeting/register?sessionId=1030291807″ ]
 
Join our webinar now and learn why 98% of our students recommend StockTrak! If you can’t attend the webinar at the specified time, we can send you a recorded version when it finishes. Click the Register Now to join us.

 
 Student Blog
 How To Find the Best-Performing Stocks in a Specific Sector
  Written by Ali Salahi 


After some experience buying and selling a few stocks, you may be interested in diversifying your portfolio across different market sectors. For example, health care, information technology, consumer Discretionary, etc.
What can you do to find the best stocks in a particular sector that is outperforming the market?
First of all, my recommendation is to use Trading View for graphing and Select Sector SPDR for looking up the sectors.
We will find the Best performing Sector against a major Index. In this case, we will use the S&P 500 index since it is an extensively used benchmark index across the world.
 For example, we will look at the 6-month performance of the technology sector (XLK) and compare it against S&P 500. The graph below shows that the technology sector outperformed the S&P 500 and is up 20.22% compared to the S&P 500, which is up 16.84% during this period.
 

 
After confirming that the XLK is outperforming the S&P 500, we need to investigate more and find the best stocks in this sector. So, we will click on XLK and extract all the companies that are part of it (reference the picture below).
 

 
Now we have a list of the companies that make up the XLK sector, and we need to pick the best-performing ones to invest in. I like to look at the top 10 weighted companies since they have the largest impact and move their respective sector the most. Look for companies that have the largest stake in the sector.
Key takeaways:
	Apple Inc represents 22.24% of the XLK weight.
	Microsoft Corp represents 20.27% of the XLK weight.

In conclusion, Apple and Microsoft are the largest components of the XLK, and any movement in those two stocks will dramatically move the XLK. The other stocks can move the XLK too, but will not have any significant effect compared to the top two companies (AAPL and MSFT)
As we can see from the chart below, we have compared the XLK to MSFT and AAPL. Both stocks are moving almost the same way as XLK.
 

 
What do we learn from this?
To profit from the technology sector, we can buy AAPL or MSFT because they represent (42.5% of this sector’s weight). They are the outperformers in this sector, and any move in either of them will impact XLK positively or negatively.
Tip: Wait for a pullback to get in one of those performing stocks. Patience is a virtue!
 

 
 Student Blog
 Wiley Fall National Challenge: Getting into the winner’s minds
  Written by Giovanna Borges 


StockTrak, together with Wiley Efficient Learning, promotes the National Challenge during Spring and Fall. Students are challenged to manage a million-dollar portfolio and generate profits over four weeks. We spoke with the winners to better understand their minds during the competition.
StockTrak: Tell me about yourself.
Zach, 8th place winner: My name is Zachary M, and I am double majoring in finance and accounting at the University of South Dakota Beacom School of Business. Until the end of the semester, I was the president of the Investment Club at my university.
Gyula, 9th place winner: I am Gyula D, I live in Budapest, and I study at the Corvinus University of Budapest. I am participating in a student organization focused on investments called the Budapest Investment Club. We focus on the equity market and portfolio management. We are teaching ourselves and our members how to get better in this segment of the financial sector. As for hobbies, I love going to the gym. Since it is all closed due to COVID-19, I built one for myself at home. After seeing the show The Queen’s Gambit on Netflix, I started playing chest more often.
Seven, 11th place winner: My name is Seven Hills P. I am pursuing my master’s degree in business administration at Hofstra University, and I have a bachelor’s degree in business administration from IBS Hyderabad. I am the Chief Human Resources Officer at County Cleaners Corporation. I find HR very interesting and part of what I want to do in the future. Apart from HR, I am passionate about trading stocks, which I do on a daily basis.
Elijah, 15th place winner: My name is Elijah T, and I am currently studying Economics and Psychology at Singapore Management University. I usually trade Forex and I do have my own portfolio where I track stocks. Overall, Psychology greatly helps me with investments since I study people’s behaviors and minds, including my own. It helps me to control my thoughts while investing, avoiding impulse decisions.
Mátyás, 17th place winner: My name is Mátyás V, I live in Hungary, and I am currently studying at the Corvinus University of Budapest. It is my second year as an economics major. Besides the university studies, I am also a member of a student organization called Budapest Investment Club. Since September 2020, I am the co-president of this organization. We work with the investment sector focused on the stock market and try to connect with the local companies in this sector. We intend to learn from more experienced investors. I am also a sportsman. I have been playing basketball since I was in primary school.
Rahul, 18th winner: My name is Rahul T, and I just graduated from the University of California Irvine. My major was Human Biology. I have been trading stocks outside of the school and outside of this competition for a while.
ST: When did you start using Stocktrak?
Zach: I started using StockTrak for my investments class last year. StockTrak’s system is very easy to use. I liked that the home screen showed the top gainers and losers of the day. It was interesting!
Seven: I have a friend who reached the top 5 in this challenge last Spring. He introduced me to StockTrak and this competition. As I am passionate about stocks, I thought to try it out in Fall 2020. StockTrak’s website is very easy to learn and adapt. It is an awesome virtual trading platform.
Gyula: I started using StockTrak in Fall 2020. The website is excellent! StockTrak has several tools, articles, and lessons that allow us to learn many things that are not available on the internet.
Elijah: I have been using StockTrak since 2019, because of university competition. I think the platform is pretty good since we can see the indicators you need, the growth from alpha and beta, and even check how your competitors are doing. You build a strong strategy based on the platform’s tools.
Mátyás: Since September 2020. My university has a partnership with Stocktrak so we started using it with the Budapest Investment Club. So basically, all our student club joined this challenge. I love the platform. The trading is very simple to use! I also enjoy the curriculum full of lessons. I was delighted with the content and with the platform.
Rahul: When I was still in school, I joined a StockTrak competition – around 2 or 3 years ago. Then, last Fall, I used the platform again for this Wiley competition. Since I do not have the most significant personal capital, I decided to join this competition to get more expertise. I liked that you could trade more than just stocks and equities, so it was an excellent way to see how I would make my initial impressions. StockTrak help me gain a new way of trading and making smarter decisions.
ST: How much did you know about investing before using our virtual trading platform?
Zach: Fair amount. I have been investing my own money for a year or two. So, I would say that I know more than most individuals, but not as much as professionals.
Seven: I started investing in September 2019, around one year before this challenge. I consider myself a trader and I am continually looking at the market to make trades. StockTrak helped me to expand my knowledge and gave me confidence in terms of my strategies.
Gyula: During the challenge, I knew what I was doing and how to use the tools, but I have not been trading for ten years. All this is very recent – I started it in 2019. Before, I had a small portfolio, but now I feel much more comfortable making investments.
Elijah: I started to trade 5 years ago, but only with simple investments. Around 3 years ago, I started trading in a more systematic way, using technical and fundamental analysis. And just one year ago, I started using more sophisticated and quantitative tools. So, you could say a pretty good amount of knowledge before using StockTrak.
Mátyás: I have been interested in it for a while. During the last years of high school, I started reading about the financial market and how it works. I was reading a lot about local and foreign investments. I consider my knowledge above the average for my age.
Rahul: Before this specific competition, I would say I have about two years of training experience. I also have money invested in a mutual fund, and I intend to keep it for a long time. As a trading guy, I have had my ups and downs. I was a very emotional guy while trading – I would put my money on and get excited about it. I learned in the most challenging way that I need to have a strategy. My background is in Human Biology, so I did not go to Finance or Business schools. My knowledge comes from YouTube videos, PDFs, and books.
ST: Discipline is one of the most important attributes of a successful investor. Do you have any tips or advice for new investors to become more disciplined?
Zach: Having good risk management is one of the essential things while trading. You need to be able to evaluate (or revaluate) your choices. Also, take the time to validate whatever action you are taking.
Seven: It is essential to have a plan in mind. Having a strategy is easy but sticking to it is hard. It is difficult to follow a plan and know when to enter or exit the trade, defining a limit for your losses is crucial. Generally speaking, it is not easy to control our emotions, but we always should try to put them aside and act according to our initial trading plan.
Gyula: If you are a day-trader, then you should stop it. Do not do that. Think in a long-term plan. You do not need to check the market every morning or every hour. When you see breaking news on TV, wait at least 15 minutes before taking a decision. A good investor is a patient investor.
Elijah: I usually use a spreadsheet to track my gains and losses each day. This is very important since you need to know where you are going. Setting a stop loss is also essential because if an investment is losing too much value, it means you have made a wrong decision. There is no point in continuing. A good investor needs to know how to set a stop loss. Also, learn more about various methods to build different strategies and study a lot about the companies!
Mátyás: I think the most important thing for an investor is calculating the risk. A good investor needs to be able to have a ratio for gains and losses.
Rahul: Everyone is focused on how “easy” it is to make money from a phone or laptop. If it were that simple, the whole world would be doing it now. My advice would be to put your own money in. Do not start with paper trading. Because by trading my own money, I learned that I need to be smarter. It is harder to fully understand your emotions when you are not taking any risk. It hurts a lot more when you see your actual money going away. It is also essential to focus on the process: search, learn, recognize your mistakes, and celebrate your achievements.
ST: Who was your biggest role model growing up? How did they impact your choices in life so far?
Zach: My dad. He works in corporate finance, so he guided me into the finance realm.
Seven: Elon Musk inspires me a lot! He did the impossible, even when everyone doubted him. He showed the world that everything is possible if you have the right resources and mindset. He motivates me to not settle for less in life and to do something which creates a positive impact on people around me.
Gyula: My first role model was Steve Jobs, but then he died. I was so sad. Then, Elon Musk became my role model. I still love the guy, and he is truly amazing. But there are other people who I admire, like Bill Ackman. He is a great investor! I also like Warren Buffet’s methodology.
Elijah: The biggest role model in my life, at least now, is currently my best friend. He has traded with much less quantitative backing although it is still well thought out. He has the mentality to enter opportunities as soon as it arises, and sometimes gut feelings can be much better than all those calculations. After all, correlations change over time especially now during the COVID situation. I have learned to adapt his way of thinking in some of my trades during the competition as well; such as grasping the rise from Neo and Tesla. Of course, there are some downsides like that of Fastly, but ultimately, it could have its benefits. I think, amalgamating both of our trading styles will find the right middle ground to investing right now!
Mátyás: Basically, some NBA basketball player. I learned a lot from this sport, from working hard to putting your heart into everything you do. Also, any prominent investor is a role model since I can learn and acquire a lot of knowledge.
Rahul: I would say Nassim Nicholas Taleb, the author of the Black Swan series. He is my inspiration because he has a rigorous process, and he follows the actual math rather than narratives. He goes outside the traditional viewpoints, such as economists’ opinions. As someone with no financial background, Nassim intrigues me. He shows me that even if I do not have a strong background in a topic, I still can be successful – as long as I follow the math.

ST: If you participated in another similar challenge, what would you do differently next time?
Zach: To get into the top 20, I took a lot of risks during the competition. More than I would take in my portfolio with my own money. In a competition with e-trading (not real money), I would have a similar risk tolerance to this time. But I would take more time looking at the trades I was making, searching more about the companies, and making sure my order is placed correctly.
Seven: During this challenge, I had to focus on my studies as well, so I could not check my portfolio frequently. I only made seven initial trades based on research and I did not control my profits and losses. I ended up losing more than I expected. Next time, I would focus more on the challenge to make adjustments when my strategy failed.
Gyula: I would put more percentage from my portfolio into short-term growth companies. Also, I would not short ETFs. They were unnecessary.
Elijah: Nothing. I would not change anything in my trading strategy. Currently, I employ a portfolio of 40% high potential growth stocks (those that could flip multiples such as pharmaceuticals during COVID), 40% high volatility stocks, and 20% normal growth stocks. This trading strategy will remain. The only thing that would be different is the stocks. Generally, in a challenge the goal is to aim for the top few positions. Just take on extreme amounts of risk. However, for real-life trading, perhaps play it safe.
Mátyás: I would start trading from the beginning since I missed the first weeks of the challenge. But, overall, I was satisfied with my results and strategies.
Rahul: Since I gained a lot of knowledge during this competition, I would probably use this new knowledge to make better choices. I would continue to focus on following an objective process by collecting relevant data, back-testing it, and watching flow and sentiment to gauge how others are feeling about the market as well. I would also try to control my emotions better and follow how money is flowing into specific sectors to maximize and leverage my opportunities.
ST: If you won the lottery, would you choose $1 million dollars right away, or $50,000/year for 20 years, and why?
Zach: I would take the $1,000,000 because I would invest the money for a higher payout and take advantage of the time value of money.
Seven: I believe in the world’s most powerful financial tool, compound interest. I would pick 1 million dollars right away and invest it into stocks and indexes as a safe haven from inflation. I would also take advantage of dividend-paying stocks to facilitate passive income.
Gyula: I would choose 1 million right now, and put it into a highly diversified portfolio. The present value of the million right now is mathematically higher than the 50k/year for 20 years. That money would be spent each year, but the million would be invested.
Elijah: I would choose the $1 million dollars right now. With the discipline to invest wisely, this amount could grow substantially over these 20 years. Yet, if the amount is $100 million, then I would rather have it over 20 years to prevent myself from splurging in any way.
Mátyás: 1 million dollars right now. The money that I have now is more valuable than future money. I could also start investing right now and see the profits in 5, 10, or 20 years.
Rahul: Knowing you need to pay the taxes, I would take the 50K over 20 years, mostly because it will be extra money that will compound over the years. I do not think it is smart to choose 1 million dollars right away because you are losing way more money at the end of the day.
ST: Which books, articles or training would you recommend to others to improve and expand their knowledge of investing and/or financial markets?
Zach: I have read many books and done a lot of training, but I would not recommend any of them specifically. I believe it takes a conglomerate of different books and self-learning to get the best education.
Seven: There is no one book that can help everyone. It is subjective and depends on how the reader utilizes it. I liked to read The Richest Man in Babylon and The Intelligent Investor. These books helped me a lot to build my strategy.
Gyula: StockTrak’s website is perfect. If you read all the articles there, you can learn a lot about every aspect of financial markets. Another great website is Bloomberg. There, you can check some analysts’ opinions as well as catch up on the news. I usually navigate through Investopedia as well!
Elijah: I hardly read books about investments. I feel that perhaps investing needs to be based on experiences – trials and errors. Of course, part of my knowledge comes from school where the knowledge can be used to further augment the experiences to provide ourselves with our own worldview of finance. You may be the best paper trader but when it comes to managing real cash, your hands may tremble, and you fear the risks. Books provide only as much as the bungee you need for a jump; you will need the confidence to do so.
Mátyás: I think it is always interesting to read books written by famous investors, like Warren Buffett or George Soros. They usually share their life experiences and how they achieved success – and this can be very inspirational. People should also read articles and blogs, such as the ones in Stocktrak. There is a lot of online content that is useful for young investors.
Rahul: I genuinely recommend Nassim Nicholas Taleb’s books, even if they may not be specifically about investing money. His books provide a lot of knowledge that can be used in your daily life – which can also be applied to investing. Also, go on the internet! There are so many free PDFs and communities that can give out a bunch of resources.
ST: If you could ask anyone (dead or alive) one question, but only one question, who would it be, and what would be your question?
Zach: Because I am a Christian, I would ask Jesus what our purpose in life is.
Seven: I wish to have a one-on-one conversation with Elon Musk. A lot of people were against Elon’s ideas. So, I would ask him how he was able to go through his beliefs, never give up, and be where he is now.
Gyula: I would ask Bill Ackman: What do I need to do for you to hire me? Straight to the point!
Elijah: I would ask Adam, the first man on Earth: ‘Why did you eat the apple?’ God gave him a law to follow, so I would like to understand what he had in mind to eat that apple. Adam also knew that God created humans, having power so infinite. So, I would question how he had the audacity to go against God. As a psychology enthusiast, this could greatly help us understand what went on the most primal human being – to go against certain cognitive biases that we have.
Mátyás: Hard question. I don’t know who it would be, but someone who could answer the following question: When will the world go back to normal finally? Since we’ve been living with restrictions thanks to the COVID-19 for a year I am curious when it will go back to normal.
Rahul: I would ask Naval Ravikant, the co-founder, chairman, and former CEO of AngelList: How to spot potential through the noise?
ST: Last question, what do you think the world would be like if everyone understood financial literacy?
Zach: It would be perfect for society, but it would be tough for professionals to stay in their fields. Financial advisors would not have a job, for example. We also would not have so many good opportunities in the market to invest since there would not be so many fluctuations. But for it would be better for the population.
Seven: If everyone knew how to manage money and finances properly, we would have more wealthy people in the world. Financial markets would sound encouraging, not a taboo like in some countries. It would remove the preconceived notion that markets are risky, markets are safe if you know what you are doing. In fact, I think it is essential to learn about financial planning, stocks, investments, and money management as a part of the curriculum in schools.
Gyula: No one would clean the toilets – and that is not good. We need people working in essential jobs. Until we have machines to drive buses, we still need drives, for example. If everyone knew about finance and money management, we would have fewer opportunities on the stock market and investments.
Elijah: If everyone understood finance, the market would be much more efficient. We would not see fewer occurrences of imperfect information of a particular stock – loss gaps, less swings – for example. Though, I would say that our economy could suffer as a result since people would start saving and not spend so much money. Also, a lot of jobs, such as financial advisors or private bankers would not exist, as well as some industries along with it. The world we live in would change a lot! Many industries that rely on people’s inability to save, or easily influenced by persuasion or marketing gimmicks such as that of e-commerce, could very well be impacted too with lower sales volumes!
Mátyás: Trick question. The market would be more efficient since people would understand more about it. I guess the economy would be better and grow, looking at it from a long-term perspective.
Rahul: The world would be more independent and, in a way, much better. People would be able to make smart decisions based on their knowledge. And even if someone makes a wrong decision, they will accept the challenges with a better conscience. -stocktrak.com

 
 Student Blog
 Wiley Fall National Challenge: What are the winners’ strategies?
  Written by Giovanna Borges 


During Spring and Fall, StockTrak, together with Wiley Efficient Learning, promotes the National Challenge. Students are challenged to manage a million-dollar portfolio and generate profits over four weeks. We spoke with the winners to better understand their tactics and strategies in the challenge.
StockTrak: Tell me a bit about yourself.
Mark, 1st place winner: My name is Mark D. I am currently a finance graduate student at Northern Illinois University. I am the Vice President of the Investment Association and President of the Financial Management Association Chapter at my university. In my spare time, I enjoy reading books, investing, and traveling when conditions permit so.
David, 2nd place winner: My name is David A, and I currently reside in Wilmington, Delaware with my Wife, Eri, and daughter Amaryah. I have lived in Delaware for over 20 years now, obtaining most of my education here before college. I attended undergraduate school at Lafayette College in Easton, PA, graduating in 2008 with an Economics and Business degree. While in school, I was a part of some investment clubs but never actually invested in any stocks with real money. I started my career in banking in 2008 during the Great Recession. I worked in various banking roles within Retail Banking, Consumer Lending, Operations, and Small Business. Today, I am an Approval Officer for Bank of America and a part-time MBA student at the University of Delaware with a double concentration in Finance and Business Analytics.
Jake, 3rd place winner: My name is Jake M. I am a junior at Colorado Christian University. I am a double major in finance and biology – and that is an exciting combination. I am a passionate learner: I love to learn different topics, no matter what it is. When it comes to a degree, I wanted to have both financial strength and scientific background. I am the Financial Investment Club president at my university, and I also love to play baseball.
Sammy, 4th place winner: My name is Samuel K, and I am a Senior at Sam Houston State University. I am a double major in banking and finance, and I have always had a passion for investments. I am also the president of the Investment Club at Sam Houston State University. Trading is a passion of mine.
ST: When did you start using Stocktrak?
Mark: I started using StockTrak in January 2020. I was impressed by the ability to trade options and futures on the platform. I loved that StockTrak provides many resources for individuals to enhance their knowledge on various financial topics.
David: I have been using StockTrak since Fall of 2019. My first contact with the platform was during an investment analysis and portfolio management class. I was impressed by StockTrak in general. It is easy to navigate and to learn some of the functionalities.
Jake: I started using StockTrak during the National Challenge. The platform is very friendly and easy to use. Stocktrak has many courses where you can learn about investing. If you have no prior knowledge, you can find various ideas on how to run your portfolio.
Sammy: I have been using StockTrak since Spring 2019. I also used it for a derivatives class this Fall and joined the Wiley National competition. I made over 700 trades this Fall on StockTrak.
ST: How much did you know about investing before using our virtual trading platform?
Mark: I considered myself knowledgeable about investments when I started utilizing StockTrak. However, it was great to use these simulators for practice. I utilized the platform to implement different trading strategies in my repertoire.
David: I have been an on-and-off investor since 2009. My first stock that I bought was the Bank of Ireland, around 12 years ago. I made a small profit and have been hooked ever since. It is funny because, in 2015, the Bank of Ireland was delisted from the NYSE because of low ADR trading volumes. I am glad I no longer own that one.
Jake: I knew a decent amount about investing. I have pretty much been a self-study investor. I run my small portfolio and have taken a few classes about investing. I would not say that I am an expert, but I am learning more and more every day. I am also trying to get more acquainted with markets, gain more knowledge, and make better-educated decisions.
Sammy: My grandpa taught me about stocks when I was 10, so I bought my first stock at that age. I was just really interested in learning how the market moved and how you can compound returns. I wake up every morning at 5.30, and I am excited to check what the market’s doing. It is something I love to do.
ST: How has StockTrak impacted your education?
Mark: StockTrak has provided many valuable articles and resources that I have referenced from my time being a Finance major, in addition to the hands-on trading simulation aspect of the platform. The articles and resources are very insightful and useful.
David: StockTrak showed me that I could successfully compete in the trading world. I met some traders through the competition, and we shared our information on LinkedIn. So, it was a good networking opportunity as well. I also enjoyed the education aspect of it. I could learn everything, from the first stock exchange to how to improve my resume. StockTrak helped to narrow down my view of what I wanted to do after school.
Jake: Before I started using StockTrak, I was trading based on “technical” (technical analysis). After going through many lessons, the platform taught me to be a more balanced investor and ultimately helped me get significant gains.
Sammy: I found it very helpful! I like the Certifications Center because I could find information about Series 7, Series 6, SIE. Before using StockTrak, I did not know precisely what those were. It is very informational in terms of career opportunities in finance and job postings. StockTrak has a very streamlined process of picking stocks and how to do fundamental analysis and technical analysis. There are many different tools on the website, which is super helpful, especially for getting into the stock market, and does not necessarily know what they’re doing.

ST: What were your strategies for setting up your winning portfolio?
Mark: My strategies for winning this simulation contest were analyzing the market conditions, understanding the various catalysts associated with many sectors and overall market movement, and delving into SPACs, Special-purpose acquisition companies, which have seen large returns overall this year.
David: I had two kinds of strategies. The first one was to buy and hold a solid core group of stocks that would likely stay in my portfolio during the full duration of the competition. This core group consisted of companies that were generally successful during the COVID crisis, such as Zoom, Pinterest, and Shopify. My thought process was that the COVID crisis would not be over within the short 3-month time frame of the competition. Therefore, these “COVID stocks” would continue to make gains during that period. The second strategy was to trade actively with a more pessimistic view of the market. I observed that some companies would move to the upside 100, even more than 400% in one day, sometimes before lunch. I would target those companies attempting to take short positions and profit from the subsequent days of decline.
Jake: I first started trading based on technicals. However, after going through the course, I decided to change my strategy: break up my fundamentals and split it between fundamental training and technical training. I did in basically my whole portfolio and invested in what is going to change people’s lives.
 Once I changed my initial strategy, I started investing heavily in tech, renewable energies, and different companies. After that, I decided to stick to my fundamentals.
Sammy: I usually trade in my personal account. I trade equity options on the mega cap stocks like Amazon and Tesla as well as NASDAQ futures. In the Wiley National Challenge, essentially, I was shorting, micro cap hypo to stocks, so they had run a 150% or 200% a day. I just slapped it with prominent and short positions. In this way, I created higher returns, even with many risks – because if the stock continues running, your losses are unlimited. Mainly, what I was doing was shorting high running stocks.
ST: What was your process for researching and selecting your investments?
Mark: I use StockTwits, the Bloomberg Terminal, and Yahoo Finance for investment research. For this simulation, it was essential to weigh many risk factors. For this contest, I chose stocks that I knew had significant growth potential given the short investment horizon.
David: I had a different approach for selecting my investments for each strategy. For the buy and hold strategy, I did a Google search to find the companies that had benefited from the effects of the COVID crisis. I found Motley Fool to be very informative. Essentially, I looked for companies that benefited from people spending more time at home and businesses shifting their operations to accommodate employees working from home. For the short-selling activity, I looked at the top stock mover lists on Google, Yahoo, etc. I would analyze the stocks that had increased the most, looking to see if there was a justifiable catalyst for the big move. If it was a biotech company, I tended to avoid it as these companies sometimes make legitimate progress in their pursuit of a breakthrough discovery. However, if the catalyst was, for example, “a new CEO appointed” or no news at all combined with very poor financials, I tended to be very skeptical of the longevity of the stock’s success. I would then take significant short positions in these stocks, looking to profit after the stock’s price corrected down to more “reasonable” levels. Those reasonable levels were usually several percentage points lower than the high of the day when the stock was shorted.
Jake: I usually break down my research into sectors. I am going to look at as many companies as I can at the beginning of the day. I am going to look at what is growing and what is falling. Then I watch the market move. After that, I start an Excel form. I do some background research, look at financial statements, check their past activities, and what they will do in the future. By doing that, I can make a more informed and educated decision before investing.
Sammy: For the competition, I would pull up a list of the top gainers on MarketWatch and see what stocks were running. If the stock was up over a hundred percent, I would immediately look to short that stock. Often, these are pumping dump names where all the institutions will get in before the market opens. Pumping the stock up, let the retail investors buy, get excited about it, and then slam it. Essentially what I was trying to do was follow the big institutions and attack the retail investor. There were a couple of instances where I probably took over $50,000 of losses where I was not able to monitor the position very much. It is a high risk, but high reward as well.
ST: What are your career goals, and how do you think having a Wiley Certification will impact your professional career?
Mark: My goal is to find an entry-level position in Finance following graduation. I believe that having a Wiley Certification can improve my prospects as a job seeker. It also showcases to employers that a candidate understands specific financial concepts or topics.
David: My final goal is to move into a career that involves actively trading and/or analyzing equity securities. I currently work for Bank of America, and they have a trading desk and an amazing Equity Research team. I visited the trading desk in New York City, and it was a great experience. The Wiley course is going to help me educate myself more on trading and investments. Having the Series 7 certification is essential for those who want to follow this career, and due to my 2nd place finish in the competition, I will be able to prepare for and take the Series for free!
Jake: I want to go into investment banking, or biotech, and the healthcare sector. That is my career goal. I also have a dream of starting my own company when I’ve built up significant knowledge. The Wiley Certification will play perfectly into my plans because it will be a great display to show what I know. It will protect me and show off my skills to a future employer or any career path that I decide to go into.
Sammy: I love to trade, and that is what I am going into when I graduate in May. I am forming my LLC paperwork so that I can trade full time with investors. Of course, it is a brutal game to be a retail investor against all the institutions, but I have found a way to survive the learning curve. I am at a point where I trade an extensive portfolio, relatively speaking, for someone my age, and I have created good returns. My career aspirations would be to live the life I’m living right now. I have some offers to work for a couple of investment banks in the commodities trading firm, but I will give trading a couple of years. And the certification will help me if I go to an investment bank or commodities trading house. It also looks good on my LinkedIn profile!
ST: Do you have any plans to continue your education?
Mark: I am currently a graduate student, so after I finish my studies, I will be pursuing an entry-level position in Finance. I hope to attain my Doctoral Degree after years of work experience in the industry.
David: I am graduating in December 2021 with an MBA, and I am thinking about a CFA later. I will also continue to educate myself on market dynamics because they are continually changing and evolving.
Jake: My goal is to get a master’s in microbiology and to get an MBA as well. I also intend to get the CFA certificate.
Sammy: I have thought about getting an MSF and Ph.D. because I would like to teach at the college level. Since I’m the president of the investment club, I enjoy helping people. Teaching is a passion of mine, so continuing education in this direction is something I’m looking for.
ST: What advice would you give other students?
Mark: Believe in yourself. Continue to work hard and improve your abilities so that you become more confident in your abilities. Do your research before buying stocks, and do not panic sell if you believe in the company long-term. Do not allow other people to tell you what you can and cannot do. Never lose focus on your long-term vision or your career goals; keep working through trials and tribulations.
David: Do not let your emotions dictate your trades. I know this is a cliché, but it is better to have a clear, logical strategy and to consider the amount of risk you have on the table instead of just acting impulsively. Becoming a profitable trader is a process, so learn from your mistakes and have a clear strategy.
Jake: Trust yourself and your fundamentals. Learn how to pick a strategy and stick with it the whole time, whether your plan is just investing in technicals, whether you are going to be a fundamental investor, whether you’re going to day trade everything every single day. Whatever your strategy is, stick with it the whole time and hold very strong to your core values.
Sammy: A lot of the other students in my classes are afraid to trade size. They would buy one share of Amazon, which costs $3,000. But if you are trading a million-dollar portfolio, a $3,000 stock will not do anything. Do not be afraid to take some risks because it is paper money at the end of the day. You’re learning this way, and there is no negative that can happen. It’s just going to help you learn. Put on multiple positions, do not be afraid of risk, and come up with a plan. It would be best if you have your exit strategy and your stop losses set-up. -stocktrak.com

 
 Blog
 My Robinhood Review: Is Robinhood Legit?
  Written by Kevin Smith 


Robinhood and Your Investments
Robinhood was just fined 65 million dollars for misleading customers. Ouch.
Robinhood (or RH, as they are known to exactly no one) caused a massive shake-up of the brokerage industry when they launched in 2015. They promised $0 commissions. Their waitlist was months long – but I was ready. I signed up early and gained access in January 2015 (just a few months after I had started with StockTrak, as luck would have it).
I signed up with Robinhood for a few reasons. But the biggest one was the $0 commissions. I did not know if I REALLY wanted to put my money into the stock market yet. I only had about $500 in savings, and that was only AFTER payday. I was still going paycheck-to-paycheck, even though I had already paid off my credit cards. If I attempted to diversify, splitting my $500 into 5 different stocks, I would need to make 5 trades. At the time, that would cost me $10 per trade in commissions – $50 total. I would have lost 10% of my investment before I even started, which is why I stayed out of the markets.
The same thought occurred to thousands of other people. Why would I want to risk all my money in a brokerage account? I’m losing the game before I even started to play. But with $0 commissions, that game has changed. Now I can make, or lose, money based on my investing skill, not what my brokerage is charging me. So I put down my $500 and bought what I could afford (which, coincidentally, was based on what I already traded in my StockTrak portfolio as part of a company contest).


What I Learned
I put my money where my mouth is. I started investing, and I put another $500 in every few months. And I lost money. Not a lot, but enough where it kind of sucked. But I did not take my money out, because I knew that it was better in the markets than sitting on the sidelines (or spent on Amazon).
In December 2015 I decided that the problem was that I was not paying close enough attention. I bumped up my account to be eligible for “Day Trader” status so I could sell a stock quickly if it started losing money. Curiously, I started losing money faster. Thankfully, by this time StockTrak was paying me enough money so I was also able to have an Emergency Fund set aside, besides my Robinhood account.
By March 2016, I decided Day Trading was costing me more time than it was worth (and I was still losing money), so I stopped checking my account every day. Miraculously, my balance started increasing – I was sticking to a combination Buy What You Know and Buy and Hold investing strategy. I had ups and downs, spikes, and troughs, but I kept making my monthly deposits and re-balancing my portfolio without paying too close attention to the ups and downs.
About half of my portfolio was invested in stable securities like S&P 500 ETFs. About ¼ was in “sure bets” (in my mind) like Amazon. The remainder was my “fun money”, which I was investing in things like off-the-wall tech stocks (WATT, TSLA, etc) – I got this idea because I audited about 500 accounts on StockTrak every semester and saw what the winners were buying. My portfolio had its ups and downs, but it was certainly beating my savings account.
Then Things Changed
December 22, 2017. I decided not to drive to the StockTrak main offices – I would work “from home” from my mother-in-law’s house so I could help prepare her traditional holiday meal of fondu that evening. I was working on my laptop from a “desk” that consisted of an antique makeup table that I carefully cleared onto the floor, using an oversized pillow for a chair. I was preparing that morning’s StockTrak newsletter that we send out to all students about “Featured Stocks”. We usually look for the daily stocks that are “market movers” for the day, filtering down to ones we recognize as potentially household names (getting rid of penny stocks and other weird ones).
Strange, I recognized one something I actually owned. It is doing well. Wait, that period in the stock price was actually a comma. It was doing VERY well. I called over my girlfriend to strategize. I was, very suddenly, $15,000 richer – and we had enough saved up for a down payment on a condo. Hopefully, my boss was not expecting much on this day before Christmas, because I certainly was not paying very close attention to work that day. It was a wireless energy company, ticker WATT. I found it existed because I frequently saw it pop up as “most active” when researching doing the daily newsletters (and it came up a lot in portfolios I was auditing). In researching the company’s technology, I believe that it could be a massive game-changer if/when it finally hits consumer markets. It spiked that particular week because rumors were circulating that it was going to be included in the next model of iPhone. The rumors were unfounded, but my % trailing stop orders locked in my profit when the markets began their correction without me having to obsess over it.
I rode the wave for a few more days – netting a few more thousand dollars in the process. I sold it off, with the profits as cash to my savings account (for that down payment), and my initial investment back where it came from. That lost me money over the next month, but I was still in great shape.
I kept putting money in with my regular monthly contributions. Sometimes it grew, sometimes it shrank. But it was never “lost” because it was never spent – if things got tight, I could sell off my investments. I chose not to.
Today
My role at StockTrak has changed drastically since I first started as part of the support and operations team.  The $10 commission at other brokerages does not matter as much when you have $20,000 invested. Honestly, their research tools are not great. But I find it easy to manage, and I do my research using my free Stocktrak practice account, with the exact same information that every user sees in their twice-weekly newsletters and StockTrak portfolio.
I still have ups and downs, but Robinhood genuinely changed my life. If I were paying $10 per trade, there is no way I would have been investing in 2017 – let alone in stocks that I might need to dump at a moment’s notice depending on market news.
Yesterday, Robinhood was fined $65 million dollars for “misleading” customers on how they make their money. Since I work with StockTrak (with somewhat of an eye on how brokerages generally operate), I’ve known from the start that they make their money by “selling” my trades to other clearinghouses, which gets them a 0.1% spread. And I could not possibly care less. They make MAYBE a cent on my $100 transaction – and I do not think the average small investor should care either. This might make a difference if I were investing a million dollars, but when I was agonizing over the $500 in my savings account, I could not be happier to have my money with Robinhood.
Full disclosure, this is my Robinhood returns since January 2015:

 
I also maintain a separate Roth IRA with Merrill Lynch (started much later than my Robinhood account), which I invest exactly the legal maximum every year, exclusively with index funds (and cannot currently remember my login details, because a Roth IRA is not meant to be obsessed over).
StockTrak does not give investment advice to anyone – I, nor anyone on my team, is a licensed financial planner. However, I encourage everyone to invest in SOMETHING. You almost certainly will not see returns as I did, but it is money you will set aside and not spend on random “stuff”. I personally, Kevin Smith, recommend that every person open a Robinhood brokerage account and start their journey of investing.
In 2020 they hit 10,000,000 customers without spending a dime on traditional advertising.  How did they do it?  Instead of spending their advertising dollars on TV and print ads, their marketing gimmick is they give everyone that opens an account a FREE stock worth $5-$500.  And then they give you another free stock if you refer a friend (up to 3 friend referrals per year).  So if you open an account and refer 3 friends, you will receive 4 shares of stock totally free.  This is a fact because I do this every year myself.  Click here to open your Robinhood account and get your first free stock!
Kevin Smith
StockTrak Director of Product Development

 
 Personal Finance
 Student Loans
  Written by Kevin Smith 


What is a Student Loan?
A student loan is exactly what it sounds like – a loan given to students to finance their studies. This is most common for college or university students, but also works for trade schools and other vocational studies.
Most of the time when a person takes out a loan, they are using it to invest in an asset that they will use later – like a mortgage for a house or a car loan for a car. With a Student Loan, you are investing in yourself. The gamble you make is that the cost of the loan (plus interest) will be less than the extra income you’ll earn with the new education.
Before You Start – The FASFA
The FAFSA is the Free Application for Federal Student Aid. If you want to pursue higher education, this is the first place to start, even before you look at student loans. If you qualify for federal financial aid, it is basically free money you can put towards education (and reduce the total amount you need to borrow).
The FAFSA form can be a bit long and may require you or your parents’ tax information to see what aid you can qualify for. But when you are looking to go to school, this is the first step in the process. Many universities insist every student complete the FASFA before taking out any student loans to lower the total debt burden students will have when they graduate.
Types of Student Loans
There are a few types of student loans available for students in the United States, depending on their needs.
Federal Loans
The cheapest loans are provided by the US Department of Education. These loans are only available for students at federally approved colleges, universities, or trade schools. These have a low interest rate, but also allow very little to be borrowed – potentially not even enough to cover tuition and school fees (let alone housing costs). Federal loans have two types – “Subsidized” and “Unsubsidized”.
	With a subsidized loan, the Department of Education pays off all interest while you are in school, and for up to 6 months after you graduate while you try to find a job. This makes subsidized loans very cheap, but these loans are the hardest to get (with the lowest amount you can borrow). You need to show that you have “Financial Need” to qualify for a subsidized loan.
	Unsubsidized loans accumulate interest as soon as you take out the loan, so you’ll be building up interest the whole time you’re in school. But Federal Loans typically have a low interest rate, so this can still be an attractive option for many students (compared to private loans).

A single borrower can have both types of loans at the same time, so you might have some of your borrowed amount accumulating interest while the other is not.




How Much You Can Borrow
The amount you can borrow with a federal loan is determined by your school – schools work with the Department of Education to ensure students do not over-borrow on federal loans (meaning borrow more than the minimum it should cost to attend school).
	Year In School	Borrowing Limit
	1st Year Undergraduate	$3,500 subsidized, $6,000 un-subsidized ($9,500 total)
	2nd Year Undergraduate	$4,500 subsidized, $6,000 un-subsidized ($10500 total)
	3rd Year + Undergraduate	$5,500 subsidized, $7,000 un-subsidized ($12,500 total)
	Graduate Studies	No subsidized, $20,500 unsubsidized
	Total Cap (Across all years)	$65,500 subsidized, $73,000 unsubsidized ($138,500 total)

Source: https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized
You can borrow the less in your first and second years because of the risk of dropping out – the program is designed to prevent students who drop out of college from being saddled with massive debt that they are unable to repay.
If You Are A Dependent – PLUS Loans
If you are still a “dependent” of your parents for tax reasons, you can borrow even less, as it is assumed your parents should be helping you out with some of your school costs if they can claim you on their taxes.
But if your family already has financial need, your parents can obtain what are called “PLUS” loans. With a PLUS loan, your parents would take out a student loan on your behalf to help pay for your school. The difference is that your PARENTS are the ones responsible for paying back the loan, not you.
PLUS loans are not very popular – their interest rate is much higher than direct student loans, and parents in families with financial need are not usually able to take on the additional debt burden.
Private Student Loans
Private student loans are issued by other private banks and lenders. The interest rate is determined by the general market interest rate. Sallie Mae is the largest provider of private student loans – if you need student loans to finance your education, you will probably work with them at some point or another.
Private Loan Advantages
While federal loans are usually cheaper than private loans, private loans have some distinct advantages:
	Much simpler application process – usually just one or two forms with a credit check. This means the time to apply and start school is shorter and easier.
	Flexible Terms – with different payment plans, when you start paying, and ways to defer interest until you graduate depending on your needs.
	Bigger Amounts – you can usually borrow a lot more with private loans than federal loans.
	Easier to Manage – By having all of your loans in one place (skipping the federal loans entirely), you have one application process to go through each year, one payment to make after you graduate, and an easier time managing your budget.



Private Loan Risks
Student loan debt in the United States has skyrocketed, which makes some parts of private student loans controversial. The biggest drawbacks of student loans include:
	Too easy to borrow too much – college students are not celebrated for their skill in personal budgeting. Private student loans let students borrow more money – and money in the bank is money that can be spent. It can be hard to remember when you’re taking out a loan that you will eventually need to pay it back, and over-borrowing as a student (and accumulating interest the whole time you’re in school) is a good way to start your career saddled with a huge amount of debt.
	Discourages a mix – Private student loan providers usually encourage students to get all of their student loans in one place to simplify the process every school year, but this means you might miss out on better interest rates for part of your debt that you might have gotten with a federal loan. Mixing federal and private loans is a lot more work, but it can save a lot of money in the long-run.
	Flexible terms can be confusing – all of the flexible repayment options makes it sound easier to manage, but it can be challenging to know when you first sign up for a loan which path makes the most financial sense for you. This can be an extra risk.

At the end of the day, taking private loans is still a great way to finance your education, but it takes good financial discipline on your part to avoid graduation day saddled with debit.
Risks of All Student Loans
Whether you have a Federal loan or a Private loan, there are some unique risks associated with student loans.
The Risk Is On YOU
With a student loan, you are investing in yourself – the education you receive with the loan money should increase your future income. Unlike a house or car (which you can sell if you get behind on payments), if you do not complete your education, you get no benefit and all of the debt.
This means that before you take out any student debt, you should be sure that you can commit to finishing school and obtaining your degree. Ideally, you should also do some career research to see what kind of starting salary you will earn after you graduate when you plan how much you can borrow. Most undergraduate students wildly over-estimate how much they will earn after graduation – you can find estimates per major through surveys conducted by the National Association of Colleges and Employers (https://www.naceweb.org/).
Bankruptcy Does Not Work
If you rack up credit card debt or other types of loans, you always have the option of bankruptcy relief. But bankruptcy works by selling off your assets, negotiating with lenders, and coming out with a payment plan.
Because student loans are based only on the skills and credentials you should have earned while in school, student loan debt does not qualify from bankruptcy protection – there is no escape, and you are stuck with it until you can pay it off.
Budgeting Is Essential
Knowing how to build an effective budget, and stick with it, while in school is the best thing you can possibly do to manage your student loans. Ideally, at the end of each year, you should have a sizable amount of the loan amount that you did not use (and kept as an Emergency Fund), and can repay immediately when you graduate to lower the interest you need to pay going forward.
This means you need strong long-term planning, good impulse control, and the ability to see yourself after graduation – and understand how much your loan payments are going to cut out of every paycheck.


Student Loan Best Practices
If you are considering higher education and might need student loans, follow these steps:
	Complete The FAFSA. This is free money that you do not need to pay back, and so will reduce the amount of loans you need to take. You will need to complete this first before most student loan programs will even take your application.
	Look For Scholarships. Sallie Mae has a scholarship search tool, and others exist as well. Scholarships are another source of free money, and most scholarships receive very few applications because students never bother to apply. Spending a few hours searching and applying for scholarships can save off thousands of dollars from your final loan amount.
	Start With Federal Loans. Apply for federal loans first, especially subsidized federal loans. It takes a bit more work every year to get funded, but the lower interest rate will save big money when it comes to repay. You cannot apply for federal student loans directly – after you complete your FAFSA, your college or university should present you with your federal loan options.
	Minimize Private Loans. Most students end up needing some private loans to finance their education (particularly living expenses), but this should be the last piece you apply for once you’ve already shaved off as much as you can with the other options.

After Graduation – Refinance
After you graduate from school, investigate options to refinance your student loans. By the time you finish school, you will probably have several different student loans (mixes between Federal and Private, different periods and interest rates, ect), which can be tricky to manage.
However, there are many companies set up specifically to refinance your student loans after graduation, usually paying you a loan transfer bonus, and potentially a lower interest rate. Refinancing companies want to see that you’ve started work (and how much you’re earning) before they give you options, but this is an often over-looked way to save thousands more dollars on your total debt burden right out of school.
Pop Quiz
[mlw_quizmaster quiz=105]
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 Complete our Investing and Personal Finance Curriculum!
  Written by Giovanna Borges 


Earn a $200 Amazon Gift Card by completing our Personal Finance and Investing Curriculum!
Beyond our investing simulation, StockTrak also has a wide library of Personal Finance and Investing lessons that professors can optionally add to their classes.
This December, 2020, we are planning enhancements to help professors plan out these lessons as part of their classes. To do this, we are looking for a few students to work through our curriculum library of about 150 short lessons, and report back how long each lesson took them to complete (along with offer their recommendations to our Curriculum Team for improvements).
Curriculum Review
Students who are interested can fill out the form below. 3 students will be contacted the week of November 30 to confirm their interest, with instructions on how to report back your completion to our product team to help with the next round of updates. Each of the 3 participants will receive a $200 Amazon Gift Card for their time. Based on early estimates, it should take between 8 and 12 hours to complete all lessons and quizzes.
Budget Game Sneak Peek
Everyone who is interested will also have sneak-peek access to StockTrak’s new Personal Budgeting Game, where you will manage your cash flow as a student with a part time job transitioning to the full-time workforce. You will be challenged to maintain a healthy work/life/study balance, responsibly build your Credit Score, set and hit monthly savings goals, and experience all of the unexpected “life events” that add up to make a significant amount of real-world spending.
We are looking for general feedback on the game – what you liked, what you did not, and whether you would recommend this game for both personal finance classes or university-wide financial literacy programs open to all students. We do not have any compensation available for the Budget Game Sneak Peek (and so all students are invited to participate), but your feedback will play a major role in StockTrak’s development plans for 2021.

Sign Up Now!


Learn more about the curriculum



Personal Finance
Do you know whether it’s cheaper to buy or rent? What about how much you need to save to be a millionaire?
The Personal Finance curriculum takes you through the steps of understanding your personal budget so that you can set realistic goals.
It’s not about depriving yourself, but understanding your cash flow every month, how to use debt responsibly to build credit, the pros and cons of different forms of insurance, and managing your taxes and expenses. It’s not about depriving yourself, but understanding your cash flow every month, how to use debt responsibly to build credit, the pros and cons of different forms of insurance, and managing your taxes and expenses.
The assignments include interactive calculators, videos, and pop quizzes at the end of each lesson to test your knowledge.




Investing
Whether you have a million dollars, or $100, the only way to grow your wealth is first to understand the investment choices available to you and how to use them.
The investing curriculum takes you through how to set-up a personalized investment plan, how to build equity, and how to know when it’s time to buy, sell, or hold. You will also learn how to evaluate the worthiness of stocks through the fundamental analysis approach as well as the technician analysis approach.
By the time to take the final exam, you’ll be able to spot short term trends and understand the economic cycles that impact financial markets.





 StockTrak Changelog
 Launch A Campus Wide Financial Literacy Program At Your School
  Written by Cassandra Wood 


Financial Literacy Is More Important Than Ever
Here’s What Your School Can Do, StockTrak Can Help
How many students at your school are already in credit card debt? How many know how to manage their student loans after graduation, let alone save up for a mortgage? If you care about making sure everyone graduates with the financial skills they need to plan for their future, we can help.
StockTrak’s Campus-Wide Financial Literacy Program
Beyond StockTrak’s investing simulation, we have a whole suite of financial education resources designed from the ground up to promote financial literacy at colleges and universities across the country. This program includes:
Simplified Investing Simulation
With walk-throughs and help for beginners. Includes stocks, bonds and mutual funds.

Fully-Immersive Personal Budgeting Game
12 month simulation starting as a college student who graduates, starts their first full-time job, manages bills, cash flow, and reaching monthly savings targets

Self-Paced Financial Lessons
Covering everything from budgeting to insurance, planning for retirement to credit cards, and everything in between!


Tens of thousands of university and high school classrooms are already using our resources in their classrooms, but our new Campus Wide Financial Literacy Program takes things to a whole new level. One of the biggest challenges students face is understanding how to manage their financial situation and the stress that it can sometimes provide. As an educational institution, why not make sure that EVERY student graduates with some basic financially literacy skills–these are the skills that the students will benefit from for their entire life!
How does it work?
At the start of every school year or semester, your university or student association can kick-off a Campus Wide Financial Literacy Program. Imagine how much value you would get from having this available for your students, and even your university employees.
The Program begins with the fun and engaging Personal Budgeting Game that has built-in lessons and pop quizzes. Student start as full-time student with a part-time job, graduate and then become full-time professionals. It covers creating a monthly budget and establishing savings goals. Students have a checking account, a savings account, and a credit card account. They get experience paying bills, dealing with life’s unexpected events, and managing their credit card to cover the unexpected expenses.
While focusing on staying on budget and building their Emergency Savings Fund, students learn to plan for unplanned expenses that are just a fact of life. They gain the most points by practicing Paying Yourself First.  The overall game score evaluates their ability to stay on budget, manage their debt, improve their credit score, establish an Emergency Fund, and build their Net Worth.
After the first week of the program, students receive $1000 to start building their investment portfolio, (powered by StockTrak’s investing simulation). Users can buy stocks, bonds, and mutual funds with real-time rankings and data. The competition heats up as they watch their portfolio rankings rise and fall. This is an excellent way to foster student engagement on your school’s social media channels.
As they progress through the Budgeting Game, additional practical lessons on insurance, debt management, and personal finance pop-up in the game. While in the Stock Simulation they are credited $500 per week to keep growing their investment portfolio. This is exactly how real professionals build their retirement funds. Contributing a portion of every paycheck and growing their net worth as they go.
Better yet, StockTrak will sponsor $500 in prizes to the top performers in the Investing Simulation to sweeten the deal!
Financial Literacy Certification 

Integrated into this interactive and engaging platform are two different certifications. Participants can earn the following certifications by completing the 75 personal finance lessons, StockTrak Finanical Literacy Certification and Investing 101.
The Investing 101 mini-course is available to get non-business majors caught up to speed on how to make their first investments.
So even if the students at your school know nothing right now about economics, business, or capital markets, by the end of the program they will do. And they will be able to prove it on their resume, LinkedIn account, or keep a physical copy for their records.


Based on their performance, they earn badges on their budgeting and investing decisions. They can show them off on the ranking pages within the Budget Game and Investing Simulation.
At the end of the program, everyone who completed the Budget Game, built their own basic portfolio and completed all the lessons will earn our Financial Literacy Certification. This shows that they have what it takes to “adult” in the real world.
Spreading Financial Literacy
StockTrak has been running as a premium stock simulation platform for over 30 years, and we want to help you expand financial literacy for all students before they graduate. This is important not just for business and MBA students. Everyone should know how to manage wealth and understand their finances.
To help you launch your first challenge, we’ve put together all the documents you need to get your students registered and ready to go.
Communication Tools for Your Campus
The following marketing materials will be provided for you to use with your existing campaigns and student-led organizations. You can either use them directly or customize them to fit your school’s brand.

	Orientation Package: how to use the platform, setting up tournaments and FAQs
	Poster/Flyer: to share around campus or on student portals
	Email Newsletter Campaign: a series of emails to introduce the challenge, engage students, and provide resources and strategies so they feel more confident
	Landing Pages: with details on prizes, tournament rules, and how to start a portfolio 




How To Launch A Financial Campus Program At Your School
There are 3ways to launch a Financial Literacy Program at your school
Through a Professor, Club or Student Association
Your school or club can launch a small program. Students pay a $19.99 fee when registering.

Through Your Business School
If your school already has a StockTrak site license, the Financial Literacy Program can be added for an additional fee of $7,500* covering your entire freshman class. This is a great way to add a financial literacy component to your Business School.

Campus-Wide Financial Literacy Challenge
Your school could have its own branded, customized, and dedicated platform. This license is $20,000 per school per year and includes branded colors, logos, custom lessons, and landing page.


Get More Information
If you’d like more information about launching a Financial Campus Program at your school, leave your contact details below to get in touch with the StockTrak Team!



       
Your Name (required)

Your Email (required)

Phone Number (required)

School (required)

City and State (required)

Number of Students (required)

When do you want the challenge to start? (required)

What type of challenge? (required)
StudentDepartmentSponsored




*Images: Unplash and Pixabay


 StockTrak Changelog
 Weekly Deposits – A Whole New Way To Play The Stock Game!
  Written by Giovanna Borges 


If you have used a stock game in your class before, you know the drill – you choose your class’s custom rules and starting cash (usually around $100,000), your students sign in, and they use that cash to build their portfolio that they manage over the course of a semester.
This might make sense to a professional fund manager who has a certain amount of assets, but is a far cry from how personal investors build their wealth over time. StockTrak’s newest enhancement turns this system on its head with our new Weekly Deposits – the biggest thing to happen to stock games since stocks!


How It Works

With Weekly Deposits, you would start off your class with a relatively small amount of starting cash – say $100, $1000, or even $10,000.
Then every Sunday evening, your students get extra cash deposited into their account – as the professor, you choose exactly how much.
This completely transforms a passive “Fund Manager” stock game into a true Personal Finance exercise. Just like the real world, students regularly add money into their portfolio, which they need to continually re-invest and re-balance, rather than passively holding a few stocks they purchased on the first day of your class game.
This matches how a small investor really builds their portfolio – one transfer at a time!
Using Weekly Deposits In Class
Weekly Deposits opens up a whole new world for ways to use the StockTrak stock game in classes. Here’s a few scenarios to consider for your next semester:
The Junior Investor
When we ask for college student feedback, one of the biggest downsides of a “$100k stock game” is that it is more money than the average student can really conceptualize. For Weekly Deposits, you can create a “Micro-Investor, Regular Saver” game!
	Start students out with just $100 starting cash – putting a true limit on what they can invest
	Set a weekly deposit of $100, to mimic students saving an extra $100 out of every paycheck for the duration of your class.
	As your class stock game goes on, students will be able to afford different stocks, and need to rebalance their portfolio to adjust. Do they keep re-balancing to maintain diversification, or do they cash out all their Ford stock (around $8/share) to buy one share of Apple (around $120/share) after the first week?


The Career Saver

This scenario gives a bit more flexibility for students to build a diversified portfolio right off the bat.
	Start students with $10,000 in starting cash, with our normal 25% position limit rules (students need at least 4 different stocks to use all their starting cash)
	Deposit an additional $1000 cash each week. In the scenario for your students, this will be a “sped-up” monthly savings that they need to re-invest.
	In this scenario, students need to continually re-balance their portfolio to stay diversified as their cash goes up. Do they keep investing in the same stocks they started with, or build up a wide portfolio of many holdings?


Budget Game Combo
The new Weekly Deposits also adds a great dimension for classes also using our Budget Game. By leveraging our Assignments, you can automatically credit students’ Stock Game accounts after they complete specific actions in the Budget Game, like completing a certain number of months or completing specific lessons in the Learning Center.
 
What This Means For Rankings And Portfolios
In our back-end, we adjust the Weekly Deposits by incrementing up the student’s starting cash balance. For the rankings, it means that the “percentage returns” are not distorted by the weekly deposits. However, classes that might be using more advanced rankings, such as Sharpe Ratio and Alpha/Beta, will see some distortion.
How To Get A Weekly Deposit Stock Game For Your Class
If you already have a StockTrak site license, “Weekly Deposits” are a new rule you’ll see right after choosing your Starting Cash Balance for your next stock game.
If your university does not yet have a StockTrak site license, use the form below to get a quote!
 




       
Your First Name (required)


Your Last Name (required)



Your Email (required)


Your Phone Number



Your School Name



I want to receive a quote for...
For A Single ClassFor Multiple ClassesFor A White-Labelled Site License

Approximate Number of Students Per Year Who Would Use StockTrak Per Semester



Tell us more about your classes or program so we can better assist you.










 
 StockTrak Changelog
 Free Wiley Certification Course For Top Students
  Written by Kevin Smith 



Thanks to a new partnership with Wiley Efficient Learning™, the top-performing student in all US and Canadian classes using StockTrak.com this Spring with 20 or more students will receive a free CFA, CFP, SIE, Series 7, or CPA Wiley Review Course of their choosing – a value of $130 to $1,600, depending on the course chosen.


All available courses are also featured in our new Certifications Center for students to learn more about the doors they open for their careers. All US and Canadian StockTrak students also get 25% off every course, even if they are not a top finisher in your class.
	CFA Certification Information
	CFP Certification Information
	CPA Certification Information
	SIE Certification Information
	Series 7 Certification Information
	Series 63 Certification Information


It is up to the professor to choose the metric for “Top Student” – it can be based on portfolio value, their grade in your class – its up to you! Just fill out the form below to give us your name and the contact details of your student so we can send them their course details.

Loading…

 
 StockTrak Changelog
 New Trading Reports
  Written by Kevin Smith 


StockTrak’s reporting features may be the most useful corner of the site for professors and tournament administrators, which is why we are excited to announce our new set of “Fun Fact” reports for every class!
Our Fun Facts reports will have useful summaries of the trading data for your class, both as a quick look into the entire class’s trading habits as well as a great launching point for class discussions. The new reports include:
Top Traded Securities
This report will give you a list of the most commonly traded securities in your class. Professors will be able to sort the report by order type (most commonly bought vs shorted, sold, or covered) during any time horizon. It will also include the ability to view the trading habits by total trades, or by the number of students in each class that has traded each particular security.
Ranking Report Update
StockTrak’s Rankings report has consistently been one of the most useful for classes, where professors can see the delayed rankings, along with the portfolios of all participants. Our next update will further enhance the rankings report by adding multiple new “views”:
	Overall rankings will use the real-time portfolio values of your class, instead of the current “end of the previous trading day” values, to more accurately reflect current performance
	New “Weekly” rankings view will sort your class by their portfolio returns for the current week, an excellent starting point for class discussions
	New separated “Sharpe Ratio” and “Alpha/Beta” views will sort your class by these risk-adjusted metrics. Both of these views are already part of the default student rankings page, but their addition to your admin reports makes it faster and easier than ever to get a complete look at your class, all in one place.

We have more reports coming over the course of the Fall too! If you have not done so already, click here to register your Fall class!
If your class could benefit from a new type of report that StockTrak does not already include, let us know with the form below.




       
 Your Name (required)
  
 Your Email (required)
  
 Type of Report
  
 Give us some more information about how this report would be used for your class
  





 
 StockTrak Changelog
 Cash Spots Trading
  Written by Kevin Smith 


At StockTrak, we have supported currency and commodity trading for years for a complete derivatives simulation. This Fall, we are excited to announce the addition of Cash Spots as a new security type, available for all classes!
What Are Cash Spots?
StockTrak previously supported both Futures and Forex trading, giving leveraged options for trading currencies and commodities at real-time prices. However, these leveraged instruments may be overkill for many classes that focus on un-leveraged investing.
The new Cash Spots bridges this gap, giving students the ability to “buy an ounce of gold” or “short a barrel of oil”, unleveraged, in their portfolio. We use a simplified trading pit for cash spots, with a basic drop-down menu showing the available currencies and commodities:

 
Futures and forex continue to be available as their own security types, giving professors more investment options than ever for their class! Cash Spots will be available for classes starting August 31.
If you have not done so already, click here to set up your class for this semester.

 
 StockTrak Changelog
 Personal Budgeting Game For Colleges and Financial Literacy Projects
  Written by Kevin Smith 


We have been the leader in realistic investing simulations for colleges and universities for over 30 years. Beyond the typical Investments, Portfolio Management, Derivatives, and Economics classes, our platform has seen growing numbers of Personal Finance and Financial Literacy classes adopting it as well.
After almost 2 years of collaboration with several faculty and many students, StockTrak is now pleased to announce our new Personal Budgeting Game!
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About The Personal Budgeting Game
With our Budgeting Game, your students will take on the role of fresh college graduates who have just started their first full-time job. They play through a simulated “year”, where each virtual “month” takes about 20 minutes to complete.
As students roll the dice to progress through the game, they are challenged to set (and meet) savings goals, build (and keep) their monthly budget, pay their bills on time, manage their limited income with unlimited wants, deal with many expected and unexpected decisions and costs, and choose how to spend their free time.
As students play the game, they learn to manage their checking and savings accounts, they learn to use their debit and credit cards appropriately, they learn to pay bills on time and watch their credit score grow, they learn about insurance and deductibles, they learn how to fill out a tax return, and they learn to appreciate their overall quality of life as well.
We know that students love rankings, and on the Budget Game the students’ Game Score grows as they:
	Set and attain monthly savings goals
	Build their Emergency Fund by regularly transferring money to their savings account (and not taking it out)
	Building their Credit Score through responsible use of their credit card
	And improving their Quality of Life by spending money strategically on luxuries (so long as it is within their budget),spending time with friends and family, and spending time and money to improve their overall knowledge and skill sets


Using The Budget Game With Your Classes
Our Budgeting Game will be fully-integrated with the StockTrak portfolio simulation. When professors register, they need to select our “Personal Finance” service level to allow access to the Budget Game. This means students in your Personal Financed classes can use our complete Personal Finance Curriculum, our U.S. stock/bond/mutual fund simulation, and our new Budget Game simultaneously – creating an extremely powerful and engaging resource for any financial literacy classroom!
Using the StockTrak Platform for a College-Wide Financial Literacy Projects
By combining our Budget Game, Stock Game, and Personal Finance Curriculum with built-in assessments, schools can also host department-wide or university-wide financial literacy initiatives with a StockTrak Site License.
Shouldn’t every Business Student that graduates from your university have some exposure to Personal Finance, Savings, and Investing? Now they can!
Fully-customized licenses are also available for trading rooms, customized with your school or sponsor/donor’s logos, colors, customized landing pages, and more!
Book A Demo
Nearly every element of your class’s budget game is customizable to suit your class. This includes:
	If your students immediately start with a full-time job, or if the first 6 months of the game start with the student still in school with just a part-time job
	Starting checking and savings account balances
	Base amounts students pay for every bill type
	Types of events that occur in game (which can be customized as your game progresses, to highlight topics you are covering in class)
	…and much more!

StockTrak’s Budget Game, Curriculum, and Stock Game starts at $19.95 per student, with discounts available for multiple classes or larger programs. The license fee can be paid either by the school by an invoice sent to the Professor, or by the student at the time of registration.
Get More Information




       
Your First Name (required)


Your Last Name (required)



Your Email (required)


Your Phone Number



Your School Name



I want to receive a quote for...
For A Single ClassFor Multiple ClassesFor A White-Labelled Site License

Approximate Number of Students Per Year Who Would Use StockTrak Per Semester



Tell us more about your classes or program so we can better assist you.










 
 StockTrak Projects
 How StockTrak Maximizes The Value Of Distance Learning Classes
  Written by Kevin Smith 


As thousands of finance, accounting, and portfolio management classes are planning a full or partial switch to distance learning for the Fall, it can be a struggle to reach the same level of engagement with your class (particularly for classes usually held in a trading room).
This is where StockTrak’s wholly-online portfolio simulation can really come to shine. Follow these best practices we’ve learned by working with online schools over the last decade for some of the best practices in getting the most engagement from your class – even outside the classroom.
Simulations Are More Important Than Ever
When your classes are totally online, your students are under a constant barrage of distractions – which is the biggest killer of classroom engagement and ensuring mastery of core concepts. This is why simulations, like StockTrak’s portfolio simulation, are more important than ever.

Starting your class’s portfolio simulation as soon as possible adds an important layer of structure to your online class. This gives students an immediate hold of a long-term project that clearly evolves as you introduce new concepts in class.
Include Weekly Touchpoints
StockTrak’s Assignments feature allows professors to set up specific tasks for students to complete, each with their own “start dates” and “due dates”.
With an online class, we recommend to set up an “introduction” assignment during the first week (introducing students to core concepts and watching our integrated tutorial videos), followed by weekly Assignments asking students to regularly monitor and update their portfolios.
Our latest Engagement Update makes this easier than ever, where you can queue assignments with prerequisites, and add rewards for students who complete each set of tasks on time.
Students are also prompted to take notes with every trade, which are automatically saved in the system and available both for the professor to review and for the student to refer to when building end-of-semester reports or presentations.
The Class Rankings Matter

StockTrak has built-in, real-time rankings by overall portfolio return, weekly return, Sharpe Ratio, and Alpha/Beta. This is already the most engaging part of most classes, as students vie for the top spot.
For online classes, the rankings become a powerful tool to further drive engagement in the lecture periods themselves. Call out the top weekly performers to ask what went right – or the bottom performers about what went wrong as a launching point for further class discussion. Every student will have a story to tell!
Ready-Made Products Simplify Getting Started
If you have not used StockTrak in your classes before, our veteran professors have provided a library of successful class project documents and course outlines showing exactly how to integrate the portfolio simulation in your classes.
Simplify The Learning Process
StockTrak brings together all the tools a student needs to learn how to successfully manage a portfolio all into one place. Our cutting-edge trading engine uses real-time bid/ask prices for instant order execution, while students are introduced to key concepts with our integrated library of lessons and tutorial videos.
Students can find quotes, financial statements, historical prices, analyst ratings, key ratios, and hundreds of other data points for each security in our Research Center, so there is no struggle to herd students from one resource to another. Professors can add tutorials and introductory lessons with just 1 click with our Assignments feature, saving valuable class time. We have dozens of integrated, customizable reports built right in, giving all professors a complete view of their entire class at any time.
If you haven’t already, register your class and get your unique class code to share with your students – students just click the link, choose their login details, and are set to begin!

 
 StockTrak Changelog
 StockTrak Engagement Update
  Written by Kevin Smith 


Our first major update for Fall 2020 is almost here – and we’re calling StockTrak’s Engagement Update!
 
As the name implies, our Engagement Update is all about getting (and keeping) your classes fully engaged with their StockTrak portfolio throughout the semester.
The update is centered on three key components: Assignment Prerequisites, Assignment Rewards, and Badges.
Prerequisites
The Assignments feature on StockTrak allows professors to require their students to complete certain lessons, watch tutorial videos, and place different types of trades in their portfolio.
Previously, a professor would set a “start date” and “end date” for each assignment, with assignments typically set weekly or just one covering the entire class period. The next time you create an Assignment, however, a new “Prerequisites” field is available:

This is a drop-down menu that will list all the other assignments you’ve created in this class. By choosing a “Prerequisite”, your students will need to complete that other assignment before this one becomes available – regardless of the start/end dates.
Prerequisites In Action
Let’s say that I want my students to watch the tutorial videos on StockTrak before they make their first trades. First, I would set up an assignment requiring students to “Watch Tutorial Videos”.
Then I would create a second assignment – “Make 5 trades”, and set my first assignment as the prerequisite.
For my students, they log in and are prompted to watch the tutorial videos. As soon as they finish, we will automatically prompt them to now place their first 5 trades.
Rewards
Our next major addition is “Rewards” – the ability to give students a cash bonus for completing an assignment:

By setting a “Reward”, you specify some amount of cash that will be deposited into your students’ accounts when they complete this assignment.  As soon as they finish all of the assigned tasks, their portfolio will be immediately credited with the reward amount.
Please Note – the added cash acts as a pure profit on your students’ portfolios. If your class focuses on the Sharpe Ratio, this cash infusion can impact their portfolio volatility.
Prerequisites and Rewards In Action
To maximize your student actions over the course of the semester, you can combine Prerequisites and Rewards into weekly “Challenges” to make sure students are staying on top of their investments.
	Their first assignment is to read some introductory articles and watch the tutorial videos introducing them on how to manage their portfolio. This assignment “Starts” on the first day of class and “Ends” on the last day of class.
	Next, you can set up additional assignments that start each Monday and end each Friday. These assignments simply ask students to check their portfolio and update their Limit Orders, or place specific types of trades. Each will have a “reward” of $1000, but the first “tutorial” assignment set as a prerequisite.

This means that students who complete the tutorials early and get started on their portfolio have an opportunity to gain a small boost to their portfolio each week by staying engaged – and perhaps rise a spot or two in the Class Rankings. Students can only get their “weekly rewards” if they finish the tutorials first, giving a distinct advantage to students who follow directions!
Badges
Our last, and perhaps biggest, addition for engagement is our new Badges. Starting this Fall, students will be able to earn badges by completing certain actions throughout StockTrak. This could include things like:
	Making their first trade
	Buying 3 Energy Futures
	Trading 5 Healthcare Stocks
	Trading 25 European Stocks
	Completing Personal Finance lessons in our learning center focusing on Credit and Credit Score
	…plus dozens of other challenges (with over 150 badges in all)

After a student has earned a badge, they can set it as “Active”, and it will appear next to their name on the Rankings Page and throughout StockTrak.

Clicking another students’ badge on the rankings page will show all the other badges earned, giving students a better incentive to explore StockTrak and find new ways to diversify their portfolio.
Students can also “level up” certain badges by improving their mastery of a concept, encouraging students to go above and beyond class minimum requirements.

All of these features are completely optional. You will have the option to turn badges off in your class settings, and continue to utilize Assignments without setting prerequisites or rewards. However, these are powerful new tools in your kit to drive student engagement, and we’re excited to serve your classes this Fall!
Returning Professors
Create Your Class


New Professors
Create Your Account




 Uncategorized
 Stock-Trak Offers its PersonalFinanceLab Site FREE to Teachers and Parents for Balance of School Year
  Written by Kevin Smith 


Teachers Have Already Claimed Over
$250,000 of Student Accounts of PersonalFinanceLab.com’s Personal Budget Game
and Stock Market Game.
For
Immediate Release
(Montreal, Quebec) April 24, 2020 – In response to
teacher and parent demand for its online educational services, Stock-Trak Inc.,
the leading provider of educational personal finance games, is now offering
access to its PersonalFinanceLab.com site for free to teachers, parents and
their students for the balance of the 2019-2020 school year. 
PersonalFinanceLab.com offers a variety of personal
budgeting games and stock market games, each with its own set of curricula. In
addition, Stock-Trak is donating prizes to the top students nationally that
complete the games and the required lessons.
“Once we realized that both teachers and parents were in
desperate need of online educational resources for their students and children,
we decided to create some national competitions and offer free access to our
PersonalFinanceLab.com site. The response has been overwhelming and we have now
given away over $250,000 of student accounts,” says Mark Brookshire, Founder
and CEO of Stock-Trak Inc, the company that owns PersonalFinanceLab.com.  “As long as there is demand, we will continue
to grant free access through June 30, 2020,” he added.
The personal budgeting game allows students to create a
monthly budget of income and expense items. Then students manage the day to day
activities of paying bills, deciding whether to pay cash or charge items,
making decisions on payment plans and insurance, managing their credit card
balance and credit score, and many more financial literacy topics.
The stock market game gives students a virtual $100,000 and
the accompanying lessons help students understand how to build a diversified
portfolio.
About Stock-Trak Inc.
Stock-Trak offers a variety of virtual trading and personal
finance applications for both the academic and corporate markets.  Our family
of virtual trading and stock market education sites (StockTrak.com,
PersonalFinanceLab.com, HowTheMarketWorks.com, WallStreetSurvivor.com,
and Investinig101.net) helps over 800,000
students and adults each year learn how the stock market works and become
more confident in their investing decisions.  Our robust virtual
trading platform can also be customized to meet the needs of banks, brokerages,
media companies, and other financial websites to enable them to offer their
clients a virtual stock trading experience.  Founded in 1990,
our virtual trading platforms and websites have helped over 8,000,000
individuals learn about the markets and practice their trading skills. 
Contact:
Mark
Brookshire at (770) 337-7720
 Mark@StockTrak.com

 StockTrak Changelog
 Take Advantage of StockTrak’s Short Service Level
  Written by Kevin Smith 


During these unusual times, we want to let you know that
StockTrak.com is fully operational to support our professors and students. With
the wild swings in the stock market over the last few weeks, having your
students use StockTrak may be a once-in-a-lifetime opportunity for them to experience
these extreme moves as we navigate through this global phenomenon. To encourage
you to register your class for shorter summer semesters or quarters, we have
created a new discounted service.
With our Short Service Level, students get a discounted pricing of $19.95 for 7 weeks with full access to the trading platform, compared to the regular full semester price of $31.95 for 18 weeks.

While this is an uncertain time for the markets and global
economy, StockTrak continues to bring the best real-world online financial
education resource for your classroom.
Please feel free to register your class and contact us if you have any questions
 Register Your ClassContact Our Sales Team



       
Your First Name (required)

Your Last Name (required)

Your Email (required)

Your Phone Number

Your School

Your School City

Tell us more about your program so we can better assist you







 
 StockTrak Changelog
 Brand New Features on StockTrak!
  Written by Sara Reich 


Professors, we heard your feedback and requests this past semester, and decided to upgrade our StockTrak site with brand new features to improve your experience on our site. Here is the list of all the new features of our new and improved StockTrak site:
1. Custom Exchanges Tool
We created a brand new tool to allow professors to either restrict certain specific stocks, or to only give students a set list of stock to choose from. When setting up your next StockTrak class, you can either enter up to 50 ticker symbols as a “Whitelist” (meaning students can only trade those stocks, or as a “Blacklist” (meaning student are prohibited from trading those stocks). These custom tickers can be edited any time during the game. Learn More. 
2. Enhanced Ranking Report

There are already two separate ranking pages on StockTrak – the “Live Rankings” (which is visible for students), and the Rank Report (available in your Class Summary Reports.) Our latest enhancement makes this report even better – with a new button to view the history of each student’s portfolio over the duration of your class.This allows professors to view each student’s historical portfolio values as a chart, going back 1 or 3 months, and plotted against a benchmark of your choice. This makes it faster and easier than ever to spot spikes, identify issues, and see how your class is moving! Learn More.
3. Reset Students Accounts
We built a student account reset feature right into your admin pages!  Starting in Spring 2020, the “Ranking” report in your professor administration tools will have a new “Reset” button next to each student. Just press this button to reset the student back to their starting position. Please note that your ranking report will not show the portfolio value update immediately (as this page shows only the portfolio value for each student as of the end of the last day) – you can check the student Ranking page (under “My Portfolio” on the main menu) to see the live-updating portfolio values for your class.  Learn More.
4. Real-Time Forex Comes to StockTrak
The latest enhancement to StockTrak finally brings to bear our real-time, true-to-life Forex simulation! Our previous currency trading simulation allowed trading on a pure cash basis – students could buy and sell currencies at the real-time FX rates. While this is still very instructive, it missed out on the full nuance of Forex trading with dynamic charting tools, tick-by-tick trading data, and (most importantly) realistic margins to amplify buying power. This new trading functionality is available for all StockTrak service levels – just enable “Spots/Forex” trading when setting up your next class! Learn More.
5. User Account Generation
We take students data privacy very seriously. So we now launched a new “Account Generation Tool.” This is a new way to get your students registered to your class. Professors can now request however many accounts they need and we generate semi-randomized usernames and passwords. Professors then distribute those generated accounts to their students, keeping records of which account belongs to which students.  Learn More.
6. New Diversification Report
The new Diversification Report on StockTrak.com gives you a complete look at how students allocate their portfolios – both by security type and by industry.The top of the report shows your class summary for the last 7 days – the total market value of your entire class, broken down by asset type. The bottom lets you dive down into each student – a “View Portfolio” button to get a quick look at each student’s open positions and trades, along with a “View Diversification” button. This shows each student’s holdings – first with a pie chart showing breakdown by asset class, then with bar charts showing how their stock holdings break down by sector. Learn More.
7. StockTrak Teams
With our new “Teams” feature, each student instead registers their own separate account. Professors can then move students into “Teams” – each team having their own team name. Students still get their own portfolio (and see their individual standings), but all students in a team also have their portfolios aggregated into their Team Portfolio.Team portfolios get a new separate rankings page (so students can see their team performance compared to their peers), and students can also see their own individual portfolio and their team portfolios separately. Team rankings are by percent return, so you can have teams with unequal numbers of team members while maintaining a level playing field. Learn More.

 
 StockTrak Changelog
 Custom Exchanges
  Written by Kevin Smith 


Almost every class on StockTrak restricts the universe of securities that are available for each student’s portfolio – whether by restricting entire security types or just limiting trades to certain exchanges.
However, we have received many requests to take this a step further, to allow professors to either restrict certain specific stocks, or to only give students a set list of stocks to choose from. To bring this into reality, we just released our new Custom Exchange tool:
When setting up your next StockTrak class, you can now “Customize” the US exchange – professors can enter a list of ticker symbols either as a “Whitelist” (meaning students can ONLY trade the stocks listed) or “Blacklist” (students are prohibited from trading the stocks listed).
Custom exchanges support up to 50 ticker symbols, and can be edited at any time from your “Edit Class” page. If you have any questions about using Custom Exchanges in your next class, feel free to let us know and we will be happy to help!
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Tell us more about your program so we can better assist you







 
 StockTrak Changelog
 Enhanced Ranking Report
  Written by Kevin Smith 


Professors may have already realized there are two separate Rankings pages on StockTrak – the “Live Rankings” (which is visible for students), and the Rank Report (available in your Class Summary Reports).
The rank report uses end of day values from the previous trading day, and includes useful tools for managing your class – including buttons to view each student’s portfolio and trades, reset each student’s account, and add or remove cash.
Our latest enhancement makes this report even better – with a new button to view the history of each student’s portfolio over the duration of your class:
This lets professors view each student’s historical portfolio values as a chart, going back 1 or 3 months, and plotted against a benchmark of your choice. This makes it faster and easier than ever to spot spikes, identify issues, and see how your class is moving!

 
 StockTrak Changelog
 Reset Student Accounts
  Written by Kevin Smith 


Professors often ask for our team to reset individual accounts, or even entire classes after a “practice period” at the beginning of the semester.
These requests have been getting so popular that we built it right into your admin pages!
Starting in Spring 2020, the “Ranking” report in your professor administration tools will have a new “Reset” button next to each student. Just press this to reset each student back to their starting position.
Please note that your ranking report will not show the portfolio value update immediately (as this page shows only the portfolio value for each student as of the end of the last day) – you can check the student Ranking page (under “My Portfolio” on the main menu) to see the live-updating portfolio values for your class.
If you have any questions about using our new Account Reset tool, reach out to our sales team and we will be happy to help!
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 StockTrak Changelog
 Real-Time Forex Comes To StockTrak
  Written by Kevin Smith 


The latest enhancement to StockTrak finally brings to bear our real-time, true-to-life Forex simulation!
Our previous currency trading simulation allowed trading on a pure cash basis – students could buy and sell currencies at the real-time FX rates. While this is still very instructive, it missed out on the full nuance of Forex trading with dynamic charting tools, tick-by-tick trading data, and (most importantly) realistic margins to amplify buying power.
Our latest enhancement to our Forex trading pit brings this all to the forefront – allowing professors to include a complete realistic Forex trading simulation to their international finance and derivatives classes. This new trading functionality is available for all StockTrak service levels – just enable “Spots/Forex” trading when setting up your next class!
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 StockTrak Changelog
 User Account Generation
  Written by Kevin Smith 


We take student data privacy seriously at StockTrak – with constant innovations to keep student data secure. However, we work with more and more schools that have their own restrictions on what kinds of personal information can be gathered, even for administrative purposes.
To help make sure that all schools have access to StockTrak, we just released our new “Account Generation” tool. This new feature is an entirely new way to get students registered into your class – instead of using our classic registration link and inviting students to create their own username and password, professors just request however many accounts they need and we generate semi-randomized usernames and passwords.
Professors then distribute these generated accounts to their students, keeping records of which account belongs to which student outside the StockTrak system. This ensures that schools with even the strictest privacy policies can still take full advantage of the StockTrak platform.
Please note that the “Generate Users” feature is only available for schools with a StockTrak site license – if you normally have students pay by credit card/book code, or we invoice your school on a per-account basis, this feature will be unavailable. If you have any questions, please reach out to our sales team for more information!
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 Uncategorized
 New Diversification Report
  Written by Kevin Smith 


Evaluating how students diversify their portfolios is one of the key concerns of most professors using StockTrak. Our new Diversification Report just made this a whole lot easier!

The new Diversification Report on StockTrak.com gives you a complete look at how students allocate their portfolios – both by security type and by industry.
The top of the report shows your class summary for the last 7 days – the total market value of your entire class, broken down by asset type. The bottom lets you dive down into each student – a “View Portfolio” button to get a quick look at each student’s open positions and trades, along with a “View Diversification” button. This shows each student’s holdings – first with a pie chart showing breakdown by asset class, then with bar charts showing how their stock holdings break down by sector.


Due to the nature of the data, there are some limitations to this report:
	The breakdown by student is only based on their live open positions – not historical positions
	Futures, Future Options, and Forex holdings are excluded from the class summary
	Due to limitations of our data feed, sector breakdown data is only available for US equities

If you have any questions about taking advantage of this new report, let us know!
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 StockTrak Changelog
 StockTrak Teams
  Written by Kevin Smith 


StockTrak is often used as a group project in investments and finance classes, where two or more students jointly manage a portfolio. Until now, all students in a group would need to share a login – making it impossible to track individual activity and performance.
Enter StockTrak Teams!
 
How Does It Work?
With a regular StockTrak class, we give the option to let students enter more than one name on their account, which professors can see on their reports. However, this means professors cannot differentiate student activity in a group – this makes it difficult to utilize Assignments and to make sure all students “pull their weight”.
With our new “Teams” feature, each student instead registers their own separate account. Professors can then move students into “Teams” – each team having their own team name. Students still get their own portfolio (and see their individual standings), but all students in a team also have their portfolios aggregated into their Team Portfolio.
Team portfolios get a new separate rankings page (so students can see their team performance compared to their peers), and students can also see their own individual portfolio and their team portfolios separately. Team rankings are by percent return, so you can have teams with unequal numbers of team members while maintaining a level playing field.
“Teams” is currently only available for schools that have a site license for StockTrak – not classes where students pay by credit card/book code, or we invoice your school on a per-account basis. If you are interested in getting a site license for your school, or want more information on our new Teams, let us know and we’ll be happy to help!
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 StockTrak Changelog
 New Features Fall 2019 Webinar Recording
  Written by Kevin Smith 


We just held our “New Features” webinar for the Fall of 2019. If you missed it, you can view our recording here:
 

 
 StockTrak Changelog
 New Custom Reporting Tool Added!
  Written by Kevin Smith 


Reporting might be THE MOST important feature on StockTrak for professors. Our newest update gives every instructor the ability to build their own Custom Reports – so you can see the fields YOU need, exactly as YOU need to see them!

 
How It Works
To use the new Custom Reports, go to your “Summary Reports” page under “Admin” on the main menu after logging in. “Custom Report” will now be one of the available options.
Clicking this for the first time will let you choose what you want to see on your first report. Just give the report a name, and choose the fields you want to see!
Fields include, but are not limited to:
	User Info, like student names, email addresses, and registration date
	Current User Activity, like the last time they logged in, total trades made or orders placed, current portfolio value, total interest earned, and commissions charged
	Historical Data, where you can choose any previous day of the competition and see your class’s information from that specific date
	Current Open Positions for your class
	Trading Data, like complete transaction histories, order summaries, and trade notes
	Function Buttons, like a button to view a student’s portfolio, reset their password, or change their username

Please note that reports can include historical data OR open positions OR trading data – not all three at the same time. You can save up to 5 custom reports, and your custom reports will carry over between classes.
Sample Custom Reports and Usage
Case 1
A report showing my student’s names, their current portfolio value, current class rank, along with buttons to view their complete portfolio and reset their password.
When creating, it would look like this:

And the output would look like this:

Case 2
View the portfolio value, cash balance, and trade count for every student at the end of the last 3 Fridays of the competition.
When creating, I would go to the “Historical”, and enter the dates as the Fridays I want to view for each field. The historical fields can be entered more than once for different dates.

 
My generated report will now have separate columns showing the data for each date specified.
 
If you have any questions on how to use the new Custom Reports, or need help setting up your class, feel free to reach out and we will be happy to help!

 
 StockTrak Changelog
 Equities Trading Page Enhancements
  Written by Kevin Smith 


We just rolled out enhancements to our equities trading page, integrating more research, better charts, and an easier-to-read quote box for the Fall semester!
Check out the image map below to see the new page – hover over any info element for more information.



 
 StockTrak Changelog
 New Activity Report Shows Trading Activity
  Written by Kevin Smith 


It takes time to dive into reports on StockTrak, and ensure students are following up with their portfolios as they should. That is why we created our new Activity Report, available for Fall 2019 classes!
The new Activity Report shows an interactive graph of your class trading activity over the last 14 or 30 days, showing the breakdown of orders and trades by day, giving a crystal-clear view on how your students are interacting with their portfolios. We also let you dive down into each individual student’s activity, showing their daily activity, along with a summary of their most recent orders.
See our interactive preview of the new report, and click on any info point for more information.


Along with our new Diversification Reports and Custom Reports, it is easier than ever to manage your StockTrak classes. All three new reports can be found in the “Summary Reports” tab, under “Admin” on the main menu.
If you haven’t already, click here to register your classes for this semester!

 
 StockTrak Changelog
 Stock-Trak Turns 30
  Written by Kevin Smith 



Stock-Trak was founded in August of 1990 – which means we just celebrated our 30th birthday!
We would like to thank the tens of thousands of professors and millions of students we have served over the last three decades for helping us reach this milestone, and ensure that there are many more years to come!
Explore StockTrak’s history with the timeline below. To help the legacy continue, be sure to register your class for this semester too!
 


Get More Info
Have questions about using StockTrak in your classes? Give us a call at 1-800-786-TRAK or fill out the form below to get in touch with our team!
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Tell us more about your program so we can better assist you







 
 StockTrak Changelog
 Stock-Trak Acquires Personal Budgeting Simulation
  Written by Kevin Smith 


CashCrunch 101 Expands Company’s Educational Personal Finance Simulations
For Immediate Release
(Montreal, Quebec) May 8, 2019 – Stock-Trak Inc., the leading provider of virtual stock market trading applications for the education and consumer markets, has recently acquired a personal budgeting simulation (CashCrunch 101) from Fortune and Venture, LLC.
“The addition of a customizable personal budgeting simulation is a perfect complement to our customizable stock simulation and personal finance curriculum.  Beginning this Fall, both our PersonalFinanceLab.com and our StockTrak.com sites will have this budgeting simulation, allowing our K12 and university students to have a broader, financial educational experience” says Mark T. Brookshire, Founder and CEO of Stock-Trak Inc.
The personal budgeting simulation shows students how to create a monthly budget of income and expense items.  Unlike other simple budgeting simulations based on relatively fixed settings over the duration of the class, the Cash Crunch 101 simulation has the ability to include much more variation in monthly income and expenses – making it a far more realistic exercise for recent graduates and college students for when they need these skills the most.  Students manage the day to day activities of paying bills, deciding whether to pay cash or charge items, making decisions on payment plans and insurance, managing their credit card balance and credit score, and many more financial literacy topics.
“As more states are requiring students to have a Personal Finance Class, our sites are becoming perfectly aligned with the needs of educators.  No other educational company provides a single website that offers a customizable budgeting simulation, a customizable stock market simulation, and customizable integrated lessons covering Personal Finance, Business and Economics,” says Mr. Brookshire.
The StockTrak.com website is the #1 portfolio simulation for university finance classes and trading rooms.  StockTrak.com is used by over 1,100 professors each year and their 70,000+ students.  StockTrak.com allows professors to customize a trading period for their class by selecting trading dates, initial cash balance, commission structure, position limits, and other trading parameters.
Stock-Trak’s high school sites (PersonalFinanceLab.com and HowTheMarketWorks.com) are used by over 20,000 teachers and their 500,000 students each year.  PersonalFinanceLab.com is similar to StockTrak.com but includes over a library of over 300 integrated Personal Finance, Business and Economics lessons aligned to national standards for high school students.
About Stock-Trak Inc.
Stock-Trak offers a variety of virtual trading applications for both the academic and corporate markets.  Our family of virtual trading and stock market education sites (StockTrak.com, PersonalFinanceLab.com, HowTheMarketWorks.com, WallStreetSurvivor.com, NationalSMS.com, and Investing101.net) helps over 750,000 students and adults each year learn how the stock market works and become more confident in their investing decisions.  Our robust virtual trading platform can also be customized to meet the needs of banks, brokerages, media companies, and other financial websites to enable them to offer their clients a virtual stock trading experience.  Founded in 1990, our virtual trading platforms and websites have helped over 8,000,000 individuals learn about the markets and practice their trading skills.
Contact:
Mark Brookshire at (770) 337-7720
 Mark@StockTrak.com

 
 StockTrak Changelog
 Automatically Copy Assignments
  Written by Kevin Smith 


StockTrak’s assignments feature is a fantastic way to help get your students introduced to the trading platform and follow up with trading. However, remembering your exact settings for each assignment every semester has always been a bit of a burden.
Thankfully, our latest update makes this a thing of the past! The new “Duplicate Assignments” feature will show you a record of all the assignments you have used in previous classes, and let you copy them over with just one click.

This dramatically reduces the time needed to set up your classes every semester, while keeping your class project consistent.
After copying an assignment, you also have the opportunity to tweak the tasks before it is added to your class, keeping things flexible.
If you have any questions about creating assignments, or need help setting up your class, feel free to use our “Live Chat” to get started.
 
Happy Trading!

 
 StockTrak Changelog
 Custom Time Zones Now Available
  Written by Kevin Smith 


StockTrak is based on the East Coast, which means our servers operate in New York Time. This conveniently syncs up with trading on American equities exchanges, but not very well for European and Asian exchanges. We also have received some feedback from the (vast majority) of students who do not happen to be in Eastern Time – timestamps can get confusing.
To help make report-building easier for students (and class end dates more clear for European and Australian schools), our newest update introduces Time Zones – letting each professor choose the time zone for their class. This impacts not just the time stamps on the transaction histories and order confirmations, but the registration, trading, and assignment start dates and end dates. This is gearing up for more time-dependent settings coming this Spring (like setting specific hour and minute due times for your class assignments) – professors can set the time zones for their class at the first step of the class creation process.

To take advantage of the new Time Zones, click here to set up your class!
 

 
 StockTrak Changelog
 New class rules – Diversification
  Written by Kevin Smith 


Every class that uses StockTrak is different – some focus on equities, others derivatives, still others on Forex or Bonds. However, all classes have one thing in common: an emphasis on portfolio diversification.
StockTrak has supported basic diversification rules for many years. Our “Position Limit” rule puts a cap on how much your students can invest in any single security. But when it comes to many investments classes, this may not be enough – professors were looking for a way for diversification to be enforced across entire security types (requiring, for example, students to invest equally between “Equities” and “Options”).
To fill this gap, we just introduced new class rules for Diversification by Security Type. The next time you set up your class on StockTrak, you will see a new setting on the Security Type Selection:

The new “Diversification” rule puts a cap on how much of each student’s portfolio can be invested in that security type. For example, putting a 50% cap on Equities means students can only allocate 50% of their portfolio to equities as a whole – the remainder must be divided between Mutual Funds, Bonds, Options, Futures, or Forex.
The diversification caps are set independently for each security type (so you can enforce no more than 50% invested in Equities, but up to 75% in Mutual Funds), and can be modified as your class goes on.
To take advantage of the new Diversification Rules, click here to set up your new class.

 
 StockTrak Changelog
 Public Portfolios
  Written by Kevin Smith 


One of the most common requests we get from instructors is if students can see each other’s trades. Well, now they can!
One of the most common requests we get from teachers is if students can see each other’s trades. Well, now they can!

 
We added a new contest rule, called “Public Portfolios”. If you turn on public portfolios for your contest, there will be a new “View” button on the rankings page next to each participant. This will let each participant see each other’s trades, open positions, trade notes, and more!

If you created your class contest before Public Portfolios were added, this is turned off by default. However, you can add it by editing your class rules, and setting “Public Portfolios” to “Yes!”
Happy Trading!

 
 StockTrak Changelog
 More International Exchanges Now Available
  Written by Kevin Smith 


More international exchanges are now available for your class!
We just upgraded our data feeds to accommodate more exchanges than ever – classes now have access to over 40 equities markets in the StockTrak platform.
The new exchange include, but are not limited to:
	Tokyo
	Mumbai
	Kuala Lumpur
	Bangkok
	Istanbul
	Milan
	Auckland
	Madrid
	Tel Aviv

…and more!
If you have already registered your class for this semester, you can make these exchanges available for trading for your students from the “Edit Class Variables” page. If you haven’t set up your class yet, click here to register, and happy trading!

 
 StockTrak Changelog
 Cryptocurrency Trading Is Here
  Written by Kevin Smith 


Cryptocurrency trading has arrived on StockTrak!
Based on our survey of students and professors in Spring 2018, over 90% of students and over 60% of professors requested we add cryptocurrencies as a new security type, available for trading. You asked and we listened – cryptos are now available for trading! Students can enter values in either dollar amounts or number of shares.

Crypto trading is disabled by default on all classes, but professors can enable them from the class rules page. For now, they are considered an “exchange” within equities (meaning they share the same commission structure and position limit settings as equities), but can be enabled or disabled by class.
Click Here to register a new class
Click Here to update the rules of an existing class
Happy trading!
 

 
 StockTrak Changelog
 New Class Creation Help
  Written by Kevin Smith 


When you set up your class on StockTrak, there are over 50 different settings you can tweak to make the best possible simulation for your class.
Unfortunately, 50 settings can be also a bit overwhelming for new professors. To help simplify the process, and make sure every class gets the best settings for the subject at hand, we’ve revamped the class creation page to include new help text and tooltips:

You can also find a new Live Chat at the bottom of each page, getting you directly in touch with our support team for any questions you might have about setting up your class.
Happy trading!
 

 chapter10
 10-06 Summary
  Written by Mark Brookshire 


[investing101logo]
 Congratulations! You made it through the basic investing course unscathed, armed, and ready to begin a long, successful investment career. You have enough information to begin with some confidence. Remember, you can test your personal investment strategy using the real world simulation. You’ll get all the excitement and results you’d achieve in the market – without risking any of your investment funds.
Remember, you’ve reached the end of this trip, but not THE journey. Keep practicing and constantly improving your personal knowledge base. You will learn which investment types work for you and which do not. Analyze your losses just as diligently as you do your winners.
Enjoy your investment career and the journey as much as the results.
[mark]
 You now have the tools you need to start investing your real money. Start slowly and only invest in something if you fully understand it and don’t hesitate to take the first couple profits that you make. It will build your confidence. Email me at mark@investing101.net and let me know how you are doing or if you have any questions about this course.[endmark]
Take Chapter 10 Exam
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 10-05 Develop an Investing Strategy That Feels Right for You
  Written by Mark Brookshire 


[investing101logo]
 Developing a workable investing strategy – and sticking to it through its high and low points – is the major component of your overall action plan. You need to create an investing strategy that is “comfortable” for you. If it doesn’t fit you, you won’t stick to it. Here are some proven ways to select a strategy that works for you:
	Understand who you are and who you are not.
	Understand the true state of your financial fitness. Adopting a strategy popular with the world’s largest investors will do little to help you if your investment fund is less than $5,000. Be honest and create a strategy that makes sense.
	Be brutally honest when evaluating your current economic situation. While staying positive is always a benefit, evaluation of yourself must be just as objective as your analysis of companies and potential investments. At a minimum, consider the following factors	Your current age
	Your asset position: What assets and available cash do you have?
	Your debt position: How much do you owe?
	Current income and cash flow: How much do you make from all income sources?
	Current expenses: How much do you need to spend monthly?
	Your savings plan: How much can you save regularly?


	Your retirement plans: How much do you think you’ll need to retire comfortably? Use a retirement calculator to give you some guidance
		Age	Average Net Worth
	Under 25	$9,660
	25-29	$37,229
	30-34	$136,629
	35-39	$298,500
	40-44	$491,100
	45-49	$690,090
	50-54	$702,552
	55-59	$1,123,000
	60-64	$1,507,000
	65-69	$2,294,492
	70-74	$2,546,213
	75 and over	$2,734,001

Evaluate your financial situation as compared to the statistics for average net worth for different age groups.

	Be aware of recommended asset allocations for portfolios of different age ranges to help guide your investment strategy.


Use this and other information you accumulate to construct an investing strategy that fits your finances, personality, and economic goals. You will make better decisions, enjoy your investment activities, and improve your chances of reaching your financial goals.

 chapter10
 10-04 Practice, Practice, Practice
  Written by Mark Brookshire 


[investing101logo]
 
 Like all good athletes, musicians, actors, and astronauts, the word “practice” is central to performance success. The newer investor should adopt this action plan. Just as few people are born knowing how to hit a baseball or play the piano, successful investors are made, not born.
Your investment education should not stop with this course. Continue your education process and learn from your mistakes as you proceed.
You should have already have started trading in your practice portfolio – if you haven’t, its not too late to start!

 chapter10
 10-03 Staying Informed
  Written by Mark Brookshire 


[investing101logo]
 Even if you start out as a “buy and hold” investor, staying informed at all times is a critical component to your investment career. Should you be tempted to walk the ever-exciting and dangerous tightrope of day trading, your stream of current information is even more important.
Here are some suggestions that will keep you informed, knowledgeable, and ready to make excellent investment decisions. Your portfolio – and your bank account – will thank you.
Investment Newsletters
You will have many choices of investment newsletters. Don’t be afraid to sign up for the free ones (from legitimate companies), and don’t hesitate to unsubscribe if you get too many or you don’t like their approach. There are so many free and valuable newsletters out there, but here are some of the ones we like:
	Fool.com
	TheStreet.com
	CNBC.com
	MSN.com
	SeekingAlpha.com
	PeterNavarro.com (Harvard PhD, Economics Professor)
	Schaeffer.com (for option traders)
	PhilStockWorld.com (for option traders)

Some you will love, while others might bore or confuse you. As a newer investor, you should sample these newsletters and find the ones you like and enjoy. Cancel those that make you crazy or offer no value.
 Stick with the basics for now. As your knowledge increases and you become more comfortable with the terms and tips you’ve learned in this course, you may want to upgrade the level of information from those newsletters and I am sure you will find others that you like.
Money Management Techniques
You’ve learned some wonderful money management techniques through this course. However, there are other, more sophisticated techniques and new ideas that are published on a regular basis. Surf the web to stay up-to-date and/or learn about new, cutting-edge money management techniques that might help you make even better decisions.
Don’t worry, money management ideas need not be complicated. Most depend more on common sense than mathematics or strange-looking formulae. Stay informed with money management strategies that work for YOU.

 chapter10
 10-02 Ten Mistakes to Avoid
  Written by Mark Brookshire 


[investing101logo]
	Over-diversification. Sure, every expert with a pencil, computer, or microphone keeps telling you to diversify your portfolio. They are right, but they often neglect to tell you the rest. For example, assume you only have $200 to invest. You buy 40 different stocks at $5 each. Guess what? Now you’re too “thin” and you have racked up enormous trading fees that start your portfolio at a substantial loss. Even if one or two stocks skyrocket, they won’t make a real difference in your portfolio since they hold a relatively small position in your overall portfolio. 15 to 20 diversified stocks should be plenty and you can have as few as 10 if you are well diversified.
	Becoming a “Trader.” Compile a list of the best investors in the world and you probably won’t find even one who engages in frequent day trading. Smart investing does not equal constant intra-day trading. Even if you have early success as a day trader, the odds, the tax code and the markets are all stacked against you. Like a casino “winner” at Las Vegas, the markets know that the longer you play the day trading game, the better chance you have of losing and giving back all your winnings, and then some. A “buy and hold” investor like Warren Buffet would gladly tell you that you’re crazy to adopt a trader’s strategy.
	Disregarding “time horizons.” Here is a simple example from the banking world. You have $1,200 to invest. You decide that, for an extra quarter percent interest, you’ll put it all in a 5-year CD. However, you need $400 in 6 months. You need to withdraw that amount and forfeit all interest earned. In one year, interest rates spike upward and your remaining 5-year CD is earning well below market rates. You’ve disregarded the investment timeline and it’s cost you money. If you are buying a car soon, or a house in a few years, or you have children that you need to send to college, you need to have a plan to make sure you have the cash available when you need it.
	Making investment decisions based on emotions. Your former superstar stock dropped 10 percent today and you’re in a panic. Relax and do nothing while in this state of mind. Place your laptop where it belongs: In your lap. Investigate the reasons for the decline. You might find that, instead of dumping this stock, you might want to buy more. A funny thing about Wall St. is that it’s the only place on Earth that when there’s a “sale” on the product, people run away.
	Paying too much for investment advice. Many investors, particularly newer ones, overpay for investment services. Feeling that you need full-service brokers is understandable, but the service is usually unnecessary. First, all fees are negotiable. Second, if you’re doing your homework, you can make your own investment decisions. Third, if you’re always dependent on the investment advice of someone else, you’re never truly free and in control of your life. Learn how to invest for yourself and you’ll never have to depend upon costly investment advice!
	Impatience that leads to paying too much for your investments. Do you know the “key” to successful retailing (think shoes, computers, toys, clothing, etc.)? Listen closely: It’s not how much you sell it for, rather it is what it costs you that affects profitability. You can’t predict the future to see when and how much you will sell something for, but you can certainly control the cost. The same is true for investing. The selling price is much harder to predict than the purchase price. Only pay a fair price for your investments. Don’t “chase” a stock price higher and let greed get a hold of you. Remember: new investment opportunities always come around if your current one has escaped you by rising out of your price range.
	Assuming that the future looks like the past. This is a common mistake made by many newer and casual investors. They assume that current earnings will continue and project future earnings at the same or higher level. For example, a consistently mediocre company has a wonderful year. Investors automatically assume the company has found the “secret” to profitability. Once again, adopt a critical, independent viewpoint. Assume nothing. Do the research and learn if they’ve found the “secret” or if they were just lucky in one year.
	Unrealistic expectations. Avoid setting unrealistic or impossible expectations for any investment. It clouds your judgment, generates bad buy/sell decisions, and erodes your confidence. Be realistic with your performance projections and see the long road of a lifetime of investing decisions.
	Suffering paralysis by analysis. You understand that you should be an independent investor, do your own research, and make smart, personal evaluations. However, many newer investors spend too much time exercising their newfound skills. In fact, they love the research and debate so much that they forget to actually do it and get in the game. A fast moving market can make analysis paralysis a costly mistake. Your aim can be perfect, but if you can’t pull the trigger, you’ll never hit your target.
	Lack of a plan or a strategy. Becoming an investor will seldom be a successful experience if you don’t have a working plan and some type of strategy. You may as well just buy lottery tickets or visit your favorite casino (at least you might enjoy a wonderful dinner). The level of sophistication of your plan and strategy is not important. The fact that you have one is critical. A failure to plan is a plan to fail. Think about the many different investment strategies offered in this course and try one risk-free using fantasy money first on your virtual account.
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 Here are ten important things to remember as you take the next step in your investing journey. These are real world keys that you should embed into your conscious brain to help you become a consistently smart or profitable investor.
	Understand and control the fees and costs of your investing activities. Ask your broker how they charge for stock and option trades. Shop around and try other brokerages. Don’t be shy. You must find a brokerage and platform with which you feel comfortable.In addition to brokerage commissions, be aware of and minimize advisory charges (if you choose to use an investment advisor), mutual fund loads (buying and selling), expense fees for ETFs, the tax consequences (always keep your tax adviser in the loop) of your investing, and closely monitor the overall rate of inflation, which can eat into or destroy your apparent profits.
	Diversify, diversify, and then diversify. Have you heard that before? Typically, the best way to accomplish this goal is to create a good asset mix. Some people think they have diversified if they have many different stocks in their portfolio, but nothing else. This is not true diversity. The assets are all the same.Make sure in your real portfolio that you have a mix of bonds (corporate and U.S. Treasury), commodities like gold and silver bullion, and international stocks/bonds as well. Also, consider the important time component. Along with the obvious (timing a bond’s maturity date correctly), you should consider assets that project to appreciate at different times and plan accordingly.
	Understand your risk. No, really understand your total risk. You may have a clear picture of the relative risk associated with each investment you purchase. However, have you considered the related risks between investments? For example, what is the source of your cash flow with which you live? Are you an employee or a self-employed businessperson? Have you considered what may happen if your cash flow were to stop? Would you be forced to sell your investments before you wanted to?This risk to your portfolio has just greatly increased if you never considered it before. This risk may one day force you to lose money by selling at the wrong time. Many investors have been forced to sell their investments at market lows because they had no other choice – they needed the cash!You might also be unable to make other timely purchases during a market low because of your lack of cash flow. This is just one example of the additional risks that you might easily overlook when creating your investment strategy.

	Understand percentages. Don’t look at how much the price of an investment went up or down in dollars and cents or “points” – look at its percentage gained or lost. Like casinos that issue worthless plastic chips in order to more easily separate you from your money, you must understand the value of each asset you are holding and understand how much each price change impacts your overall portfolio value.The easiest way to understand how investments are changing in value daily, weekly, monthly or yearly is through percentages. Google (GOOG) went up $5 today and your General Electric (GE) stock went up 50 cents – which performed better for you? That’s a 1% return for GOOG but a 3% return for GE! Further, if the Dow Jones Industrial Average went up 500 points today for a 5% gain, why did your GOOG and GE underperform the market? Pay attention to the percentage changes in all of your assets and compare them to common market benchmarks!
	Avoid buying “hot” stocks, rather you should invest in what you know. Surprised? By the time a stock is considered “hot,” you’ll probably pay too much for it. The amount of press and TV time they command often attract many investors on the buy side, which drives the price up to possibly dangerous “bubble” levels. If you like a hot stock or investment, wait a few weeks or a month to revisit the security. By then, it has probably been replaced by a new “hot” stock and may now be priced more attractively.A better method of investing is to buy what you know. Open your eyes and look to see where you and your friends are spending your money—and where you are NOT! Your own personal and professional knowledge of companies and their products is usually more than enough evidence for you to start doing some fundamental research on their stocks. Investors who stick to what they know and ignore what they don’t know have made many fortunes.
	Use Fundamental Analysis to identify what to buy. Fundamental analysis is a first step in researching possible investments: For stocks, what are the company’s PE ratio, product lineup, and management? For CDs and bonds, where is the overall economy in the business cycle; what are bank CDs and bonds yielding? For commodities, what is in demand now and what will be in high demand in the future for assets like Oil, Gold, and Wheat? This will tell you what is currently undervalued, what is overvalued and what the future is likely to bring for these investments.
	Use Technical Analysis to help you decide when to buy. While Fundamental analysis can tell you what to buy, Technical analysis tells you when to buy. After all, what’s the point in making an investment and having to wait 20 years before you make money and your fundamental analysis is proven correct?That’s why technical analysis indicators like price action and volume play key roles in your life as an investor. Common chart patterns and trend lines will easily guide you in knowing when to buy and when to sell investments that your fundamental research has told you are solid places to invest your money. Technical analysis works not because it is a secret, but because every good investor knows about it, uses it and follows it.
	Set reasonable goals and know that if you outperform the market by 5% then you are doing great! Understand that it is really difficult to beat the market as measured by a benchmark like the S&P 500. Like a fruitless attempt at achieving perfection, constant striving to “double your money in a year” will bring you disappointment. Instead, create a strategy and portfolio that suits the amount of money you have to invest, protects you against downside surprises, projects returns higher than inflation, and “gives you comfort.” Create a realistic investing goal that is achievable. Remember that over 90% of professional mutual fund managers fail to beat the S&P 500 stock market index. You shouldn’t expect to beat it either, at least not right out of the gate.
	Be objective, not emotional. FEAR and GREED are your enemies. These two emotions can be seen in every market, every day. They drive markets up and down and make them gyrate without seeming to make sense. That’s fear and greed at work.When you start to become emotional about your investments, your previously successful portfolio can be turned into a train wreck. Understand that objective investing is always the smartest strategy component. Have solid reasons and goals for making every investment decision and ask yourself: is greed or fear is playing a role? And stick to your plan!
	Be an independent thinker. This is easier said than done and sometimes can take a lifetime of experience before you achieve it. However, if you interviewed the top ten investors on the planet, all would stress that you must invest independently. This doesn’t mean you should totally disregard all suggestions from your broker, other experts, friends, or family. It does suggest that you view all such recommendations with a careful, critical eye.Do your own research, investigation, and evaluation – remember, it’s your money. Treat recommendations, regardless how strong they seem, as just another information source – not a fierce call to action. One way to become an independent thinker is by reading many different opinions and then coming up with your own opinion based upon the facts that you can see.
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Summary
Options are exciting investment “vehicles,” but to be used profitably, you need to understand what they mean and what they can or cannot do for you. You have now scratched the surface of the option world. Before you make a real-world decision, for better or worse, use the wonderful benefit offered by Howthemarketworks.com, and use the options portfolio provided to learn how options work.
You’ve now reached a level that gives you some ammunition and skills to play the basic options game. You have some valuable tools that give you the chance to win, too. Options are a world of investing by themselves, and Howthemarketworks.com provides you with the playing field to least practice options and understand their value in any investment portfolio.

Glossary
	The Black-Scholes Model:
	The most generally accepted option pricing model.
	Call Option:
	The right, but not the obligation, to buy a stock at a certain price before the expiration date.
	Covered Call:
	Writing/selling a call option on a stock that you currently own.
	Expiration Date:
	The date that the option expires, usually the 3rd Friday of the month in the U.S.
	Naked Call:
	Writing/selling a call option on a stock that you do NOT currently own.
	Put Option:
	The right, but not the obligation, to sell a stock at a certain price before the expiration date.
	Strike Price:
	The price at which the option contract can be executed.
	Time Decay:
	The reduction in an option price that occurs over time due to the reduced chance of a big price movement in the underlying stock.

Further Reading
	An Introduction to Trading Options
	How to Read an Options Table?
	How do you Find an Option Ticker Symbol?
	What is a Call Option?
	Implied Volatility
	At-the-Money
	Covered Call Writing Strategy

Exercise
In your virtual trading account:
	buy a call option on a stock that you think is going to go up
	buy a put option on a stock that you think is gong to go down
	write an out-of-the-money covered call on a stock that you have in your portfolio and see if it expires worthless
	buy a put on a stock that you have a profit on and try to lock in those profits
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 Put and call interest does not involve the banking definition of interest, but the market excitement – or lack thereof – regarding puts or calls for a security. Before you start thinking we’ve all lost our analytical minds, try to understand that market prices for stocks and put/ [ts]call options[tm] The right, but not the obligation, to buy a stock at a certain price before the expiration date.[te] are not totally based on sophisticated mathematical formulae and superior financial modeling software.
Just as the market adopts a Bull or Bear mentality for either good or undefined reasons, it reacts similarly to put and call options for different securities. Even if you spend hours at your laptop computer analyzing all available scientific data, the “mood” of the market must still be factored into your investment decisions, including buying or selling options.

For example, you’re considering call options on a few securities. You learn that much of the market is not in favor of these options on these stocks. On one hand, this may mean you can make beneficial deals on these options, as the “option price” will be lower than you thought. However, you also need to consider the reasons for this lack of popularity.
Might it affect the strength of your future purchase price on the negative side? Or, are you simply making a wise option purchase that might mean higher profits for you? Are there many more put than call options? Does the market, as a whole, believe the stock price will decline? Are their conclusions legitimate? Are they wrong, based on your analysis?
Interest, in this sense, is important for you to consider. It should not “dictate” your decision to execute a put or call option. However, you should consider the interest level in both put and call options as an indicator, along with your other evaluations, of what a stock might do, which is either increase or decrease.
The Put verses call interest can also be used to measure market sentiment overall. When more investors are buying calls than puts, sentiment about stocks is generally bullish and they believe stocks will rise in the future. When more investors are buying puts, this indicates a bearish sentiment that stocks will fall. The historical average for investors to buy Puts verses Calls is, not surprisingly, about equal, for a 1 to 1 ratio.
Take Chapter 9 Exam
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  Any discussion of options and option prices would be incomplete without a mention of the [ts]Black-Scholes[tm] The most generally accepted option pricing model.[ts] option pricing model.
Academics Fischer Black and Myron Scholes, in a paper they authored in 1973, stated their theory that an option was implicit to the pricing of any traded security.
Referencing the work of some of the most famous economists, like Paul Samuelson, Black and Scholes developed not one, but three “positions” for your consideration.
	The Black-Scholes Model: A mathematical calculation regarding equities (stocks).
	The Black-Scholes PDE (Partial Differential Equation): This tracks a certain stock’s motion or movement.
	The Black-Scholes Formula: This attempts to compute the prices for put and [ts]call options[tm] The right, but not the obligation, to buy a stock at a certain price before the expiration date. [ts].

Unless you are a dedicated and hopeless mathematician, you need only know how the work of Black-Scholes might affect your investment activities. While many experts state the limitations of this theory, you might adopt the predictions and projections offered by Black-Scholes calculations to help your options activity.
The Black Scholes formula is used for obtaining the price of European put and call options. It is obtained by solving the Black–Scholes PDE – see derivation below.
Using this formula, the value of a call option in terms of the Black–Scholes parameters is:

The price of a [ts]put options[tm] The right, but not the obligation, to sell a stock at a certain price before the expiration date.[te] is:

For both, as above:
	N(•) is the cumulative distribution function of the standard normal distribution
	T – t is the time to maturity
	S is the spot price of the underlying asset
	K is the [ts]strike price[tm] The price at which the option contract can be executed. [te]
	r is the risk free rate (annual rate, expressed in terms of continuous compounding)
	σ is the volatility in the log-returns of the underlying

[mark]
 All you need to know is that many option trading websites will now show you the Black-Scholes pricing calculation so you can gain a sense of the reasonableness of the optioin price.[endmark]
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 Often used in relation to options, implied volatility is a calculation that compares the current market price of a stock with the theoretical value of the market price in the future, all to predict the true value of an option. This may sound like a risky probability equation – and it is – yet it’s based on sound factual history and intelligent projections for the near future.
Once again, volatility is basically a “neutral” measurement, not an indication of a “good” or “bad” condition or decision. As a measurement (or, in this case, predictor) of “movement,” you must remember that movement may occur in either (up or down) direction. As an investor, you must consider the volatility of different securities when making decisions, particularly with options, either calls or puts.
Implied volatility can affect buyers and sellers of both types of options (put or call), therefore affecting the price you pay or receive for the purchase or sale of options. High implied volatility might cost you more on the buy or sell side, as the other party will incur more uncertainty and risk, projected or real. However, as long as you are aware of this factor, you can price your decisions accordingly, and count on the buyer/seller of the asset to do the same.
Implied volatility plays a large part in the pricing models used to sell options and until recently, the pricing of options was a largely haphazard affair of traders who came up with prices on their own…until the [ts]Black-Scholes[tm] The most generally accepted option pricing model.[te] model was developed, which we’ll look at next…
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 Volatility is a concept that involves all stocks and other securities. For good reasons, high volatility is most often viewed as a negative in the investment world since rapid movements in market prices inherently involve both wins and losses. In investment language, volatility implies two scary conditions for you: uncertainty and risk.
For example, if you are smart (lucky) enough to buy at a stock’s “bottom,” positive volatility (a rapid price rise) could generate wonderful profits for you. Negative volatility, on the other hand, could make you less than pleased as the price of a stock swiftly falls.
Avoid a common misunderstanding that volatility also equals a trend up or down. It does not. Volatility is neither good nor bad, nor does it automatically indicate a trend. It simply measures the speed of price movement.
[mark]
 Everyone likes volatility to the upside (when the market rises quickly), but rarely to the downside (when the market is crashing).[endmark]
As you’ll see, volatility is a key component in pricing options since the option writer has a great deal of interest in the likelihood of a large price swing (up or down) in the underlying security.
The general indicator for volatility in the stock market is called the VIX index and it measures the premium that options writers assign to stock market volatility. The VIX index is often called the “fear index” because the VIX will rise when the stock market is falling which simply reflects the higher premium option writers are demanding when they write [ts]put options[tm] The right, but not the obligation, to sell a stock at a certain price before the expiration date.[te] as investors scramble to buy insurance policies (put options) for their stocks.
Historically, the VIX has been in a range between 10 and 20, but during the rocky stock market swoon in late 2008 and 2009, the VIX was more frequently in the 20- 30 range and even hit a high of 90 in October 2008 when investors feared the world was ending and the financial system was said to be at the brink of collapse.

The important thing to remember about the VIX is, when it is high, options become expensive to buy as the implied volatility in the options price rises. We’ll look at implied volatility next…
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 We noted earlier that 35% of option buyers lose money and that 65% of option sellers make money. Option trading comes down to the turtle and the hare story. Option buyers are the rabbits that are generally looking for a quick move in stock prices, and the option sellers/writers are the turtles that are looking to make a few dollars each day.
In the YHOO examples above we said that if YHOO is at $27 a share and the October $30 call is at $0.25, then not many option traders expect YHOO to climb above $30 a share between now and the 3rd Friday in October. If today was October 1st and you owned 100 shares of YHOO, would you like to receive $25 to give someone the right to call the stock away from you at $30? Maybe, maybe not.
But if that October $30 call was currently trading at $2 and you could get $200 for giving someone the right to call you stock away at $30, wouldn’t you take that? Isn’t it very unlikely that with only a few weeks left to expiration that YHOO would climb $3 and your YHOO stocks would be called away? In effect, you would be selling your shares for $32 (the $30 [ts]strike price [tm] The price at which the option contract can be executed.[te] plus the $2 option price).
Option sellers write [ts]covered calls[tm] Writing/selling a call option on a stock that you currently own.[te] as a way to add income to their trading accounts by receiving these little premiums each month, hoping that the stock doesn’t move higher than the strike price before expiration. If the October calls expire worthless on the 3rd Friday in October, then they immediately turn around and sell/write the November calls.
When you own the underlying stock and write the call, it is called writing a “covered” call. This is considered a relatively safe trading strategy. If you do not own the underlying stock, then it is called writing a “naked” call. This is considered a very risky strategy, so don’t try this at home!
[mark]
 The reason that option sellers/writers usually win on their trades is they have one very important factor on their side that the option buyer has working against them—TIME. If today is October 1st and YHOO is at $27 and we write the YHOO $30 call to receive $2.00, we have 21 days to hope that YHOO stays below $30. Each day that goes by and YHOO stays below $30, it becomes less and less likely that YHOO will pop over $30. so the option price starts decreasing. On October 10th, if YHOO is still at $27 then the October $30 call would probably be trading at $1.10 or so. This is called the “ [ts]time decay[tm] The reduction in an option price that occurs over time due to the reduced chance of a big price movement in the underlying stock.[te] ” of options in that each day that goes by the odds of a price movement become less and less. This is the turtle winning the race!
 [endmark]
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 Now that you have a high level understanding of what options are, let’s look at option trading in a little more detail. When you get a quote on a stock you can also call up its option chain:

First of all, you must realize that not all stocks have options. Only the most popular stocks have options.
Second, you cannot always buy the [ts]strike price[tm] The price at which the option contract can be executed. [te] that you want for an option. Strike prices are generally in intervals of $5. So if YHOO is trading in the $30 range, it might have strike prices of $20, $25, $30, $35, and $40. Occasionally, you will find $22.5 and $27.5 available for the more popular stocks.
Third, you will not always find the expiration month you are looking for in an option. Usually you see the expiration months for the closest two months, and then every 3 months thereafter.
Fourth, even if you do find the option you are looking for, you need to make sure it has enough volume trading on it to provide liquidity so that you can sell it in the open market, if you decide to. Most options are thinly traded and therefore have a high bid/ask spreads.
Finally, you need to understand where option prices are coming from. If YHOO is trading at $27 a share and you are looking at the October $30 call option, the price is determined just like a stock—totally on a supply and demand basis in an open market. If the price of that option is $0.25, then not many people are expecting YHOO to rise above $30; and if the price of that option is $2.00, then you know that a lot of people are expecting that option to rise above $30.
As you might expect, option prices are a function of the price of the underlying stock, the strike price, the number of days left to expiration, and the overall volatility of the stock. While the first 3 of these (stock price, strike price, and days to expiration) are easily agreed upon, it is the volatility and the expected volatility of the stock that traders differ in opinion and therefore drives prices.
[mark]
 When buying options, you need to be able to calculate your break-even point to see if you really want to make a trade. If YHOO is at $27 a share and the October $30 call is at $0.25, then YHOO has to go to at least $30.25 for you to breakeven. This is because when YHOO is at $30.25, then you know that the $30 call is “in-the-money” $0.25 so it is worth at least $0.25 (your cost of the option). Likewise, if the October $30 call is $2.00, then YHOO has to climb to at least $32.00 for you to breakeven (when YHOO is at $32, then the $30 call is “in-the-money” $2.00 and it will be worth at least $2.00.)[endmark]
Now let’s look at a specific example so this starts making sense. Let’s say we have done our analysis on IBM (IBM) and we think IBM will go from $84 to $87 in the next few days. Because we think IBM will go up, we want to buy a call and since option strike prices are in multiples of $5, I could buy the $80 call, the $85 call, or the $90 call. Note from Table 1 below that the IBM April $85 Call has the greatest percentage return.
Scenario 1
Buy 100 Shares of Stock and 1 Contract of Each of the $80, $85, and $90 Calls and IBM Closes at $87.

Notice in Table 1 that we spent $8,400 on the stock position and we spent very little on the options. Now in the Table 2 below, we go ahead and invest the same initial amount in options as in the stock so we spend $8,400 on 100 shares, of IBM and about the same on each of the calls. Naturally, the percentage return is the same as in Table 1 above but since now look at the $14,000 profit on the April $85 Call! Even the profit on the April $80 call is nice at $6,300.
Scenario 2
Invest Equal Amounts of Money in Each Stock and Option and IBM Closes at $87

Now, here’s the risky part of trading options. In Table 1 and Table 2 we showed the results assuming IBM climbed from $84 to $87 a share by the [ts]expiration date[tm] The date that the option expires, usually the 3rd Friday of the month in the U.S.[te]. Of course, stocks don’t always move the way we think, so Table 3 shows what happens if the stock price just declines a bit to $83 a share. Note that for the $85 Call we lost all of our money, but for the $80 Call we only lost $2,100 and, of course, for the stock we only lost the $100.
Scenario 3
IBM Closes at $83.00

Conclusion
If you are sure that a stock is going to pop up a few dollars before the next option expiration date, it is the most profitable (and the most risky) to buy a call option with a strike price slightly higher than the current stock price. If you want to be a little more conservative, you can also buy the call option with a strike price below the current stock price. When in doubt as to what option to buy, always look at the volume in the real market and go where the volume is (I call this following the “smart money”).
[mark]
 Here is the one of the most important characteristics about option trading that you must know: Stock prices move in 3 directions–not only do stock prices move up and down, but they also can stay the same. If prices are random, then over a short period of time you would expect stocks to move up 33% of the time, move down 33% of the time, and stay roughly the same 33% of time. This is actually proven out by a lot of academic research that shows that buyers of calls or puts are only profitable about 35% of the time. So, if buyers of calls/puts are profitable only 35% of the time, that means that the sellers of calls and puts are profitable 65% of the time. The next topic addresses selling (also known as “writing” calls).
 [endmark]
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 Whereas a call option gives the holder the right to buy the stock at a certain price, a put option gives the holder the right to sell the stock at a certain price. A trader that buys a [ts]put option[tm] The right, but not the obligation, to sell a stock at a certain price before the expiration date.[te] believes that the price of a security will fall in the near future. You are buying the right – not the obligation – to sell the security for an agreed upon [ts]strike price[tm] The price at which the option contract can be executed. [te] in the future.
Let’s look at another example using Yahoo! (YHOO) stock. Suppose you think YHOO’s stock price is too high and you expect a sell off. You buy a YHOO October 25 put option at $1, or $100 per contract. This gives you the right to sell 100 shares of YHOO at $25 at any time prior to its expiration on the 3rd Friday in October. If YHOO shares are at $20 by the [ts]expiration date[tm] The date that the option expires, usually the 3rd Friday of the month in the U.S.[ts] in October, then you can exercise your put option and sell shares for $25 when the market is paying only $20 a share, giving you a $5 per share profit and an overall profit of $400 (100 shares x $5 – $100 cost) for that one option contract.
If the price of Yahoo! Is more than $25 by the expiration date, then your option to sell YHOO shares at $25 expires worthless.
Put options offer protection on the downside to limit your losses without severely restricting your profitability. For example, say you already own 100 shares of Yahoo! Stock and you have enjoyed a nice 50% gain in the last 6 months as the stock has gone from $20 to $30 per share. If you buy a put option at the strike price of $30, then you are effectively locking in your price gains for the duration of the options contract without having to sell any of your YHOO shares. There is a cost for this contract, just like there is a cost to be paid for any real-world insurance contract.
[mark]
 Remember this old saying: “stocks slide faster than they glide” meaning that a stock’s price will generally tend to fall quickly while price rises tend to be gradual over time. For me, this has always made put options more attractive to speculate with since the time to see the price of a stock fall is usually shorter than the time to see it rise the same amount.[endmark]
As with [ts]Call options[tm] The right, but not the obligation, to buy a stock at a certain price before the expiration date.[te] , you can be a buyer or seller of put options to create protection or arbitrage positions.
Puts are similar to “short positions” (when you sell “borrowed” securities that you do not yet own outright). Don’t worry if it’s a bit confusing, it takes a while for it all to make sense. The best thing to do is keep reading.
Like all other investment strategies, you might win or lose with options. In both put and call options, you must understand the difference between buyers and sellers. The buyers of put or call options are NOT obligated to buy or sell at the agreed upon price. However, call and put sellers (called options “writers”) ARE obligated to fulfill their agreement, in one way or another. That is a significant component in the option world that we will explore next…
[mark]
 OK, that was just a high level introduction. To keep calls and puts straight in your head, just remember that a call option gives you the right to “call” a stock away from someone (think buy), and a put option allows you to “put” a stock to someone (think sell). In the next topic we will look at some real option pricing, trading and strategies.[endmark]
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 A [ts]call option[tm]The right, but not the obligation, to buy a stock at a certain price before the expiration date. [te] is the option (remember, not an obligation) to buy 100 shares of a stock for an agreed price (the [ts]strike price[tm] The price at which the option contract can be executed.[te]) by an agreed date in the future ( [ts]expiration date[tm] The date that the option expires, usually the 3rd Friday of the month in the U.S. [te] ).
Here’s how it works: you buy one call option contract which expires in October for 100 shares in Yahoo! (YHOO) stock. For now, let’s assume that this call option was priced at $1.00, or $100 per contract. It now gives you the right, but not the obligation, to buy 100 shares of YHOO at $30 per share anytime between now and the 3rd Friday in October.
[mark]
 In the U.S., most equity and index option contracts expire on the 3rd Friday of the month. Also note that in the U.S. most contracts allow you to exercise your option at any time prior to the expiration date. In contrast, most European options only allow you to exercise the option on the expiration date![endmark]
If the price of YHOO rises above $30 by the expiration date in October, to say $35, then your options are “in-the-money” by $5 and you can exercise your option and buy 100 shares of YHOO at $30 and immediately sell them at the market price of $35 for a tidy $5 per share profit. Of course, you don’t have to sell it immediately—if you want to own the 100 YHOO shares, then you don’t have to sell them. Since all option contracts cover 100 shares, your real profit on that one option contract is actually $400 ($5 x 100 shares – $100 cost). Not too shabby, eh?
On the other hand, if the market price of YHOO is $25 in October, then you have no reason to exercise your option and buy 100 shares at $30 share for an immediate $5 loss per share. That’s where your option comes in handy since you do not have the obligation to buy these shares at that price – you simply do nothing, and let the option expire worthless. When this happens, your options are considered “out of the money” and you have lost the $100 that you paid for your call option.
[mark]
 Call options that are set to expire in 1 year or more in the future are called LEAPs and can be a more cost effective way to investing in your favorite stocks.[endmark]
Always remember that in order for you to buy this YHOO October 30 call option, there has to be someone that is willing to sell you that call option. People buy stocks and call options believing their market price will increase, while sellers believe (just as strongly) that the price will decline. One of you will be right and the other will be wrong. You can be either a buyer or seller of call options.
The seller has received a “premium” in the form of the initial option cost the buyer paid ($1 per share or $100 per contract in our example), earning some compensation for selling you the right to “call” the stock away from him if the stock price closes above the strike price. We will return to this topic in a bit.
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 Generally speaking, options are used in many areas of business and investment. Employees of larger companies frequently get stock options as an incentive to stay with the company for a long time and help the company increase in value. A lot of real estate transactions involve the option to purchase additional neighboring acreage at a certain price within a certain number of years. And even leasing a car usually contains a “purchase option” at the end of the lease term.
So what is an option? In its simplest form, an option is an agreement that gives the holder of an option the right, but not the obligation, to buy (or sell) something at an agreed upon price by an agreed upon time. Sometimes, the holder or buyer of the option pays a fee to the seller in order to have this right.
Here is a simple, common example that should help. You and your spouse locate a perfect home that you’d love to buy. The only problem is the timing, as you won’t be in position to purchase the home for around six months. You and the seller agree to a price to purchase the home in the time period that you want – up to six months for now. For this seller concession, you agree to pay $2,000 (non-refundable if you chose not to buy) to the current homeowner. This contract gives you the option, but not an obligation, to buy that house at the agreed upon price at any time for the next 6 months.
In the investment world, the “house” in our example becomes a stock and is called the “underlying security.” The agreed upon price is called the “ [ts]strike price[tm]The price at which the option contract can be executed.[te] ” and the end date of your agreement is called the “ [ts]expiration date[tm]The date that the option expires, usually the 3rd Friday of the month in the U.S.[te].” The important factors are the agreement, the selling/buying price, the cost of the option, and any conditions to which the parties agree. To review, here is the real world option language verses and the investing option language:
	“Real World” language	Investor language
	House:	Underlying Security (ie, Stock)
	Buying price:	Strike price
	Date agreement ends:	Expiration date or Expiry
	Actually buying the house:	Exercising the option

[mark]
 A key difference between this house example and stock options is leverage. Stock options allow investors to buy 100 shares of stock in a single option contract. For the rest of this chapter, remember that a single option contract covers 100 shares. So when we say an option is trading at $1.25, that means that option contract will actually cost $125.[endmark]
As you will see, options can play a key and often times exciting role in your investment success. Let’s get started…
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 Summary
This lesson focused on hot topics in the investment world. Obviously, by the nature of discussing “hot” topics, conditions can change quickly, sometimes making hot topics cold and others newly hot. However, the issues in this lesson have been “hot” for some time and should continue to be important for the foreseeable future.
Further, just because an investing theme is “hot” does not mean you should shun it. There are always opportunities to make money in these situations. The first way is by acknowledging and embracing the hot trend. As the saying goes, “the trend is always your friend” and if you are able to “ride the wave” of a hot investing theme, there is lots of money to be made while the speculative bubble is growing larger. However, you MUST know when to get out before the bubble pops and prices plunge!
The other way to play a hot investing trend is to short it: bet that the trend can’t continue forever upward and that prices will soon fall. The danger in this strategy is that, as economist John Maynard Keynes has famously remarked, “markets can stay irrationally strong longer than you can stay liquid.” So, the key is getting your timing right if you want to short a hot investing trend.
The wisest choice, especially for a new investor, is to keep your money far away from anything that seems too popular, too hot or too much of a “can’t miss” investment.
Once again, knowledge is power. The reverse, lack of knowledge, can become problematic in the investment world. Having a basic understanding of the popular topics in this lesson should help you increase your successes and better control your losses. Like a successful sports team, at the end of measurable periods (day, week, month, quarter, and year), you should strive to have more wins than losses. You needn’t strive to be perfect, as you might become discouraged. Try to achieve a good knowledge base and a smart strategy to maximize your winners. Be aware of the “hot” topics and use them to help you achieve your investing goals.
Glossary
Arbitrage:
Taking advantage of price differences in at least two different markets by buying the same security at the cheaper price and immediately selling it at the higher price.
Bulletin Board or OTC Stocks:
Stocks that trade on the NASD with tickers that end in an “.OB”, but have no listing requirements, very small revenues and assets, and prices that are volatile with light volume and large bid/ask spreads.
Day Trading:
The buying and selling investments (stocks, futures, stock options, commodities, currencies, etc.) within the same trading day, so that all positions are closed before the end of each day.
Pink Sheet Stocks:
Stocks that are quoted by the National Quotation Bureau, have tickers that end in “.PK”, are smaller than the OTCBB stocks, and that don’t even have to file financial statements with the SEC.
Swing Trading:
Identifying “channels” or “tunnels” of price movements on a stock’s chart and then buying when the price gets to the bottom of the channel and selling when it gets to the top, usually over a few days.
Further Reading
 •Day Trading Stocks
 •Pink Sheet Stocks
 •Arbitrage Stock Trading
Exercise
Try your hand at one of the investing styles described in this chapter that interests you the most and make several trades in your practice account to get a feel for how the strategy works.
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 The subject of [ts]arbitrage[tm] Taking advantage of price differences in at least two different markets by buying the same security at the cheaper price and immediately selling it at the higher price.[te] is a bit confusing for the new investor, but you will undoubtedly hear the term as you start reading more and more about investing. In its simplest form, arbitrage is taking advantage of price differences in at least two different markets. By making simultaneous deals to maximize this difference, you can generate some profit using an arbitrage strategy.
For example, Stock A has a market price of $45 on one exchange, but has a current market price of $50 on another. Buying shares at $45 and immediately selling at $50 in a different market returns a tidy $5 per-share profit. Because of the global economy and the efficiency of electronic communications, this may be more of a textbook than a real-world example, but this is how arbitrage works.
The most common form of arbitrage is with Mergers and Acquisitions (M&A). When one publicly traded company wants to buy another publicly traded company, they usually must pay a premium for their shares. For example, let’s say Company X wants to buy Company Y. Company Y’s shares trade for $20 and Company X proposes to buy them out at $30/share or a 50% premium.
Here’s where the arbitrage stock trader comes in quickly. Seeing that there is a proposed deal for Company Y’s shares at a much higher price, traders start to buy up shares and the price rises. However, there is always a chance the deal will not go through. Effectively, M&A arbitrage is a bet that a proposed merger or acquisition will go through.
Arbitrage operates as both an offensive and a defensive strategy. While you hope it returns excellent profits for you, arbitrage can also function as a “protection” and risk mitigation strategy. Making arbitrage trades can also protect you from a major loss, while giving you the opportunity to enjoy a serious profit in an upside market.
[mark]
 To use a real-world example, you probably have done some arbitraging and just not realized it. Here’s a classic example: at Christmas time you go to an electronics store and buy a game for your kids that costs $99. The next day, at Wal-Mart you see the same game for $89. So what do you do? You buy the $89 game at Wal-Mart and return (sell back) the $99 game to the other store for a savings (you could say an “arbitrage profit”) of $10.
 [endmark]
Take Chapter 8 Exam
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 Investor sentiment, sometimes also called market sentiment, typically relates to the stock market’s “attitude” towards specific securities, industries, or overall market conditions (bullish, bearish, or neutral. While of limited importance to a buy-and-hold investor, investor sentiment can be an effective tool if you decide to live in the fast lane by adopting a day or [ts]Swing trading[tm]Identifying “channels” or “tunnels” of price movements on a stock’s chart and then buying when the price gets to the bottom of the channel and selling when it gets to the top, usually over a few days.[te] strategy.
In the short-term, investor sentiment can affect market prices to a large degree. There are even companies, like Chartcraft, that publish “investor sentiment indexes” to indicate the level, positive or negative, of investor and market feelings.
As a newer investor, if you can get a sense of the investment community towards your stocks, you will have good information to make better trades. Even if investor sentiment is bearish (predicting a down market), you can adjust your strategy to make profitable trades in the short-term.
[mark][endmark]
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 Insider transactions and trading has become a sensitive topic in recent years. Most thoughts tend to be negative (images of Martha Stewart in prison may spring to mind), giving the impression that all insider transactions are illegal or unethical. Not true.
Technically, insider transactions involve an employee of a company trading his own company’s stock or other securities. However, just because an officer of a company bought or sold his company’s stocks doesn’t mean that he was acting on knowledge that was not available to the investing public. Company employees buy and sell their shares quite frequently as they receive stock options as part of their compensation package, exercise those stock options, and then sell the shares they received from the options.
Obviously, company officers, management, and other employees often, by necessity, have access to internal information that fits a “non-public” definition. However, simply having this information and trading company securities is legal and acceptable. The public, the SEC (Securities and Exchange Commission), and the Attorney General’s office will have no issues with normal trades by “outside insiders.”
The problem (and illegality) with insider transactions arises when corporate employees learn of “material information” (important issues, good or bad) that spurs them to buy or sell their own company’s securities. Should these trades involve executives or officers of the company, they may violate their “fiduciary responsibility” that comes with their powerful positions, which mandates trust, confidence, and honesty.
However, there is a way to profit from the legal trades of insiders. A company’s management is given windows of time each year to make legal purchases or sales of their company’s stock. And these transactions are all public information.
Doesn’t it make sense that company insiders would have the best view as to the future business prospects for its company? That’s the theory behind following the insider transactions of a company’s stock. If an insider makes a big purchase of their company’s stock, it’s usually a very positive sign, while the opposite is equally true.
Many websites offer insider trading information based on the forms that insiders must file with the SEC when they trade. The MSN Money site shows you insider transactions by stock tickers.

Insider transactions for Google (GOOG)
[mark]
 As part of my fundamental analysis of a company, I always like to see the insider trading trends. Some people swear by it, but I’m just a little suspicious. Just because an insider or two is selling shares (maybe one is buying a new house and the other is doing some estate planning) doesn’t mean the stock is not a good value—it just means that someone at the company is buying a nice house.[endmark]
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 During the height of the dot.com explosion, a popular strategy – growth at any price – became the rallying cry for many investors. After the bubble burst, a more conservative strategy known as growth at a reasonable price, or GARP, became and remains a popular investing action plan.
Paying a high price for a rapidly rising security can result in some serious losses if it cannot sustain its impressive growth. Take a look at the graph of Crocs (CROX) below. This is that plastic, colorful shoe company that became very popular a few years back:

The chart above of Crocs, Inc. (CROX), shows us the risk of buying a high growth company too late.
Crocs is a great example of the risks of investing too late in a fast growing company. However, stocks growing at a more moderate, sustainable rate may be smart purchases because they tend to deliver more profit with less risk of major losses like the high flyers (CROX). Take a look at Google (GOOG) below. It is clearly a growth company and has been for years.

The graph of Google (GOOG)shows us how it has taken a few hits, but has a more sustainable growth rate and business.
Growth investing is similar to “value” investing as most people equate the ability to grow with the intrinsic value of a company and its stock. Growth at a reasonable price suggests you should value securities in relation to similar stocks, stocks that have experienced similar growth, but carry higher market prices.
For example, if you were interested in investing in big technology companies, you could use the GARP method to choose the fastest growing technology companies with the most reasonably priced stocks, relative to their profits and expected future rates of growth. Let’s look at
 Microsoft (MSFT), Yahoo! (YHOO), Google (GOOG) and Apple (AAPL) using the GARP method.
	Stock	Price to Earnings (P/E) Ratio	Projected Earnings Growth (PEG)
	MSFT	19.7	18%
	YHOO	185.6	47%
	GOOG	38.5	30%
	AAPL	33.5	50%

Looking at the relative PE ratios and PEG ratios above, we see that Microsoft has the smallest valuation (a PE of just 19.7). But it also has the smallest projected growth rate (just 18%), which probably explains why it is a relatively cheap stock compared to its peers.
On the other hand, Yahoo! has a crazy, sky-high PE ratio of 185.6 and a very high projected earnings growth rate of 47%. Google and Apple also have high PE ratios, but nothing like Yahoo’s. Their projected earnings are also better than Microsoft’s: 30% and 50% verses just 18%.
So far, we can see that in this comparison, Google and Apple deliver very good growth without an expensive price tag. That eliminates Microsoft and Yahoo! from consideration, but how do we choose between Google and Apple?
Since Apple has better growth prospects (50% vs. 30% growth) and a cheaper valuation to Google’s (33.5 vs. 38.5), it is our clear winner in this GARP analysis. Not surprisingly, Apple was one of the best stocks to own in 2009 as it returned more than 120% to investors who owned it. And looking at a chart of all 4 stocks we considered above, it may be tempting to assume that everyone used the GARP method to pick stocks in 2009:
In 2009, Apple gained more than 125%, Google 80%, Microsoft 50% and Yahoo! just 30%

Of course, the quality of a GARP analysis is dependent on the projected future earnings for a stock and these can change at any moment. Still, GARP analysis is helpful in choosing between stocks in the same industry because if earnings projections change for one company, they also usually change for every stock in that industry.
Don’t worry if you’re not right on every occasion; no one is. But, making smart decisions based upon solid research and reasonable expectations should return good profits over time.
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 The most popular investment strategy preached by brokers, fund managers and even famous investors like Warren Buffet is “buy and hold.” In its most basic form, this strategy believes that you should only buy stocks of solid, well managed companies that will deliver profits for decades to come; furthermore, that you should hold onto these stocks for decades and not worry about the wild swings that we see in the stock market. If you think this description sounds like the opposite strategy employed by day traders, you’re right.
Instead of spending your days looking at charts and drawing trend lines and support and resistance lines, spend your time studying the companies that are the biggest and most profitable in the World. What is the best energy company in the U.S.? What is the best consumer products company? What is the best bank in the World? What is Warren Buffet investing in?
When you are just getting started and trying to pick stocks, it is easier to follow the experts and ride the ups and downs as they do. As you can imagine, this strategy removes much of the built-in stress that occurs with [ts]day trading[tm]The buying and selling investments (stocks, futures, stock options, commodities, currencies, etc.) within the same trading day, so that all positions are closed before the end of each day.[te] or [ts]swing trading[tm] Identifying “channels” or “tunnels” of price movements on a stock’s chart and then buying when the price gets to the bottom of the channel and selling when it gets to the top, usually over a few days. [te]
However, the payouts are smaller and steadier and you will have less to brag about at the cocktail parties.
The acknowledged guru of buy-and-hold strategies is world-renowned investor, Warren Buffet. For decades, Mr. Buffet never bought a stock that he didn’t want to hold for at least 5 years, and he has seldom been a seller. Remember that Buffet once said his holding period is “forever.” Many other investing experts question the “intensity” of his strategy, believing that he is too restrictive by holding almost all of his investments. There is little argument that his extreme buy-and-hold strategy has worked amazingly well for him, as he is one of the wealthiest people on our planet.

Warren Buffet’s holding company, Berkshire Hathaway (BRK.A) is the best example of a buy and hold strategy. It has clearly outperformed the S&P 500 index (green line in chart above, ticker symbol SPY) over the last 10 years. As the S&P 500 index lost about 10%, Berkshire Hathaway (BRK.A) gained about 75% over the last decade.
[mark]
 In spite of the conventional wisdom that buy and hold is the way to invest, many people are starting to question this strategy. Because times are changing so fast, technology is changing so fast, and consumers’ buying behavior is changing so fast, it appears that business cycles are getting shorter and that a successfully managed investment portfolio needs to react to these market conditions.[endmark]
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 Penny stocks are often popular with the newer and smaller investor. These investments are classically defined as any stock that sells for less than $5.00, traded outside the major exchanges, and often traded on the OTCBB (Over-the-Counter [ts]Bulletin Board[tm] Stocks that trade on the NASD with tickers that end in an “.OB”, but have no listing requirements, very small revenues and assets, and prices that are volatile with light volume and large bid/ask spreads.[te] ) market or on the “Pink Sheets.” In recent years, the names “nano caps,” “micro caps,” and “small caps” have also become popular to identify penny stocks.
OTCBB stocks are offered on the NASD exchange and must file financial statements with the SEC and their stock tickers usually end in an “.OB”. Since there are no listing requirements, the companies are very small in terms of revenues and assets, and the prices are usually very volatile. Volume is usually very light, which therefore creates a large bid/ask spread. The next lowest level of publicly traded stocks is called “Pink Sheets” and is quoted by the National Quotation Bureau. These stock tickers usually end in “.PK”, and their companies are usually even smaller than the OTCBB stocks.
[mark][ts]Pink Sheet stocks[tm] Stocks that are quoted by the National Quotation Bureau, have tickers that end in “.PK”, are smaller than the OTCBB stocks, and that don’t even have to file financial statements with the SEC.[te] used to be printed on pink sheets of paper that were circulated each morning in brokerage offices, hence their colorful name. Sometimes these stocks don’t even have to file financial statements with the SEC—so beware when you get those emails from strangers that promote Pink Sheet stocks![endmark]
In the U.S., penny stock designations are not decided by the “market cap” (number of shares outstanding times share price), but by market price. In the U.K, however, penny shares do often refer to small cap stocks (companies with less than £100 Million) along with their low price.
Pump and Dump Schemes
The biggest problem with penny stocks is that because of their low price and light trading volumes, penny stocks can be subject to market manipulation by criminals who conduct “pump and dump” schemes. Here’s how the scam works: a company or individual distributes misleading or outright bogus information about a company that it owns stock in. Typically, these pump and dump schemes will publish a bogus press release announcing a “revolutionary product” to be released by a company or will post a false rumor about a company in a popular Internet stock market forum.
Then, when an unsuspecting public (who believe everything they read) starts to buy a few thousand shares, just in case the story is true, the stock shoots to $1.00, and the original owners who distributed the bogus information start selling their shares into the rally. Eventually the pumping and buying recedes, and then the price falls right back to where it was originally, or even lower. The public who bought the shares is sitting with huge losses while the pump and dump scammers have made a killing.
The Securities and Exchange Commission in the U.S. is on the constant lookout for these scams and they are highly illegal, but they still exist.
[mark]
 Penny stocks with compelling stories are tempting to throw money at. After all, wouldn’t YOU like to own 50,000 shares of a 2-cent stock that jumps up to 50 cents when they land that first deal with Microsoft or when they get their drug approved by the FDA? That would turn your $1,000 investment into a quick $25,000 investment! The truth is that a 2-cent stock is priced at 2 cents because it is probably worth close to nothing. But as the saying goes, a sucker is born every minute and those suckers continue to have hope and that drives the stock up. Learn this old Latin phrase: Caveat Emptor = Buyer Beware![endmark]
One investor who has literally made millions in busting penny stock “pump and dump” schemes is Timothy Sykes. As a teenager, he turned $10,000 into his first $1,000,000 by spotting and then shorting these pump and dump schemes.
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 [ts]Swing trading[tm] Identifying “channels” or “tunnels” of price movements on a stock’s chart and then buying when the price gets to the bottom of the channel and selling when it gets to the top, usually over a few days.[te] is identifying “channels” or “tunnels” of price movements on a stock’s chart and then buying when the price gets to the bottom of the channel and selling when it gets to the top.
Swing trading can be done with any time period: Intra-Day, Daily, Weekly or Monthly -depending on the trader’s temperament and ability to dedicate time to follow the stock’s price.
Done an intra-day basis, swing trading is like [ts]day trading[tm] The buying and selling investments (stocks, futures, stock options, commodities, currencies, etc.) within the same trading day, so that all positions are closed before the end of each day.[te] on steroids coupled with a safety net. It considers short-term price cycles caused by daily swings in market prices.
Most swing traders, however, are holding stocks for a few days or up to a week. Their idea is that minute-by-minute or hour-by-hour price movements are too random to predict, but when smoothed out over a few days, a better picture emerges of the trends, support and resistance levels:

Apple’s (AAPL) share price bounced inside predictable “channels” that made weekly swing trading very profitable in late 2007.Two clear advantages of swing trading are that it doesn’t suffer as much as day trading in terms of commissions paid, and it is OK to step away from your computer for a few hours if you need to.
Most swing trading strategies consider the possibility of a price move in a short (two-to-four-day) period. Popular with individual traders, swing trading is seldom used by large, institutional traders since they typically cannot react quickly enough to make this strategy work in their favor. Smaller investors and individuals, however, can enjoy some excellent profits if their swing trading strategy is sound. Yet, you must understand, that there is substantial risk like there is with day trading.
[mark]
 I found that the pace is too quick in day trading, and that I couldn’t always place and manage realistic stop loss orders. But with swing trading, since you have a little more time to react and establish a trading plan, you can make better use of limits and stop loss orders to manage your portfolio and reduce risk. Also, with swing trading you can easily manage 5 to 8 simultaneous positions, something you could never do as a day trader.[endmark]
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The buying and selling of investments (stocks, futures, stock options, commodities, currencies, etc.) within the same trading day, so that all positions are closed before the end of each day, is called [ts]day trading[tm] The buying and selling investments (stocks, futures, stock options, commodities, currencies, etc.) within the same trading day, so that all positions are closed before the end of each day.[te]. Beginning investors should understand that day trading is very difficult to do successfully because you are trading against professional traders that have better access to information, faster computers, and faster trade execution platforms. Sure, you will have a winning day or two, but the majority of beginning investors end up getting crushed.
Day trading became popular during the Dot.com stock market bubble for a variety of reasons. First, the growth of the Internet made more and more data available to the individual investor (this data had previously been available only at brokerage offices). Second, the growth of software and trading strategies on various websites made learning about trading, and especially charting stocks, easier. Third, brokerage firms rushed to encourage active trading as they were forced to lower their commission structures due to competition in the online discount brokerage market (with lower commissions per trade they needed more trades to keep profits up). And finally, in a bull market, just about everyone begins to think that they are an expert stock picker because everything they buy goes up and up!
As it turns out, if those day traders had left their money in their stocks overnight for several months during the boom, most of them would have been better off because they would have paid fewer commissions, paid fewer short-term capital gains taxes, and they would have slept better!
Unlike those who are looking for long-term appreciation and growth of a portfolio, day traders are playing an active game every day the market is open. The securities are subject to short-term spikes – up or down – often based on factors over which investors have no control or even knowledge.
Should you wish to be a day trader, you should become comfortable with making and losing money – real money, not paper profits – on a daily basis. Also, be prepared to pay lots of fees to your stock broker. Even if you use an online discount broker that charges less than $10 per trade, those fees add up and begin to eat into your profits, if you can manage to make any as a day trader.
Level 2 Quotes
One popular strategy of day traders is to look at Level 2 quotes. Whereas Level 1 quotes show you the best bid and ask prices for a stock, Level 2 quotes allow you to see all of the bids and offers and the volumes of each order on the stock. Theoretically, if you see a lot of buy orders and only a few sell orders in the queue, then you would expect the price to hold firm or rise slightly. Or you could see a 10,000 share sell order and only a few 100 share buy orders—indicating a short-term price drop as those 10,000 shares being sold will drive the market down. Trading 500 shares of a stock and catching a 10-cent rise in a few minutes is a quick $50 profit. If you could do that 10 times a day, that’s a $500 per day profit.

A typical display of Level 2 quotes for a stock showing the queue of Bid orders on the left and Ask orders on the right.
Day trading is not for the timid or the uninformed. Market prices can change very quickly and experience wide swings as the result of heavy trading, breaking news, or market whims. Successful day traders are the subject of legend, books, and movies. However, day trading failures are more numerous than successes because of the heightened risks.
[mark]
 Here’s a funny and true story from the Wall Street Journal shortly after the NASDAQ bubble burst in 2000. A man goes to get the oil changed in his car. After waiting more than 30 minutes for a service that normally takes less than 15, he walked into the garage to ask the auto mechanic what the problem was. As he got closer, he saw the mechanic staring at a computer screen and he thought the mechanic was using it to test his car. Instead, he saw that the mechanic was looking at charts of stocks and was actually day trading instead of changing his oil! At that point, he knew the stock bubble had gone too far and he sold all his stocks when he got back to the office.[endmark]
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   Your first order of business in looking at current investing trends is to see if the hot trend is worthy and justifiable, or whether it is just a mania leading to a bubble. While it can be profitable to ride the bubble as it is getting started, it is extremely important to make the leap out before the bubble bursts. Doing that, of course, is easier said than done.
[mark]
 By now, you should already know that when you use Stop Loss orders, you will NOT be as susceptible to bubbles as compared to those investors who are NOT using Stop Loss orders.[endmark]
In his book “Manias, Panics, and Crashes: A History of Financial Crises”, Charles Kindleberger notes that bubbles always implode and are easily recognizable because the bubble represents a “non-sustainable pattern in price changes or cash flow.” In other words, prices for hot investments like real estate, stocks or oil simply go up too much and too quickly.
History is full of price manias and bubbles. Just in the last decade we have seen:
	In March 2000, the Nasdaq composite index hit 5,048.62 and then the bubble popped and the index fell to 1,114.11 in the 2002 bear market.
	In April of 2006, housing prices in the U.S. peaked, and then home prices fell 31.9% to a low in May 2009, according to the S&P/Case-Shiller 20-city index.
	In March of 2008, gold traded at over $1,000 an ounce for the first time ever, but by the end of the year it had given up 25% of its value.
	In July 2008, crude oil prices rose over 70% in just six months to a high of $147.27 and then the bubble popped and oil fell to $33.87 in just five months.
	In the summer of 2008, prices for soybeans and corn hit record levels. In the first six months of the year, corn shot up more than 60 percent and soybeans rose more than 30 percent. By December of 2008, both grains had lost half their value.

There have even been investment manias in Tulips, believe it or not! In the 1630s in Amsterdam, investors bought tulip bulbs vigorously and soon a bubble formed where just one tulip bulb was valued at the price of one year’s labor for an average worker in Holland! Needless to say, this price was not sustainable and the value of tulips did not stay this high for long.
Charts are a great way for spotting investment bubbles. Sharp, quick spikes upwards in prices are the classic telltale sign of an over-bought and bubble-like market. Take a look at the charts of some of the most recent bubbles. Notice how each had a massive rise in prices and then a painful popping, or crash, of the bubble:

The NASDAQ stock index or “dot.com” bubble in early 2000 hit 5,000.
 Ten years later in 2010, this index traded around 2,000, 60% below the bubble’s peak.

The Tokyo Stock Market Bubble peaked late in 1989 at 37,500.
 21 years later in 2010, this index was still only trading at 10,000, 73% below the 1990 peak.
Another way to know if there is an investing mania is to be aware of what is popular, and what is really just way too popular. Remember, prices are nothing more than a reflection of supply and demand, and if everyone wants something, then its price will skyrocket! But as soon as buyers move on to something else, those prices must plummet! Are the news magazines all writing about an investment? Are they on the covers with splashy headlines and creating a feeding frenzy among the masses? If so, then beware…
Time magazine’s cover in late 1999 made it seem like everyone was getting rich from Internet stocks

 Along these same lines, another warning sign is when your friends are recommending investments without any sound rationale. If you are at a party or any other social gathering and your friends/colleagues start recommending their “hot stocks”, then ask your friends why the stock is “hot.” If they can’t talk about a company’s sales, costs, profits, or strategy for at least 60 seconds, then stay away from that stock!
Time magazine’s cover in Summer 2006, at the height of the U.S. residential real estate bubble
[mark]
 In December 1999, at a holiday party for my work, I sat next to the husband of a colleague. As was typical of the day, the conversation quickly turned to investing in technology stocks. He said that Qualcomm (QCOM) was a great stock to buy NOW, despite the fact that it had already gained over 1,500% that year! He had no personal knowledge of Qualcomm’s business; its proprietary technology, the potential of the wireless phone market or any other fundamental reason to own the stock. All I could think of at this point was the scene in the movie “CaddyShack” when Rodney Dangerfield is playing golf and he gets a call from his stockbroker and he says, “I told you never to call me on the golf course! What’s that? Everyone is buying? Then sell. Sell. Sell!” I quickly sold my shares in QCOM for a sweet profit.[endmark]
QCOM’s amazing rise in 1999 followed by a money-losing performance in 2000-2002
Unfortunately, manias or “bubbles” are very common in the history of the markets and one must always be vigilant in looking for the next one that might take your hard-earned investment money. While hot stocks and hot asset classes are the most common forms of investing manias and bubbles, investing strategies and trading techniques are also subject to popularity and fads. The following are currently the most popular methods for finding and investing in stocks…
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 Alright, everyone, take a deep breath and relax. You’ve just been assaulted with a lot of information. Don’t panic. As you view real-world examples of these charts, you’ll become more familiar and comfortable with their interpretations. This and other sites will give you all the additional information you need to continue your current journey and prepare to start another trek toward becoming a charting guru.
Glossary
	Breakout:
	A breakout occurs when a stock’s price moves up quickly above former resistance levels.
	MACD:
	The “moving average convergence/divergence” shows the difference between a fast (like 30 day) and a slow (like 90 day) moving average line of a stock’s prices.
	Moving Average:
	The Moving Average is a line on a chart that smooths out the recent price history by calculating the average price over 30 or 60 days (or any number of days).
	Resistance:
	Resistance in a stock chart forms at an area where the stock’s price seems to not want to move higher. This is due to the presence of sellers at this higher price. 
	Support:
	Support in a stock chart forms at an area where the stock’s price seems to not want to move lower. This is due to the presence of buyers at this lower target price. 

Further Reading
	How to Read a Stock Trading Chart
	Fundamental vs. Technical Analysis: Pros & Cons, When and How to Use Each
	Cup with Handle Pattern
	Head and Shoulders Top Pattern
	Double Bottom Pattern
	Bearish Continuation Wedge Pattern
	Bullish Continuation Wedge Pattern
	Pennant Patterns
	Candlestick Charting I: Basic Patterns
	Moving Average Convergence Divergence (MACD)
	Fibonacci Ratios in Finance
	50 Day Moving Averages
	Relative Strength Index (RSI)
	Support & Resistance aka Supply & Demand
	Trade Opportunities using Bollinger Bands

Exercise
Use the [link name=”quotes” dest=”/quotes”]charting tool[/quote] on you virtual account to generate a graph of one of the stocks in your portfolio and then:
	Change the chart to see how the stock looks on a 1 year graph versus a 1 month chart versus a 1 day chart.
	Change the indicator from line to candlestick
	Change the Chart Type to a logarithmic chart and notice the difference in the Y axis.
	Do you see any type of chart pattern that we mentioned in this chapter? Do you see a cup and handle? Do you see a double bottom pattern?
	Did the stock respond the way you would expect based on the pattern?
	Get a quote on your stock and note the left hand column of the quote page that indicates the current technical pattern. Can you find that pattern?
	Look at the charts of various stocks until you see patterns discussed in this chapter.
	Use the drop down menus to select a new chart style (ie. Candlestick) an upper indicator (ie. SMA or Simple Moving Average) and a lower indicator (ie. MACD).
	Start to become a master of charts and understand what each type of chart has the opportunity to teach you. This is a long process to learn and you should just start to use charts.
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 In the 1980s, John Bollinger developed a new technical analysis tool to measure the highs and lows of a security price relative to previous trade data. These “trading bands” help investors track and analyze the “bandwidth” of stock prices over a period.
The object of Bollinger Bands is to identify a “relative” definition of high and low prices over a specific period. Along with identifying trends, these charts will help you measure the volatility of a security. As you examine the bandwidth of a stock, you will notice the variations (standard deviations) on both the plus and minus sides.
[mark]
 Bollinger Bands are a favorite tool of Swing traders because they produce easy to see tunnels from which to trade as prices reach, or even exceed, the bands.
 [endmark]
 Veteran analysts and investors often use this information to a) make purchase and sale decisions, and b) to determine where [ts]support[tm] Support in a stock chart forms at an area where the stock’s price seems to not want to move lower. This is due to the presence of buyers at this lower target price. [te] / [ts]resistance [tm] Resistance in a stock chart forms at an area where the stock’s price seems to not want to move higher. This is due to the presence of sellers at this higher price.[te] levels are, which may also indicate future movement. You’ll see three lines showing the [ts]moving average[tm] The Moving Average is a line on a chart that smooths out the recent price history by calculating the average price over 30 or 60 days (or any number of days).[te] (see above) and standard deviations on the high and low side of the stock price.

John Bollinger is known to the public for his many years of market analysis and commentary on television — first on Financial News Network, where he was the Chief Market Analyst — and subsequently on CNBC. John Bollinger is also well known to professional investors. An avid researcher, he has developed a number of widely used investment tools and analytical techniques. His Bollinger Bands and related tools have been integrated into most of the analytical software and charting platforms currently in use.
Take Chapter 7 Exam
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 [ts]Support[te] Support in a stock chart forms at an area where the stock’s price seems to not want to move lower. This is due to the presence of buyers at this lower target price.[tm] and [ts]resistance[tm] Resistance in a stock chart forms at an area where the stock’s price seems to not want to move higher. This is due to the presence of sellers at this higher price.[te] are words used in the technical analysis universe. For reasons that are often difficult to quantify, market prices tend to “bounce” off the support and resistance levels that are established.
Support in a stock chart forms at an area where the stock’s price seems to not want to move lower. This is due to the presence of buyers at this lower target price.  Support levels sometimes occur by themselves, while other times they are depicted with horizontal trend lines in chart patterns such as a double bottom.  When support is broken to the downside, a stock is free to move lower due to the absence of buyers and demand.
Resistance in a stock chart forms at an area where the stock’s price seems to not want to move higher. This is due to the presence of sellers at this higher price.
Resistance levels sometimes occur by themselves, while other times they are depicted with horizontal trend lines in chart patterns such as a triple top pattern.  When resistance is broken to the upside, a stock is free to move higher due to the absence of sellers and supply.
 However, during a “ [ts]breakout[tm] A breakout occurs when a stock’s price moves up quickly above former resistance levels.[te] ” period, prices tend to fly by these former levels until new support or resistance levels occur. As an informed investor, you should attempt to learn the conditions that spurred the stock to increase/decrease beyond its former support and resistance levels to determine if it’s time to buy or sell the security. The support/resistance level is usually shown by a horizontal line across the chart making it easy for you to identify these levels.
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 RSI is the acronym for “Relative Strength Index.” The RSI was created in 1978 by J. Welles Wilder to compare the strength and magnitude of a stock’s gains and losses in recent time periods. The simple formula converts this winning and losing data into a number ranging from 0 to 100.
To keep the analysis simple, you should examine the RSI’s three factors: RS (relative strength), Average Gains, and Average Losses. The formula: 100 – (100/RS + 1), where RS is the Average Gain divided by the Average Loss over the period being studied.
Most analysts use the acronym “RSI” instead of its full name as there are other “relative strength” formula developed by analysts. These “competitors” tend to be more complex and use data from multiple stocks instead of just one as used by the RSI. As a newer investor, the RSI should be more relevant as you try to determine the relative strength or weakness of a security you’re considering putting into or removing from your portfolio.
[mark]
 On most virtual accounts, you can draw RSI lines by using the “Lower Indicators” drop-down menu on the chart page.

 [endmark]

 chapter7
 7-11 Moving Averages
  Written by Mark Brookshire 


[investing101logo]
 [ts]Moving averages[tm] The Moving Average is a line on a chart that smooths out the recent price history by calculating the average price over 30 or 60 days (or any number of days).[te] are among the most popular and – important for the newer investor – easy to use and understand trading “tools” available to you. Also, moving averages are used as components in many other charts and analyses. By smoothing out data points and number series, moving averages make it easier to identify trends and tendencies.
The most common examples are the simple moving average (SMA) and the exponential moving average (EMA). The SMA is generated by calculating the average price (usually closing price is used) over a number of time periods. An EMA attempts to better identify the built in “time lag,” by creating a weighted average, assigning more weight to the most recent prices to allow for the more current data to factor more prominently in future trends.
[mark]

[endmark]
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 Often called the most accomplished mathematician of the Middle Ages, Leonardo Fibonacci is best known for his “numbers”. It is a sequence starting with 0 and 1, after which every third number is the sum of the previous two numbers. A Fibonacci “sequence” is 0,1,1,2,3,5,8, etc. The Fibonacci “ratios” are 23.6%, 38.2%, 50%, 61.8%, and 100%. These ratios show the mathematical relationship between the number sequences and are important to traders.
For reasons that remain a mystery, Fibonacci ratios often display the points at which a market price reverses its current position or trend. These ratios, when expressed as horizontal lines, often represent [ts]support[tm]Support in a stock chart forms at an area where the stock’s price seems to not want to move lower. This is due to the presence of buyers at this lower target price.[te] and [ts]resistance[tm] Resistance in a stock chart forms at an area where the stock’s price seems to not want to move higher. This is due to the presence of sellers at this higher price.[te] At these ratio points, stocks often reverse their former trends. You will see this pattern often repeated as you examine these charts.
These ratios form the basis for critical points in the market and allow investors to forecast buying or selling opportunities once they identify the ratio sequence. Traders use Fibonacci ratios to predict the next high or low for a market or stock as seen in this Fibonacci fan chart of Google (GOOG) below.

In the chart above, the Fibonacci retracements for Google are shown from its recent low in early October to the most recent high. Using Fibonacci ratios, traders could see where Google might correct to and as you can see, Google followed the 61.8% retracement level almost exactly! This is not a one-time occurance or freak of nature phenomenon. This happens over and over again. And also notice that this 61.8% retracement level acted as a Support level since that time providing traders “in-the-know” exactly how low Google would fall before going up again!
[mark]
 Fibonacci ratios are one of the most powerful and easiest trading tools in your investor’s toolbox. It provides excellent guidance for when a trend will end and reverse course. However, like any good trading tool, don’t use it alone to make your trading decisions. Use it to support your fundamental observations and other technical indicators.[endmark]
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 This is the acronym for “ [ts]moving average[tm] The Moving Average is a line on a chart that smooths out the recent price history by calculating the average price over 30 or 60 days (or any number of days). [te] convergence/divergence.” Got it? OK, here’s the simple explanation. This graph shows the difference between a fast- or slow-moving average of a stock’s prices. It is designed to identify significant trend changes. This can be a very important tool for you to anticipate trend movements that may occur in the near future. Even as a modest investor, you may be able to generate knowledge that the mega investors spend many dollars and hours to achieve. Analyzing these graphs can give you the same ability to intelligently project what track a security may follow.
[mark]
 When using the charts on your virtual account, note all of the different indicators you can use (see the chart below)

 [endmark]
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 Candlesticks are a type of stock chart developed in Japan. Instead of lines, a vertical block, which looks like a candlestick, is used to symbolize a day or week’s worth of price action.
Candlestick charts track price movements of a security over some time period. An interesting combination of a line and a bar chart, candlestick displays are easier to understand than some other varieties of chart. The lines represent individual movement while the bars indicate the “range” of price movement. This gives you a combined picture of immediate term market moves and short-term trends. They are similar to OHLC (open, high, low, close) charts with more detail and trend data.
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  A wedge in the financial universe describes a triangular shape formed by the intersection of two trendlines, which form the apex. The wedge need not be upward facing and can easily be an inverted triangle. The “falling wedge” is often called a “flag” since it more resembles a pointed flag more than a typical triangle.
A Bearish Wedge, or Flag, consists of two converging trend lines. The trend lines are slanted upward. Unlike the Triangles where the apex is pointed to the right, the apex of this pattern is slanted upwards at an angle. This is because prices edge steadily higher in a converging pattern i.e. there are higher highs and higher lows. A bearish signal occurs when prices break below the lower trendline.
A Bullish Wedge or Flag consists of two converging trend lines. The trend lines are slanted downward. Unlike the Triangles where the apex is pointed to the right, the apex of this pattern is slanted downwards at an angle. This is because prices edge steadily lower in a converging pattern i.e. there are lower highs and lower lows. A bullish signal occurs when prices break above the upper trendline.
Since the data creating the design is typically slanted against the current trend, a descending flag is considered a “bullish” indicator, while a wedge is viewed as a “bearish” predictor. A typical wedge or flag lasts longer than one month but less than three months. Longer trends will often create designs other than a wedge or a flag.
Take a look at this chart that contained a Bullish Flag formation that preceded a strong rally:

[mark]
 Pennants are popular with Day Traders because this chart pattern rarely shows up in longer time frames. If you like to trade shorter term, you should be looking at charts closely for pennants and you may start seeing them in your dreams at night because they are so reliable and common.[endmark]
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 You’re probably aware that trendlines are important to all of your research on potential purchases or sales of securities. Base numbers are equally important to understand the true meaning of any trends you identify. Depending on the type of chart you are viewing, you’ll also want to establish a solid, unbroken trendline of your own that graphically displays the unmistakable direction in which a stock (or stocks) is heading.

Notice the trend line in the chart above for the overall stock market was sloping upward, indicating a Bullish, or rising market.
Also, be sure to watch for changes in a trendline. They might be subtle. However, if you plot the trendline carefully, you’ll see that your line may take a slightly different direction. In the above chart, see how the long-term upward sloping trend-line was broken in 2008? That tells you when the trend is changing, or has already changed.
[mark]
 On most virtual accounts you can use the charts to draw your own trendlines by clicking the “Draw Trendlines” box at the bottom and then clicking on the chart to draw trend lines.[endmark]
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 A double bottom chart will look like a “W.” It indicates that the stock hit bottom market price, had a quick – albeit brief – uptick, and decreased again to turn a “V” shape into a “W.” The two reverse peaks should be around the same floor price and the time period should be similar to create the fairly well-formed “W.”
A Double Bottom is only complete, however, when prices rise above the high end of the point that formed the second low.
The two lows will be distinct. The pattern is complete when prices rise above the highest high in the formation. The highest high is called the “confirmation point”.
Analysts vary in their specific definitions of a Double Bottom. According to some, after the first bottom is formed, a rally of at least 10% should follow. That increase is measured from high to low. This should be followed by a second bottom. The second bottom returning back to the previous low (plus or minus 3%) should be on lower volume than the first. Other analysts maintain that the rise registered between the two bottoms should be at least 20% and the lows should be spaced at least a month apart.
Look at the chart below that shows a very well defined double bottom and then the ensuing rise:
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 A [ts]breakout[tm]A breakout occurs when a stock’s price moves up quickly above former resistance levels.[te] occurs when market prices move through and continue through former highs/lows that had formed ceilings or floors in the past. Commonly called levels of “ [ts]support[tm] Support in a stock chart forms at an area where the stock’s price seems to not want to move lower. This is due to the presence of buyers at this lower target price.[te] ” and “ [ts]resistance[tm] Resistance in a stock chart forms at an area where the stock’s price seems to not want to move higher. This is due to the presence of sellers at this higher price.[te],” these former limits are breached during a breakout. This chart is rather easy to understand as you see historic peaks and valleys that are fairly consistent, when suddenly the most recent trendline quickly moves up or down toward new highs/lows.
The duration of the trading range for which the breakout occurred can provide an indication of the strength of the breakout to follow. The longer the duration of the trading range, the more significant the breakout will be.
A classic breakout occurred for Gold (GLD) in autumn 2009. After twice getting halted at about $1,000/oz ($100 for the ETF GLD), gold blasted through this resistance level as can be seen in this 3-year chart:
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 Don’t you love the terminology that pictorially associates these charts with their graphic representations? The Head and Shoulders is an extremely popular pattern among investors because it’s one of the most reliable of all chart formations. It also appears to be an easy one to spot. Novice investors often make the mistake of seeing Head and Shoulders everywhere. Seasoned technical analysts will tell you that it is tough to spot the real occurrences.
A Head and Shoulders is considered a bearish signal and that prices will fall after the formation is complete. A head and shoulders top chart has a left “shoulder,” a “head,” and a right “shoulder,” usually with a horizontal bar indicating a “neckline.” A mirror image of the top variety, a bottom head and shoulders chart looks like someone hanging upside down.
On the top side, left shoulders result at the peak of a sustained move with high volume numbers. The market reacts and prices decline, usually on lesser volume. Quickly, market value rallies upward to form the “head” on rather heavy volume. Then, fewer shares are traded, but mostly on the sell side, causing prices to drop. Subsequently, another rally occurs, which forms the right “shoulder” (not has high as the head). Finally, another sell off occurs, typically on lower volume numbers, again, and the “shoulder” is complete.
On the bottom side, the mirror image of buying/selling and increasing/decreasing market prices occurs. Analyzing this chart involves learning of the reasons, valid or not, for this volatile activity.
Take a look at this example of head and shoulders pattern in Gold that suggested a [ts]breakout [tm]A breakout occurs when a stock’s price moves up quickly above former resistance levels.[te] higher was imminent:


 chapter7
 7-02 Cup with Handle
  Written by Mark Brookshire 


[investing101logo]
 The Cup with a Handle pattern is one of the best-known stock chart patterns. The Cup patterns follow outlines that simulate an inverted semi-circle (U-shape), indicating a price fall, a bottoming out, and a price rise. Afterwards, there tends to be a rather unstable period marked by a sell-off generated by investors who acquired the stock near its former position. This often causes a slight tick downward, forming the handle of the cup.


A saucer pattern forms when a security has bottomed out for a while and then starts to move upward. The flattened U-shape resembles a saucer:
The cup always precedes the handle. As the cup develops, the price pattern follows a gradual bowl shape. There should be an obvious bottom to the bowl; a v-shaped turn is not a good indicator.
The depth of the cup indicates the potential for a handle and subsequent [ts]breakout [tm]A breakout occurs when a stock’s price moves up quickly above former resistance levels. [te]to develop. The cup should be fairly shallow.
The handle tends to be down sloping, and indicates a period of consolidation. Consolidation occurs when the price seems to bounce between an upper and lower price limit. You can track the down sloping angle of the handle by drawing trendlines across the upper and lower price limits. If the price ascends outside of the trendlines, then it has the potential for breakout. If the price ascends beyond the upper, right side of the cup, then the pattern is confirmed, particularly if it is accompanied with a sharp increase in volume.
When to Buy
Understandably, we investors like to buy at the lowest possible price. Ideally, we would buy at the bottom of the cup formation. However, by the time the handle formation begins to develop, investors must gauge their level of risk. There is no surefire way to predict when the lowest point will occur, and there is a possibility that the pattern will fail, and breakout in a downtrend.
Some technical analysts believe that the best time to buy is after the handle begins to ascend. According to Rick Martinelli and Barry Hyman, “buy stocks only as they break out of the cup-with-handle to new highs”. Khun suggests a more aggressive method of buying stocks. He suggests that “experienced traders can buy in increments in anticipation of a breakout, but it’s tricky.”
The handle will often slope downwards initially, however, watch for the price to breakout beyond the price at the right side of the cup. The depth of the cup from the right side is an indicator for the potential price increase. However, many cups fail after rising only 10% to 15%. Be sure to use stop-loss orders to limit losses or to maximize gains.
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 This chapter will expose you to the most common charts available. Their names and meanings are important to your continuing education and the number of tools you carry in your toolbox in order to evaluate stocks.
Understand that it will take some time before you are comfortable reading and interpreting many of these charts. Don’t become discouraged, as many experts will happily tell you that it took them years to develop a high-level ability to read stock charts. But chart reading is just like anything else. Spend 15 minutes a day, start reading what other people are seeing, and you will be surprised how quickly you start to see patterns yourself in stock prices.
Also, as many experts can tell you, reading these charts is an art, not a science. However, becoming a better chart reader will undoubtedly improve your “bottom line” for your investment career.
Let’s lay out the absolute basics of what a stock chart is: A stock chart shows you the history of a stock’s price over time. Price is on the vertical or y-axis of the chart, and time is on the horizontal or x-axis. Thankfully, there are a few variables that you can usually control in the display of the charts:
	Time – You can have stock charts that show minutes, days, weeks, months or even years’ worth of price history.
	Chart Style – You can display the data as a line graph, mountain, graph, OHLC (Open-High-Low-Close), Candlesticks, and more.
	Scaling – The vertical axis can usually be adjusted between arithmetic and logarithmic scales. The arithmetic scale is what you would expect, showing the horizontal lines at even intervals of $5 or $10 dollars ($50 in the case of Google). The logarithmic scale gives you a better visual of the % change in the stock price so that a stock that the distance between a price of $20 and $40 is the same distance as $40 to $80 (both of which are 100% returns).

1 Month Mountain Chart

1 Year Mountain Chart

1 Year Mountain Logarithmic Chart (note how the scaling has changed in the “Y” or vertical axis)

1 Month OHLC Chart

1 Month Candlestick

No one time period is better than another to use stock charts. It all depends on your time horizon. In other words, how long do you intend to hold this stock? Generally, if you are looking for a long term buy you would want to look at a charge displaying at least 1 year. If you are looking for a quick day trade, then by all means you will need to be looking at a minute by minute chart.
No chart style is any better than the other—it also depends on your time horizon. If you are looking for a quick play, then the OHLC charts will show you the trend by your time interval. But again, if you are looking long-term, the line or mountain chart work equally well.
[mark]
 I generally start off by looking at a 1 year chart with a line graph just to show me where the current stock price is compared to its 52 week high AND its low, then I shorten the time period to the last 30 days and change the chart type to the OHLC chart and try to determine exactly where I think the stock is headed over the next few days. I always leave my charts on arithmetic scale, unless I am looking at stocks that are really high priced (like GOOG), or stocks that have tripled or more in the time period.[endmark]
The number and complexity of charts available and their strange-sounding names may overwhelm a new investor. Just relax because no one is expecting you to go from rookie to expert immediately.
As you become more experienced, you will develop many questions to ask yourself as you analyze different charts. At this point in your career, you should consider, at a minimum, these questions as you’re reading and evaluating a chart.
	Are you looking at a stock in an uptrend or a downtrend?
	What are the chart patterns?
	What might follow in the future?
	What do the volume numbers indicate? Is it popular buying or selling?
	Are there gaps or “hiccups” in the current or recent trends?

Read the “legends,” which identify the lines, bars, or other measurement icons. Understand what the chart is displaying and identify the trends and levels shown. For example, in the 1 Day chart above the following numbers are displayed:

Do you know what they mean? Let’s go over them one by one.
Open: This is the price of Google when the market opened at 9:30AM U.S. Eastern Time.
 High: This is the highest price of the day.
 Low: This is the lowest price of the day.
 Close: This is the last daily closing price. If the current day is not over, yesterday’s closing price is shown.
 Volume: The total number of shares that have traded that day.
Once you understand the information a stock chart has to offer, you can start to analyze it and see trends of the stocks you’re examining. This is important since price trends are often the reasons that stocks go up or down.
What follows are explanations of the most popular chart patterns and the ones that seem to have the most consensus as to their validity. You will start to recognize these terms as you will hear many TV and newsletter experts refer to these patterns. And yes, even the “big money” on Wall Street is looking for these patterns too!
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 Everyone knows that for a company to become and remain successful, it must pay attention to its competition. When analyzing a stock, investors must also do some competitive analysis.
Companies do not operate in a vacuum. They are in constant competition for consumer and investment dollars. To make the best investment decisions, you need to have a good understanding of the competition facing those companies whose stock you consider buying or selling. In fact, it is always best to analyze stocks in pairs.
When you are evaluating Google’s stock (GOOG), you have to evaluate its performance versus a competitor like Yahoo! (YHOO). If you are studying Google’s [ts]PE Ratio[tm]The price of a stock divided by the earnings per share. This is a measure of how pricey the stock is and should only be used to evaluate a stock versus its competitors. [te], [ts]Cash Flow per Share [tm]Cash flow per share is calculated as the cash flow from operations divided by its total number of shares outstanding. [te] and ROE, you must compare it to the industry averages or its direct competitor’s ratios.

When you are evaluating Boeing (BA) as a company, you must also view its performance versus its head to head competitor like Airbus. When you are evaluating Ford Motor Company (F), you should also me analyzing it against General Motors (GM).
More than financial magic, national or global economic conditions, dedication to Research & Development, or monies spent on marketing and branding, the quality of a company’s competition can affect earnings and cash flow. Avoid making major decisions on purely historical data, as the competition may be about to introduce one or more new products or embark on a massive marketing campaign that could affect another corporation’s earnings and/or cash flow.
[mark]
 There are a few companies that operate in industries without competitors. Intuitive Surgical (ISRG) developed the first surgical robot that performs minimally invasive surgery and reduced hospital stays from 4 days to 1 day in some instances. That stock went from $20 to $325 from 2004 to 2007. FedEx (FDX) initially had the monopoly on overnight package delivery—it took UPS and the United Postal Service a few years to catch up. Crocs (CROX) shoes were the craze for at least a year until other shoe companies started copying them.[endmark]
Take Chapter 6 Exam
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 A company with well-respected and reliable products that have been accepted by the consumer market is often a valuable investment. How many rolls of Charmin toilet paper have you purchased in your lifetime? How many tubes of Colgate toothpaste? How many boxes of Tide laundry detergent? How many gallons of BP gas have you pumped into your car? How many McDonald’s fries have you eaten? These are all strong, stable brands.
However, as global business cycles compress and rapid changes occur, particularly in the technology-based industries, the introduction of new products or dramatically upgraded current products are important contributors to both future earnings, cash flow levels, and ultimately—stock price.
Currency speculation and hedging (usually through hedge funds) are similar. You invest in foreign currency believing (sometimes just hoping) that the exchange rate against the dollar becomes more favorable – and profitable over time. As you can imagine, you can make or lose a great deal of money in the arenas of FX (also called FOREX), currency speculation, and hedging.
Consumers also appear to be much less loyal to “tried and true” products than ever before. This behavior is forcing companies, even those with a good existing product mix, to modify some or create new ones to stay competitive. The formerly effective tactic of marketing a product as “new and improved” (Would someone please finally explain how any product could be both at the same time?) seldom works any longer.
Skeptical? Just ask Bill Gates about the Windows Vista operating system. Many customers expressed extreme distaste for the new operating system, often choosing to retain the older Windows XP, which Vista was intended to replace. This hurt Microsoft’s revenues.
[mark]
 When you are evaluating a stock, think about the products that the company offers, and ask yourself if they have new products under development that will add to future revenues. Obviously, technology products change so fast that every year products are getting faster, cheaper, and with more memory. Pay attention to who is always the leader and ask the sales reps at Best Buy what company’s products they like best. And remember that things like toilet paper and toothpaste do change. Toilet paper becomes more “green” and earth friendly and toothpaste is now stressing “whitening” more than ever. I travel a lot, and with the “No liquids over 3 ounces allowed” in your carry on bags at airport security, I was amazed at how some companies quickly offered their products in 3 oz travel sizes, while others still haven’t been able to produce a 3 ounce size. Look for signs like these of well managed companies and well managed brands.[endmark]
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 As a potential investor, you need to know about the quality of the management team, the continuity of the management team, and projected future stability of the management team. After all, the performance of any organization is ultimately related to the leadership and direction provided by its leaders.

History is full of examples of CEOs moving from one company to the next, or retiring, or getting fired. Remember when Steve Jobs retired from Apple? The company and the stock seemed to get lost without any new product development. Shareholders were crying to have Steve Jobs come back, and when he did he led a new era of product development at Apple that included the iPod and the iPhone.
Now that Steve Jobs is battling cancer, what implication does that have for Apple’s stock? Also think about other key leaders…What would happen to Microsoft if Bill Gates quit? What would happen to Google if Sergei resigned?
In more common terms, think about a marketing manager at Company A that decides to eliminate a successful branded character “spokesperson” (like Tony the Tiger or the Cheerios bee) against all wise advice and evidence that the “spokesperson” still works extremely well for the company. Predictably, sales of the product fall off. As long as that marketing manager is in place making unwise decisions, the company’s earnings may be negatively affected. Once he or she is given the boot and the “spokesperson” returns, earnings increase and stabilize.
You need to develop a solid knowledge of a company’s management team to keep track of this information. Mutual fund managers, who are often responsible for investing millions in a single company, will often personally visit with management teams and do extensive research on the background and experiences of a CEOs in order to gauge the quality of a company’s leadership.
You won’t be able to do such extensive management research, but over time, you will start to recognize the names of people who seem to always land in successful companies and help those companies to grow (or fail!).
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 In financial accounting, a balance sheet or statement of financial position is a summary of a person’s or organization’s balances. Assets, liabilities and ownership equity are listed as of a specific date, such as the end of its financial year. A balance sheet is often described as a snapshot of a company’s financial condition. Of the four basic financial statements, the balance sheet is the only statement which applies to a single point in time.

A company balance sheet has three parts:
	Assets
	Liabilities
	Ownership equity

The main categories of assets are usually listed first, and typically in order of liquidity. Assets are followed by the liabilities. The difference between the assets and the liabilities is known as equity or the net assets or the net worth or capital of the company. According to the accounting equation, net worth must equal assets minus liabilities:
Net Worth = Assets – LiabilitiesAnother way to look at the same equation is that assets equal liabilities plus owner’s equity. Looking at the equation in this way shows how assets were financed: either by borrowing money (liability) or by using the owner’s money (owner’s equity). Balance sheets are usually presented with assets in one section and liabilities and net worth in the other section with the two sections “balancing.”
Records of the values of each account in the balance sheet are usually maintained using a system of accounting known as the double-entry bookkeeping system.
A business operating entirely in cash can measure its profits by withdrawing the entire bank balance at the end of the period, plus any cash in hand. However, many businesses are not paid immediately; they build up inventories of goods and they acquire buildings and equipment. In other words: businesses have assets and so they can not, even if they want to, immediately turn these into cash at the end of each period. Often, these businesses owe money to suppliers and to tax authorities, and the proprietors do not withdraw all their original capital and profits at the end of each period. In other words businesses also have liabilities.
 
Balance Sheet Investopedia
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 When you’re considering buying or selling a stock, it is just as important to look at future expectations as historical performance. We can read all of the [ts]10-Ks[tm]The annual SEC filing by public companies that includes their audited Income Statement, Balance Sheet, Cash Flow Statement and other detailed notes about the companies financial and operating conditions. [te] and [ts]10-Qs[tm] The quarterly SEC filing by public companies that include abbreviated, unaudited financial statements. [te] we want; we can study the Income Statements, Cash Flow Statements, and Balance Sheets until we have them all memorized; but that is only half of the battle. A company’s value, and therefore its stock price, is a combination of its current value and its forecasted future earnings.
The company’s revenue and earnings estimates that you see published by the company, and the many Wall Street analysts that follow that company, should be an important element of your buy/sell decision. However, don’t merely read these projections and accept them as fact.
Learn what criteria and assumptions helped create these estimates. What is your opinion on the company’s outlook? What is your understanding and expectation of the economy and the business cycle? Are we slipping into a recession? Does this company truly have a product that everyone in the world wants to buy? You should try to read some expert opinions that comment on the validity of a company’s projections. Sometimes you will learn of well-constructed, thoughtful, fact-based assumptions that create solid revenue and earnings estimates. You’ll also probably find some projections that are little more than a “wish list” created by a company’s management that make a few too many assumptions for you to believe.
As you follow the news for a particular company, you will notice how Earnings Estimates will change frequently over time as business conditions change or as the economy shifts. This is normal and goes to show how these are only estimates about an uncertain future. Never should you invest strictly on an earnings estimate or a recent change in an earnings projection.
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 OK, so we have discussed sales, operating income, [ts]EBITDA [tm]Earnings before interest, taxes, depreciation, and amortization. [te] , and net income. Which is the best measure of a company? The answer, unfortunately, is NONE OF THE ABOVE!
If Stock A and Stock B are in the exact same industry, have the exact same revenues, costs, EBITDA and net income, which one is the better buy? We still can’t answer that question until we know two more pieces of data—the number of shares outstanding and the share price.
If Stock A and Stock B both had $5,000 of Net Income, but Stock A had 1,000 shares outstanding and Stock B had 100 shares outstanding, then Stock A is earning $5 per share ($5,000/1,000 shares) and Stock B is earning $50 per share ($5,000/100 shares). This is how Earnings per Share ([ts]EPS[tm] Earnings per share is calculated as the net income of a company divided by its total number of shares outstanding. [te] ) is calculated—the Net Income divided by the number of shares outstanding.

Now we are finally getting to a point where we can start forming some expectation about a fair share price. Since Stock A has 10x as many shares issued, then it would follow that we would expect Stock A’s price to be 1/10 the price of Stock B.
Fortunately, there is a common metric called the [ts]PE Ratio[tm]The price of a stock divided by the earnings per share. This is a measure of how pricey the stock is and should only be used to evaluate a stock versus its competitors. [te], or Price to Earnings Ratio, that takes all of this into account. (We are just about done with all of these computations, but don’t worry, most financial websites, including  howthemarketworks, does the math for you.) So, if Stock A is trading at $100 per share and we know it is earning $5 per share, then its PE is 20; if Stock B is trading at $750 per share and we know it is earning $50 per share, then its PE is 15. Finally, we can say that given these companies are in the same industry and all things being equal, Stock A is overpriced and Stock B is underpriced.
[mark]
 Never, ever, ever judge a company based on its stock price alone. Yahoo! and Google are both in the online search engine business and Yahoo! (YHOO) trades at $20 a share and Google (GOOG) trades at $500 a share. Does that mean YHOO is cheap and is the better buy? Absolutely NOT! You must look at the PE ratios of the 2 companies to put their share price into perspective of earnings and shares outstanding. If you still don’t get it, please re-read this chapter![endmark]
Assuming you understand the EPS calculation, the next obvious calculation after EPS (Earnings per Share) is [ts]Cash Flow per Share [tm]Cash flow per share is calculated as the cash flow from operations divided by its total number of shares outstanding. [te] . This is simply the cash flow from operations that you see on the Cash Flow Statement divided by the number of shares outstanding. As you learned the differences between Net Income and Cash Flow, the Cash Flow per Share calculation eliminates the non-cash items that sometimes clutter the Income Statement that don’t represent real cash outlays by the company. Many Wall Street analysts feel Cash Flow per Share is the best way to truly value a company and therefore its stock.
Return on Equity
Return on Equity (ROE) is one more fundamental metric that must be mentioned as we try to evaluate a company’s performance. ROE is a measure of how much profit a company is able to generate from the money invested by its shareholders.
Think of it this way: if your teenager asked to borrow $1,000 to start-up a small business then chances are you would comply. When he came back in a few months to ask for $10,000, you would examine how well his company performed with the initial $1,000 before making the next loan. It makes such good sense that you might wonder why more people don’t use this handy little measure before pouring massive sums into a money pit masking as a company.
To calculate ROE, divide the profit by the initial investment. Using this example, if your teenager was able to make a $250 profit on the initial $1,000 investment, the ROE would be 25% ($250 / $1,000) which would be a very good ROE for most companies on Wall Street today.
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 Once you have understood a company’s profitability, take a look at the Statement of Cash Flows because this is the second most important element of Fundamental Analysis and it frequently needs more than a cursory examination. Many experts strongly contend that good cash flow is more important than earnings to ensure company viability for the long-term. Surprised? Don’t be.
Before we discuss how to analyze a company on a cash flow basis, let’s be clear that we understand the difference between net income and cash flow.
Sorry, but it’s time for an accounting lesson! When we set up a lemonade stand as a child, we would go to the store and buy $20 worth of lemons, cups, and ice. We would then stand on the street and try to sell 50 cups for a $1 each. That $50 in revenue and $20 worth of expenses provided us a net income of $30 and a cash flow of $30.
But the reality was that we borrowed mom and dad’s table to make our lemonade stand and we didn’t pay them anything for borrowing that table. If we wanted to expand our lemonade business by opening another stand at another street corner, we would have to buy a new table—which might cost us $75. So, on the second day of our 2-lemonade stand business, we would spend $40 on lemons and $75 on a table and sell $100 worth of lemonade. That’s now $100 in revenue, $40 in lemons, and $75 for a table. So that means we end the day with $15 cash less than we started with.
On the third day, we don’t need to buy another table. So on the third day we have another $100 in revenue and $40 in costs and a positive cash flow of $60.
		Day 1	Day 2	Day 3
	Revenue	$50	$100	$100
	Expenses	$20	$115	$40
	Cash Flow	$30	$-15	$60

The cash flow is easy to see each day, but what was our net income each day? The answer is that it depends on how many days we will use our table. If we think the $75 table will last for 75 days, then didn’t that table really cost us $1 a day to use? Accountants at publicly traded companies must do this type of math and allocate the costs of these “fixed assets” over the expected life of the asset. This process of expensing the table at $1 a day is called amortization (or depreciation). The purchase of fixed assets and their depreciation is one of the differences between net income and cash flow.
Now suppose in day 2 of our lemonade business, a customer took lemonade from us and then realized he didn’t have the $1 to pay for it, but promised to come back the next day to pay. On day 2 we would have only received $99 in cash from our $100 in sales, but on day three we would have received $101 in cash on $100 in sales. The sale really occurred on day 2, it’s just that we didn’t get paid until day 3.
Similarly, on day 2 in our trip to the grocery store in the morning we might have forgotten to take our wallet, but the grocery store manager gave us credit as long as we promised to pay the next day. Suddenly you can see how net income and our cash flow can really get out of alignment with the purchasing and payment for our inventory, the collection of cash from our sales, and the purchases of fixed assets that have expected useful lives of 3, 5 or even 30 years.
Now consider this: A company with excellent profitability may experience serious problems if its sales are concentrated in a very small customer base, if all products are sold on company credit resulting in massive accounts receivable, or if the company is slow to develop new or improved products in a fast moving industry. Much needed cash flow – to fund operating expenses, R&D, debt service, and marketing – may be missing and the company’s long-term ability to operate profitably – or simply operate at all – may be in danger.
Another company, working on small profit margins, however, may have excellent cash flow and inventory turnover. They enjoy sufficient cash to meet all operating, marketing, and debt service obligations and have funds leftover for future projects. As an example, consider successful supermarket chains that often work with profit margins as low as 5%. However, their consistent profit, combined with excellent cash flow (and few accounts receivable), typically keeps supermarkets viable and a very stable investment.
The Cash Flow Statement that you will find in a company’s financial statement should help you narrow down the true cash flow generated from operations. Don’t be afraid to look at these statements! You will find out how the company manages its business, how it manages its cash flow, and might reveal unexpected changes that can give you clues about future performance.
Now take a look at Apple’s Cash Flow Statement. Notice how they started the 3 months with $11,875 million, generated $3,938 from operating activities, invested $8,639 million, received $62 million from other investing activities, and that resulted in them having $7,236 million at the end of the quarter. That is quite a company!

Fortunately, the financial statements have tried to simplify some of these accounting issues with the use of a few key terms that everyone reviewing a company should be interested in.
The following section is an explanation of some of the primary sources of earnings and cash flow information with which you should become familiar. They help you analyze potential investments that may fit your strategy and eliminate others that might not match your preferences.
Cash Flow Investopedia
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 A company’s net income is one of the most critical pieces of data you can pull out of the financial statements because it is this profit that generates cash and cash drives value. A company can produce the most innovative products, be in an industry with minimal competition, and have superior management, but the company may still not be viable if they do not translate these positives into good earnings and strong cash flow.
The Income Statement from the [ts]10-Ks [tm]The annual SEC filing by public companies that includes their audited Income Statement, Balance Sheet, Cash Flow Statement and other detailed notes about the companies financial and operating conditions.[te] and [ts]10-QS [tm]The quarterly SEC filing by public companies that include abbreviated, unaudited financial statements.[te] is the first place to start. Take a look at Apple’s Income statement from a recent 10-Q and you will see their Operating Income, Income before taxes, and then Net Income:
Make sure you look at the Net Income line with caution as it might not necessarily be showing you the number you are expecting to see. It is important that the Net Income line be showing a profit, but sometimes there are extraordinary or non-recurring items that impact the Net Income that will muddy the picture. A company may lay off 10% of its work force and have a one-time expense of its severance package, or it may sell-off a business for a one-time profit that shows up on its Income Statement. These non-recurring items can make the Net Income line meaningless and misleading.
It is more important that the company is actually making a profit from its normal business operations and not from picking up one of these one-time events. The Income Statement should contain data showing that a company is actually “earning” a profit. Learn to separate operating results from overall results.
For example, suppose Company A showed a substantial Net Income during the most recent annual period that was well ahead of last year’s performance. However, upon close inspection, you discover that much of this profit was generated from a sale of assets, accounting entries, or other extraordinary (as in “extra ordinary”) events. When you eliminate all of the non-recurring line items on the Income Statement, you might discover that Company A only earned very modest net income from operations. This should raise a red “caution flag” to challenge you to investigate further and read the reports closer.
Conversely, suppose Company B showed a net loss on its Income Statement in its most recent accounting period. However, upon further investigation, you learn that the reason for this loss was because the company took a “one time charge against earnings” because it closed a non-profitable business, terminated 1,000 employees, and paid them all a severance package. When you review the company’s income from operations, you see the excellent earnings data that the company exhibited in prior years. Company B may be the better longer-term investment even though it is showing a net loss for the current year.
EBITDA
An easy way to see the performance of a company is through a metric called [ts]EBITDA [tm]Earnings before interest, taxes, depreciation, and amortization. [te] . It is a complicated looking, but very useful bunch of letters. It stands for “Earnings Before Interest, Taxes, Depreciation and Amortization.” This line item on the Income Statement throws out all the extraneous activity in a company and reduces the core business operations into the number that is most used to evaluate the operating performance of a company.
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 You have to know how to read an Income Statement if you want to understand Fundamental analysis.

An Income Statement follows this format:
	Revenue/Sales – The “top line” number on an Income Statement is usually the revenue/sales number that indicates the total sales of the company. This is the total cash register receipts of all of the stores if it is a retail business.
	Cost of Goods Sold – The Cost of Goods Sold is the direct costs of the product that was sold. By “direct costs” we mean the actual cost of making the product and getting it on the store shelves. If we buy shoes from China for $45 and pay a freight company an average of $2 a shoe to get them from China to our store, then our Cost of Goods Sold is $47.
	Gross Profit – The Gross Profit is how much money we make from the sale and is simply the difference between the Sales and the Costs of Goods Sold. If those shoes sold for $100 then our Gross Profit is $53.
	Selling, General, and Administrative Expenses – Often called SGA Expenses, this line includes all of the other indirect costs of doing business (except for interest charges and taxes). So this includes marketing and advertising costs, salaries, rent, electricity, accounting, legal, and all of the other costs involved in running a business
	Operating Income – The Net Income is simply Gross Profit less SGA Expenses. If the number is positive, then the company is profitable. If it is negative, then the company is losing money.
	Interest and Taxes – Usually you will see interest expense and corporate taxes as a separate line item.
	Net Income – A simple calculation of Operating Income less Interest and Taxes shows you how much, at the end of the year or quarter, a company believes they have made (assuming all of their accounting is correct)!

Just to clarify, many people use the words “revenue” and “earnings,” and “revenue” and “income” interchangeably. Yes, earnings and income are interchangeable, but revenue and income are not. When reading Income Statements, revenue is the “top line” of the Income Statements and earnings/income is the “bottom line.”
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 The first place to start analyzing a company is to go straight to the source and review the financial information that the company is publishing about itself.
In previous chapters we talked about IPOs and what it takes to be a public company in the U.S. To remain a public company in good standing with the Securities and Exchange Commission (SEC), after its IPO a company must “file” certain information on a quarterly and annual basis. The SEC then makes this information available to the public so that all investors have a level playing field and have access to the same information at the same time.
Here are the 3 most frequently filed documents with the SEC:
	[ts]10-K [tm]The annual SEC filing by public companies that includes their audited Income Statement, Balance Sheet, Cash Flow Statement and other detailed notes about the companies financial and operating conditions.[te] – this is the annual report that is filed by a public company with the SEC. This is an extremely in-depth document that contains lots of information including a description of the business, audited financial statements for the company’s most recent fiscal year (income statement, balance sheet, cash flow statements, and a statement of shareholder equity), executive compensation, a description of the company’s option plan, future commitments for leases, a review of any legal issues pending, and much more. An independent accounting firm confirms that the information presented is accurate by auditing the financial statements. A 10-K must be filed within 75 days of the company’s fiscal year end.
	[ts]10-Q [tm]The quarterly SEC filing by public companies that include abbreviated, unaudited financial statements. [te] – this is a company’s quarterly report that is filed with the SEC. The 10-Q is less detailed than the 10-K, but it gives you a snapshot of its financial statements so you can see how the company has performed in the most recent 90-day period. These financial statements are generally unaudited. Companies are required to file their 10-Q within 45 days of the end of their quarter.
	8-K – this form informs company shareholders of “unscheduled material events that are important to shareholders”. This would include the resignation of an officer of the company, a major purchase or business deal the company has made, and even bad news like an SEC investigation into the company’s business practices. These are all material events that would require an 8-K to be filed. The 8-K is extremely common, and many companies will file a number of 8-K’s throughout the year.

When you start reading a company’s SEC filings, you will notice that they are boring, dry and full of legalese. But they are supposed to be that way because they are full of objective FACTS about the company, and FACTS are what you need to evaluate a company’s prospect for success. The SEC filings deliver the pure information about a company, unblemished by brokerage analysis.
[mark]
 I always like to read the latest 10-K report first to see how the company has performed over its latest fiscal year, and more importantly, how that performance compared to their previous 12 months. Then I look for the most recent 10-Qs and compare the sales growth, profit margin percentage, and net income. I hope to see trends established in the 10-K continuing in the 10-Qs.[endmark]
You can find out almost everything that you ever wanted to know about a company just by skimming through the pages of their quarterly or annual reports. Are their sales increasing or decreasing? Is their profit margin growing or shrinking? How much cash do they have on hand? How much debt do they have? How are their European operations progressing? What kind of compensation package does the CEO of the company have? Who are the officers and VPs of the company? What is the company’s dividend policy? It’s all in there.
Most companies will also prepare an “Annual Report” and distribute it to their shareholders. It is this Annual Report which often contains the “glitz” and positive “spins” on the company’s performance. While smartly constructed and well-written, you should learn to separate the prose in the Annual Report from the true financial and operational performance as exhibited in their 10-Q and 10-K SEC filings.
 
Money Watch SEC Filings

[mark]
 
 Notice that I said the company prepares an Annual Report and distributes it directly to the shareholders. The Annual Report is NOT filed with the SEC and therefore has less objective information. While the Annual Report is usually attractive and enjoyable to read, there will be little valuable information in the Annual Report that is NOT in the SEC filings.[endmark]
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Summary
You’ve made your first purchases and now you have some idea what to do with them. While you’re not yet an expert, you should now have enough information to create a basic holding strategy and an exit plan. You understand that you should ride your winners and dump your losers. Having a sensible exit strategy helps you maximize your profits and minimize your investment losses. You’re ready to get into the game. Play well.
	Cutting Your Losses
	Stop Loss Orders
	Stock Exit Strategies: Knowing When to Sell is Important
	Stock Volatility Information
	When to Sell Stocks
	Limit and Stop Orders Video Tutorial

Further Reading
Exercise 1. Create target selling prices for each stock you hold in your virtual account. Use your order history to record your exit strategy and target price.
2. Create Stop Loss orders for each stock you hold in your virtual account.
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Exit Strategies Are Designed to Protect Your Value
Rule #7 – Have an Exit Plan and Target for Every Stock
Few experienced traders ever invest in any stock without having an exit strategy. In its simplest form, an exit strategy is a plan to get you out of something you’re in. In the investment universe, it means you should have an exit plan for each investment, before you enter into that investment. Understand what you’re trying to accomplish, set limits on market values to define your accomplishments (on both the upside and the downside), and have an action plan that allows you to exit successfully.
Three primary considerations typically dictate your exit strategy development:
	1. How long do you plan to own the security? You should have an idea of the time period you want to own the investment. It matters little whether you favor a short- or long-term duration. The choice is yours. Also, should circumstances change during your hold period, you can always modify your original plan and shorter/lengthen the ownership target period.
	2. What level of risk do you plan to endure? Zero risk would be wonderful, but that’s impossible. Decide how much risk you feel comfortable to take with a stock. This can appear to be a moving target, but you’ll feel more comfortable in setting a risk parameter. Even if you’re wrong, addressing this issue will help your eventual success rate. How much are you “willing” to lose on this investment? That is your risk level.
	3. At what price do you want to exit? This component is both the easiest and, sometimes, the most troubling component of your exit strategy. You’ll invariably find that you ask yourself:

“Should I wait until the price goes higher than my original exit target?”
“Maybe I should hold the stock a bit longer, even though it’s decreased to my exit target, to give it a chance to recover?”
In most cases, if you’ve developed a thoughtful, fact-based exit strategy, you should resist the temptation to change your plan. Of course, if factual events occur that indicate a strategy change, make it to protect your portfolio.
Protecting your values should be at the top of your exit strategy checklist. A good exit strategy is faithful to Rule #1: Ride your winners and cut your losers. Here are a couple of popular options to achieve these goals:
	Stop-Loss Orders (Stops) (S/L): These are common components of many exit strategies. Stops encompass orders you can give your broker that direct him/her to sell a security at a pre-determined price. When your price point is reached, your stop becomes a market order to be executed right away.Stop-Loss Orders are an excellent tool to protect your values. By setting high and low price points, you are “programming” your profit and capping your losses.
	Trailing Stop (T/S) Orders: A modification of an S/L is the Trailing Stop Order. You set a “distance” between the market price and your Stop Order. While you don’t want this order to move downward on the loss side (you could only increase your losses), it can be useful on the upside. For example, assume you place a Stop-Loss Order on a stock that you bought for $85 for when it reaches $135. But, suppose it projects to go even higher? You might lose further profits. You decide to issue a Trailing Stop stating that your S/L should be $20 below current market price.As long as the price of your security keeps moving upward, your T/S will trail (follow) its rise in value. Once your stock begins to fall, your T/S Order will become a market order to sell when the stock’s market price falls $20 below its peak. Once again, you have protected your values quite effectively.

Take Chapter 5 Exam
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Identify Market Tops to Maximize Profits
Market tops are subjective opinions that often quickly become fact, for better or worse. How can you possibly identify a market top? Here are some suggestions that many experts believe will help you identify market tops.
	Closely watch the Dow Jones Industrial Average, NASDAQ Composite, and S&P 500. Pay particular attention to the relationship between volume and the index. At some point in a bull market, the volume will fade as the index continues to be strong—this is a bad sign that there aren’t any more buyers.
	Also watch the relationship between volume and your stock’s prices. Low volume doesn’t tell us much, but large volume helps support price movements.
	Track the above noted activity over a four or five day period. This trend often precedes an overall market downturn. Feeding upon itself, as an almost a self-fulfilling prophecy, the “mood” of the market also tends to change, becoming a bit of a bear rather quickly.

Rule #6 – Sell into rallies that have fading volume.
Try not to miss these market top indicators. You may lose profits you’ve already achieved. If you have been on a good streak, you don’t want to quickly change from offense to defense if you can avoid doing so. Identifying market tops can be a profitable component to your market strategy in both the short and long term.
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Rule #5 – Know When to Hold’em, Know When to Fold’em
Avoid falling in love with any one particular stock as the market can turn on it very quickly. While you may love a particular stock, millions of others may develop a dislike on a moment’s notice. You must be prepared to cut ties with an investment when as this condition starts to emerge. This brings us to the only exception to Rule #1.
	Exception – Market Tops: As you become more experienced, you’ll get a “feel” for those times when one of your winners is at a “market top.” As you watch stocks day after day and month after month, you will get the feel that a stock has gone too far too fast and it just has to come back down a bit. This is the time to consider just selling your winners (or tightening up your stop-loss order to 4%) so you can increase your cash holdings so that you can find another stock that’s on the way up.

As you can see, your possible first reaction (sell the winner and keep the loser), for reasons that have been proven over time, is typically the wrong one. Remember, your winners deliver profit “on paper,” but your losers involve real money you’ve already invested. It’s critical that you cut (minimize) your losses to safeguard your overall portfolio value. For this reason, you should develop effective exit strategies.
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Rule #4 – Diversify, diversify, and diversify
Reminder: Always diversify your portfolio into at least 10 different stocks. It doesn’t matter if you are starting with $10,000 or $100,000–you’ll have more success if you think big and proceed as though you were a major-league investor. Diversification is important because while one sector of the economy might be falling 10%, rarely does the whole market sell off 10% in the same time period. So, with a properly diversified portfolio, you may get stopped out on one or two stocks, but hopefully you will have gains in others.
 
Warren Buffet Diversification
 
 
 
TD Ameritrade
 
 
[mark]
 Some of the great investors and portfolio managers over the last 30 years (Peter Lynch, Warren Buffet) talk about having the “ten-bagger” in their portfolio. Sure, it’s nice to pick a stock that gains 10 or 20 percent a year, but what really drives a portfolio higher is a stock or two that tenfolds, or earns a 1,000% return. Over the years, Apple Computer (APPL), The Gap (GPS),Coca-Cola (KO), are some of the few that fall into this category.[endmark]
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Rule #3 – Never, ever, ever lose more than 10% on any single trade.
Traders, finance professors, and common sense all say that you should never let one sour apple ruin all of the other apples in your basket! Picking 9 stocks that gain 10% will be a waste of time if your 10th stock loses 100%, so DON’T LET THIS HAPPEN TO YOU! Having 9 stocks that gain 10% and one stock that loses 100% still results in a net LOSS of 1%!
The easiest way to follow this rule is to place a stop-loss order on your stocks as soon as you buy them. If you buy IBM at $100 a share, then immediately place a stop loss order at $90. This way you will be able to sleep at night and not have to worry about a market crash erasing more than 10% of your portfolio value in any given day, week or year.
[mark]Placing a stop loss order or a trailing stop at 8 to 10% below your purchase price is a routine you must practice religiously. William O’Neill, the father of technical analysis and the founder of Investor’s Business Daily recommends the 8% point, but others say 10%. Yes, you will get burned at times. If the stock falls 10%, you get stopped out, and the stock may recover. But more often then not, a stock that falls 10% will continue to decline even further. Sure, it’s OK to buy the stock back later at the cheaper price, but don’t buy it on the way down, wait until it has bottomed, formed a base pattern on the chart, and then shows signs of life again.[endmark]

 chapter5
 5-02 Don’t Fall in Love With Your Stocks
  Written by Mark Brookshire 


[investing101logo]
Rule #2 – Don’t fall in love with your stock purchases – winners OR losers (particularly losers).
Remember, you are not a welfare agency, rehab specialist, or air/sea rescue professional. If an investment is going south, sell it – without remorse and move on. Don’t forget, investing is a business, not a hobby or a charity.
[mark]
 Remember, stock trading is a zero sum game. If you are not the winner then you are the loser. If you bought a stock and it went down, then you made the seller of that stock happy because they were able to pass that loss on to you. If you bought a stock and it went up, then you made the seller of the stock very sad.[endmark]
Admitting that you were wrong to buy a stock is the most difficult fact to accept in investing. It makes every investor feel bad when they see their portfolios losing money, which makes it even more difficult to sell. The reason why most investors fail is due to their feelings about the stocks they buy and sell. Don’t let your ego get in the way of making money, or in the case of a losing trade, from stopping the bleeding. If you can master your ego and your emotions, you will have more profits on your winning trades and smaller losses on your losing trades – guaranteed.
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 Selling a stock is just as important of an investment decision as buying and you must have a strategy to maximize your profits and minimize your losses. Developing a trading strategy is important to your future investing activities. Even a flawed strategy is better than having no strategy. And trust me, your strategy will always be evolving as you learn from your past successes and mistakes, as the markets change, and even as technology and software change.
This lesson will teach you some generally accepted trading rules. But unfortunately, trading is an art — not a science — so don’t be shy. Create your own investing strategies as you grow and learn.
When you are learning a new skill, it always seems as though there are a few general rules of thumb that you must know in order to get started in the right direction. In golf you must “keep your left arm straight” (if you’re a righty) and in blackjack you must “assume the dealer has a 10.” In stock trading the first rule is:
Rule #1: Ride your Winners and Cut your Losers.
This rules looks simple and seems obvious, however, it is the opposite of what most people do when they start trading stocks.
There is a common affliction that hits most new investors that causes them to do the exact opposite—they can’t admit that they were wrong. This condition is best shown by example. Assume you invest $1,000 in two companies as your first two trades. After the first month, Stock A’s market value has increased to $1,200 while Stock B’s market value has decreased to $800. What is your first reaction? Is your first thought to sell your winner (Stock A) and take your profit, and wait until your loser (Stock B) regains its value? This is the LOSER’S mentality! Yet, this game plan is usually the first one followed by newer investors.
At first glance, it may appear to make sense. You sell your winner and take your profit and then you get emotional about Stock B and think “it will come back soon and I will sell it when I can get all of my money back.” Don’t do this! Many, many, many experienced investors would disagree with your plan – strongly disagree. See Rule #1—Ride your winners and cut your losers! This cuts your losses (and you WILL have some losses as everyone does). If your winner is “hot,” it’s likely that its market value will increase further. Similarly, if your “problem child’s” price is declining, the declines will probably continue, causing you to suffer further losses.
[mark] Gordon Gecko, the main character in the 1987 movie Wall Street, said it best when he said “don’t get emotional about stocks, it clouds your judgment.” You should only buy a stock after researching it and having a strong conviction as to why you want to own that stock—but if you are wrong, admit it and move on to your plan B.[endmark]
This concept can be understood better when looking at what it takes to re-coop your losses. This is NOT intuitive. You see, due to the way percentages work, it takes a much larger percentage gain to recover your losses. For example, for a stock that has lost 15% of its value will require a run-up of 18% just for you to break even.
These calculations get worse the more your stock goes down. Take a look:
	My Stock Loss	Gain Required to Break Even
	20 percent	25 percent
	30 percent	43 percent
	50 percent	100 percent

For example, if you buy Stock XYZ at $10 a share and it drops to $5 then you have lost 50% of your investment. Now for you to recoup your investment, the stock must now double just to get back to $10 a share. No one wants to be in the situation of having to pray for a stock to double, just so that they can break even. In fact, that’s a nightmare. It is much better for you to cut your losses early, at 8-12% rather than get into this predicament.
The law of percentages seen above also works in reverse (and in your favor) when you hold on to your winners. The longer you hold onto a winner, the less a stock needs to move in order for you to rack up really exciting gains. Let’s take a look at the table as stocks rise:
	My Stock Gains	Gain Required to Double Original Investment
	20 percent	66 percent
	30 percent	54 percent
	50 percent	33 percent
	75 percent	14 percent

The gains get even better when your stock has doubled or tripled already. For example, let’s say you bought Google (GOOG) in 2004 at $100 per share. If the stock is trading now at $400/share, every 1 percent rise in the stock produces for you a 4 percent gain. Not bad, eh? That’s how you get rich: finding winners and sticking with them as long as they keep rising consistently.
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Summary
It’s time to decide on how you’d like to construct your portfolio. Whether you decide to invest virtual money or real funds, you should now have a basis to create your own thoughtful plan and strategy. Using your virtual portfolio and trading ability, you can test your strategy and “tweak” it, if necessary, to achieve profitable results in both the virtual and real world.
Glossary
	Diversification:
	A way of reducing the risk and variances in your portfolio returns by buying a variety of stocks across different industries, market caps, etc.
	Peter Lynch:
	Past portfolio manager of Fidelity Magellan, which became the largest mutual fund in the 1990s.
	Risk:
	The expected variance of the returns of your investments.
	Sharpe Ratio:
	A measure of the success of your portfolio by considering its return and its variance.
	Warren Buffet:
	Chairman and CEO of Berkshire Hathaway, and generally regarded as the greatest buy and hold investor of the last 30 years.

Further Reading
	Diversify to Reduce Risk
	What’s The Risk? Learning about the Various Risks of Investing
	Market Risk or Systemic Risk
	Bond Basics | What are Bonds?
	What is Market Capitalization?
	CD Basics (Certificates of Deposit)
	What is Inflation?
	Investing in Real Estate through REITs
	What is Hyperinflation?
	Small Cap Stock Investing Can Lead to Big Score
	Dollar Cost Averaging
	Sharpe Ratio Explained
	Buy and Hold Strategy
	Buy What You Know
	Hedge Fund Definition

Exercise
Make a list of stocks that you are interested in. Identify their industry, market cap, and dividend yields. Now build a balanced, diversified portfolio of at least 10 stocks on your virtual account. Make sure you have with a selection of stocks from different industries, market caps, dividends, and countries.
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There is an astounding volume of information available from a myriad of “experts” and a plethora of websites. Most are useful to people, but you’ll decide which sources are most useful to YOU. Here is some information on a few popular sources.
	MSN Money: Offering you stock quotes, financial news, rumors, strategies, and blogs, MSN Money can serve as a supermarket of investing data for the newer or experienced investor. Microsoft has expanded and better focused this source over the years. It now offers a potpourri of investment and financial information for all investors. Yahoo and AOL have similar investing websites for your knowledge base.
	The Motley Fool: Fool.com is an always-interesting mix of financial news, investment strategies, and large doses of humor. Don’t be “fooled” by the strong injection of humor, the Motley Fool offers hard hitting, serious news and opinion. Tom and Dave Gardner and their talented staff have been delivering their unique and informed message since 1993 and the Fool is now a full-service financial media enterprise. If you’d like your investing information tinged with some pleasant sarcasm and edgy humor, the Fool might be perfect.
	Cramer: Jim Cramer, host of CNBC’s Mad Money and co-founder of TheStreet.com, is a journalist, lawyer, and “infotainer” (his term). He has been dispensing financial and investment information to anyone listening since the mid-1990s. If you need a break from reading financial statements or waiting for your stock screener to advise you of your next hot investment, Cramer might add some zest into your existence. Also a former hedge fund manager, Cramer has been in the investment trenches for some time. You may not agree with all that he says, but you will be informed and entertained.
	Other Sources: There is a wealth of additional information available to reinforce your investing career. Get on your Internet surfboard and visit some of the many websites devoted to investment news and strategy. If you’ve traded in your rabbit-ears antenna for a cable, fiber optic, or satellite connection, you’ll find more information and strong opinions on many TV shows dedicated to finance and investing.

Take Chapter 4 Exam
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 Once you get out of the shopping malls, don’t forget to make sure you are diversifying. Buying a shoe company, a hat company, a jean company, a sock company, and a dress company is NOT exactly what we mean by [ts]diversification[tm]A way of reducing the risk and variances in your portfolio returns by buying a variety of stocks across different industries, market caps, etc.[te]! Often you might need to find a high dividend yielding stock, a small cap stock, and an international stock to complete your diversification mix. How will you accomplish this?
Thanks to the Internet and the wonderful amount of information you have at your fingertips, you can quickly scan 20,000 stocks in a matter of seconds if you know what you are looking for. Stock screeners can save you time by finding stocks in that meet certain financial or analytical measures you are looking for. Although some have more variables than others, all stock screeners work just about the same.
You decide on a mix of financial and investment preferences and parameters. You can then input this data and allow the stock screening software to locate securities that “fit” your perceived descriptions. With some freely available and others offered on a subscription basis, stock screeners are easy and convenient helpers.
While stock screeners operate with the same goal – finding stocks that match your wishes – you can choose different formats for results. Some will generate results on expected returns, [ts]risk[tm]The expected variance of the returns of your investments.[te], and projected yields, while others can offer stock suggestions based on growth, effective strategies, and other parameters.
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 [ts]Peter Lynch[tm]Past portfolio manager of Fidelity Magellan, which became the largest mutual fund in the 1990s.[te], another globally respected investment genius, also embodies a solid – not exotic – investing strategy. After graduating from Boston College (1965), Lynch was hired as an intern at the company that came to be forever linked with his name, Fidelity Investments. This was mostly because he caddied for Fidelity’s president at a local country club. So began his meteoric financial career.
Among his many accolades, Lynch is noted for an important and simple theory: Invest in what you know. In one of his books, he talks about Saturday as his day with his daughters. Every Saturday, his daughters said “Daddy, take us to The Gap (GPS) so we can buy some clothes.” Reluctantly, he went for several Saturdays in a row, gave his daughters $100 and sat out in the mall waiting for them. After a few weekends of this routine, his eyes lit up! He started noticing all of the teenage children dragging their parents to the store. He sat outside for an hour and counted the number of people going thru the cash register lines and estimating the average ticket price to come up with a rough estimate of sales. Suddenly, he started liking The Gap and he had his staff research the company the next Monday. Soon it was in his portfolio and it soon become one of his best buys ever, returning over 25,000% from the mid-1980s to its peak in 1999 (that run was from $0.20 to $50.00!).
This is an excellent starting strategy, and possibly enduring strategy for all investors. Instead of spending valuable time becoming an expert on complex investing strategies, expand your “local knowledge” and use your personal industry expertise to purchase securities of companies and industries you know personally.
Think about stating your goal as building a portfolio of “non-losers” as opposed to a group of “winners.” A strategy of finding “non-losers” combined with investing in companies and securities you know often leads to locating under-valued stocks and true bargains that maximize your investment dollars.
You may also find one or more “ten-baggers,” a world-famous Lynch-ism. In baseball, “bags” are a popular term for the “bases.” Finding a ten-bagger (hitting two home runs and a double) means you’ve found a stock that returns ten times your original purchase price. Even finding a group of two- or four-baggers should make your portfolio and bank account quite happy!!!
[mark]You don’t have to find the next Gap stock or stand in lines at the new restaurants to look for your next 10-bagger! Look for the negative side of things too. Are you getting lousy service at your favorite restaurant? Are you shopping at a store and you look up and notice you are the only one there? Does the tough economy mean that you are not stopping at Starbucks (SBUX) twice a day? Is nobody buying Crocs (CROX) plastic shoes anymore? Don’t forget that you can short these stocks that your experience tells you are losers![endmark]
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 Investing in “what” you know based on “how much” you know can provide an excellent return and a higher level of comfort.
As an example, the legendary investor [ts]Warren Buffet[tm]Chairman and CEO of Berkshire Hathaway, and generally regarded as the greatest buy and hold investor of the last 30 years.[te] has amassed his fortune without using a wide variety of exotic strategies. Buffet is the Chairman and CEO of Berkshire Hathaway (BRK.A) which has a stock price of $99,000 as of December 2009. His company owns large positions in companies like Coca-Cola (KO), American Express (AXP), Wells Fargo (WFC), Proctor and Gamble (PG), Burlington Northern (BNI), and GEICO.
You can check out his holdings, which shows the percentage of each company’s outstanding shares that are held by Berkshire Hathaway, Warren Buffet’s investment holding company.
All holdings are as of  September 30, 2009 as reported in Berkshire Hathaway’s 13F, except for Moody’s, which is as of December 8, 2009.
He is a classic “buy-and-hold” investor. He purchases securities the “old fashioned way.” Buffet studies companies and determines their core values based on the products they make and/or sell, profitability, management quality, and their future growth and sustainability projections.
He never acts on rumors or pure market price indicators. Incredibly, although recognized as one of the preeminent investment gurus on our planet, Buffet seldom sells items in his portfolio. He prefers to use his income stream to keep increasing his portfolio.
 
Warren Buffet Documentary
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 With so many stocks out there, what does the new investor buy? If you have plenty of time and wish to become an information and opinion junky, you could spend thousands of hours reading all of the newspapers, websites, financial blogs, discussion boards and newsletters out there that cover just about every single one of the 20,000+ stocks on the NYSE/AMEX, and NASDAQ. However, you’d need to dedicate so much of your time that your “headache quotient” would go off the charts.
Often, a “KISS” approach (keep it simple stupid!) is the best place to start. It can work for you better than many of the other so-called “experts” and sources of information out there. Ask yourself “what field am I an expert in?”
Are you a doctor and do you know what the hot new drug or pharmaceutical company is? Are you a school teacher and do you know what the latest gadget or software program is that your school is buying? Do you work at a grocery store and suddenly everyone is asking for XYZ product and you can’t keep in on the shelves? Are you a mother and suddenly all of the kids are asking for a certain brand of plastic shoes or a new iPod?
[mark]Each of us knows more than we think we know because everyday we contribute to the profits (or losses) of the stocks that we are choosing in the marketplace. We choose to go to Starbucks (SBUX) for coffee and skip our morning Diet Coke (KO). We eat lunch at McDonald’s (MCD) and not at Taco Bell (YUM). We buy our kids clothes at The Gap (GPS) instead of Limited (LTD). Why do we make these decisions? Because there is something about one product or the way one company is run that makes us want to go there versus its competitor. Do you ever walk into a store or restaurant and say “Wow! This place is packed all of the time?” If so, don’t walk out mad. Instead, find out more about that company and see if they are publicly traded. When my wife comes home from shopping, the first question I ask is “Where did you go?”, then “How much did you spend?”, and then “Was it crowded?” I am not just making idle conversation with my wife, I am researching stocks![endmark]
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 To measure your success of diversifying, several calculations have been developed to provide an indication of how well your portfolio is performing in terms of its variance and its return. There is more than 1 way to get a 10% return. Graph 1 below shows a smooth portfolio increase upwards at a 10% return over the year; graph 2 below shows a 10% return at year-end, but a real roller coaster of performance over the year.

Which portfolio would you rather have? The 2nd portfolio would be great if you sold out on March 1st and locked in your 20% return, but it sure didn’t hold that value for long. What if you had to sell out on April 1st and lost 5%?
To measure this relationship between a portfolio’s variance and its return, Wall Street has developed several ratios or indices. The most popular is also the simplest. It is called the [ts]Sharpe Ratio[tm]A measure of the success of your portfolio by considering its return and its variance.[te]. Nobel prize winner, William Sharpe, created this formula over 40 years ago. The Sharpe Ratio informs you whether the higher returns you receive from certain securities are the product of your wonderful investing strategy or higher [ts]risk[tm]The expected variance of the returns of your investments.[te] and volatility. This Ratio provides important feedback and helps you select the right stocks for you and your plan.
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 Risk, reward, and [ts]diversification[tm]A way of reducing the risk and variances in your portfolio returns by buying a variety of stocks across different industries, market caps, etc.[te] are the most important concepts to understand before you start your portfolio. They are factors in all investment decisions. You must learn more than the textbook definitions of these factors–you need to understand how they, in conjunction with market timing and business cycles, affect your portfolio’s return. Even [ts]risk[tm]The expected variance of the returns of your investments.[te], when properly managed and understood, can often help your portfolio. There are different levels of risk and different types of diversification.
Simply put, “risk’ is the term used to determine the likelihood and volatility of your results. Risk typically goes hand-in-hand with returns: the more risk you take, the higher the return you would expect, and conversely, the lower risk you take, the lower the return you would expect.
The term “return” generally means profit, and in the finance/investing world is usually expressed as a percentage and is frequently annualized. Investing $100 and getting a $6 profit in 2 years has a return or profit percentage of 6% and an annual return of 3%. Investing $100 and making a $50 profit over 2 years has a 50% return and an annual return of 25%.
To understand risk and return, consider these 4 brothers (Adam, Bob, Charley and David) who have different ways to invest $100, and think about the “risk tolerance” of the each of them. Where do you fit?
	Adam is extremely risk averse and puts the $100 in cash in a jar in his kitchen and sleeps very soundly at night knowing that he will always have $100 in the jar.
	Bob is also risk averse, but he puts that same $100 in a money market account at the biggest and oldest bank in town. That money market accounts pays 1% and Bob is (almost) positive that in 12 months he will have $101 in that account.
	Charley likes to take some risk and buys $100 worth of IBM stock. He researched the stock and discovered that over the last 10 years IBM’s annual return has varied between -10% and +57% so he is somewhat confident that his $100 will turn into an amount somewhere between $90 and $157.
	David has a friend that’s a broker and his broker said that stock XYZ is in the bio-engineering industry and they ran a small test on a drug that seemed to cure cancer in 6 out of the 10 patients that tried it, and now they are in a test with 1,000 people. David’s broker says that if this second test has similar results, the stock will pop from $1 to $100 over the next year; but if it doesn’t go well, the company is out of cash and will likely have to fold. David buys $100 shares of XYZ hoping that the stock will at least triple, but he also knows that there is a greater chance the company will be bankrupt and he will lose his $100.

Obviously, these are 4 different personalities (think “risk-tolerances”) with 4 different expectations about their rewards. Since no one has a crystal ball to see the future, none of these 4 brothers knows what their final return will be in a year. Adam’s wife might mistakenly throw the jar away that has the $100 in it because she forgot he put it there; Bob’s bank could announce it is closing and money market funds were stolen by a malicious Ponzi scheme; Charley’s IBM stock could turn worthless if the company collapses Enron-style; and David’s bet on XYZ stock could be worth $10,000 or $0.
A primary investment goal is to minimize risk and diversification is the most reliable method of minimizing investment risk. Diversification is simply spreading risk around so that “all of your eggs are not in one basket.”
Now suppose the 4 brothers above had a 5th brother, Edward, who couldn’t make up his mind what to do with his $100 so he copied each of his brothers by investing $25 in each of their styles. This is a simple example of what diversification means.
Mathematically, diversification is about minimizing the variances in your returns by averaging the expected returns of each of your stocks. If Stock A had returns of -50% to +50% a year and Stock-B had returns of -10% to +10% a year, then it would make sense that a portfolio that was 50% invested in each of these two stocks would expect to have returns of -30% to +30%.
Now if we added Stock C which always has returned 5%, then a portfolio equally weighted with A, B, and C would have expected returns between -18% and +22%. But if I put 50% in C and 25% in each A and B, then we are at -13% to + 18%. Think of it like you are making a recipe for a spaghetti sauce. You know you will put in 3 ingredients, but if you like yours a little salty, you will go with more salt and less pepper.
This explains how we can average out our returns by buying different stocks, but the most important ingredient to diversify successfully is by buying stocks across different industries. As you might expect, you certainly DON’T want stocks in your portfolio that are all performing at their extreme worst at a single point in time. In other words, you want to choose stocks whose returns don’t correlate very strongly. If one stock is falling, you hope to have a few stocks that are rising to help offset the loss in the falling stock.
As we discussed in earlier chapters, understanding the business cycle and product life cycles helps to understand why some companies perform well at times that other companies are doing very poorly.
[mark]Diversifying across industries is not as difficult as it might seem, if you can take a step back and look at things from a very macro level. History is full of examples of some industries doing well while others are hurting. How do you think horse and buggy companies performed when Ford starting selling Model-Ts? How do you think vacuum tube companies did when hi-technology started moving towards the semi-conductor? How do defense stocks relate to medical stocks if the current U.S. President is expanding the budget for the military and asking cutting funding for Social Security benefits? Finally, don’t forget that sometimes investors don’t want to be in the market at all so they invest their cash in other investments like money markets, bonds, precious metals, etc. Remember, individual stocks and the stock market can move in 3 directions: Up, down, and sideways![endmark]
Now suppose we added stock D to our portfolio above which moves opposite to Stock A so that when Stock A is losing 50%, Stock D was gaining 20% and when Stock A was gaining 50% Stock D would lose 5%. Our equally weighted portfolio of A, B, C, and D would now have expected returns in the -9% to +15% range.
Here is a quick summary of some ways to accomplish diversification.
	Across Stocks: It certainly helps to have more than one stock in your portfolio. College professors used to say that it took a minimum of 30 stocks to have a well-diversified portfolio. Lately, these academics are becoming more comfortable with a portfolio of only 10 stocks as long as they are very diversified.

	Across industries: Investing in different industries spreads around the risk that any one industry could suffer a serious slump. For example, totally investing in oil, real estate, or auto manufacturers may generate wonderful returns in the short-term. However, a downturn in any one industry will wreak havoc with your portfolio overall.

	Across market caps: Market capitalization, or “market cap” for short, is a way to identify and classify companies by the size of the total value of their public stock outstanding. Typically, stocks are classified as large-cap (greater than $10 billion market cap), mid-cap ($1-10 billion market cap), and small-cap (Less than $1 billion) companies. There are also newer classifications, like mega-cap (greater than $100 billion), micro-cap (Less than $100 million), and even nano-cap (less than $10 million). You can classify companies along these lines or with a different method of your creation. The key for you, as a newer investor, is to consider investing across different sized market caps to mitigate risk and increase the diversity of your portfolio.

	Across dividend yields: Companies often differ widely in their approach to paying dividends. Some Boards of Directors strongly favor distributing earnings in the form of dividend payments, while others want to conserve cash to fund Research & Development (R&D) and/or growth. By investing in some securities with a track record of high dividend yields and also those that display cash conservation to fund new products or expansion, an individual gains some risk protection.

	International and emerging markets: Economic globalization of the world overall has made emerging markets an excellent source of diversification. Emerging markets such as those in Brazil, Russia, India and China (the “BRIC” countries), are those countries that are quickly growing their national economies and tend to reflect a market-oriented philosophy. They typically seek direct investment at all levels of funding, including from the smaller investor. If you do your homework, you may find some wonderful opportunities to increase your portfolio and manage the risk factor, while enjoying good earnings and appreciation. International markets typically are riskier than mature markets in North America and Europe, but they also offer highly attractive returns.

	Precious metals and commodity ETFs:

Many people believe investing directly in precious metals (gold, silver, etc.) or through commodity ETFs (exchange traded funds), which are tied to precious metal indices, because these investments are valuable as diversification and risk mitigation tools. Once again, you should become familiar and comfortable with the historic movement of precious metals AND the global economic conditions that preceded or existed during these price movements. In addition, precious metals have “inherent” value along with market pricing.
	Dollar Cost Averaging (buying and selling): Designed to reduce risk, dollar cost averaging strategies dictate that you buy smaller blocks of the same securities (versus large lump sum purchases) over time to reach the investment position you want. This often “smoothes out” the cost factor of these securities to help you manage the vagaries of market price changes – both up and down.

[mark]Don’t forget that you can dollar cost average when you sell, just like we taught you to dollar cost average when you are buying. When you’re not sure about a stock or stocks in your portfolio, don’t hesitate to sell 1/3 or ½ to start reducing your position over time. By spreading out your sales of a group of securities, you often “even out” the market price changes with dollar cost averaging to generate a more risk-free and stable return.[endmark]
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Summary
Ok new investor, you should be ready to begin. You can now leave the bleachers, put on a uniform, cross the white lines, and play. Stay focused, positive, and realistic. You might not make the Majors right away, but you can enter the investment world armed with solid knowledge, upon which you can expand by practice and repetition at a virtual trading simulation.
Glossary
	Buy on Margin:
	Borrowing money from your broker to buy stock.
	Dividend Yield:
	The annual dividend amount divided by the current stock price.
	GTC Order:
	A Good-Till-Cancelled order stays in effect until the order fills or it is cancelled by the account holder.
	Limit Order:
	An order that only executes which the target price has been reached.
	Market Order:
	An order that executes immediately at the best available price.
	Sell Short:
	Borrowing shares from your broker to sell a stock that you don’t own with the hope of the price going down so that you can then buy the shares back at a lower price and return them to your broker.
	Stop Loss Order:
	An order to sell a stock below the current price so that if the stock price starts to fall you will sell and limit your losses.

Further Reading
	What is a Ticker Symbol?
	What is Beta?
	Earnings Per Share (EPS)
	Daily Volume and Price
	What are Dividends?
	What is a Limit Order?
	What is a Stop Order?
	What is Margin?
	What are the margin requirements?
	Short Selling Stock

Exercise
If you haven’t done so yet, go to your virtual account and make at least 6 trades:
	Place a market order and see if it gets filled quickly
	Place a buy limit order to below the current market price of a stock and see if and when it gets filled.
	Place some of these orders as day orders and some as GTC.
	Place a stop loss order on one of the stocks that you have bought.
	Place a limit sell on one of your stocks that you have bought.
	Don’t forget to short a stock that you think is overpriced.

Don’t worry if you haven’t done a lot of research for your stocks at this point. This is just for the practice of looking up ticker symbols and placing orders.
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 You should have a “game plan” for your investing life. Just as you plan your workday, vacation, college financing, golf matches, and other areas of your personal and professional life, you need a plan, objective, and goal for your investment activities.
Spend some quality time with yourself, thinking about what you really want to accomplish. Stating that you simply want to make money or become wealthy is not helpful. There is no specific target or goal. Without a target, you’re a walking example of Yogi Berra’s great quote: “We’re totally lost, but we’re making good time.”
Create a game plan and target showing where you want your portfolio to be as compared to your desired objective. If you want income, decide how much income and in what time periods you’d like to receive it. Looking for appreciation? Decide what appreciation and growth percentage you’d like. The goal and target you select is less important than the requirement of having a comparison mechanism. This gives you a working “scorecard” of your performance. You can change, ratchet up or down your comparison target as often as you wish. Just be sure to have something to measure your performance.
Comparing Your Portfolio to Benchmarks
So, you’ve bought several stocks that you have spent hours researching and one month later, you have gained 2 percent. You’re a hotshot investor, right? Maybe, maybe not.
How well did the overall stock market perform during that time frame? Because if the overall market gained 5% in that same month, then you’re really wasting your time. Instead, you could have bought an ETF that mimics the overall stock market like SPY and made more money with less effort.
On the other hand, if the overall market fell by five percent over that period, then you are quite a savvy investor (at least over that short time frame). Many professional traders are not able to beat the market over 1 year, let alone 5 or 15 years.
Let’s look at some common stock market benchmarks:
The S&P 500 index takes the prices for the 500 largest companies in America and averages them into a single number so that is easy to see the overall direction of the stock market. It is generally the most used index for benchmarking stock portfolios. You can buy an ETF that mimics the S&P 500 – its ticker symbol is SPY.
The Wilshire 5000 index captures the entire of U.S. stocks large and small and is the broadest measure of U.S. stock market performance. The ETF that mimics the Wilshire 5000 is TMW. The Russell 2000 index captures the world of smaller publicly traded companies in the United States. The ETF that mimics the Russell 2000 is IWM.
There are also benchmarks for stocks traded in other countries like the TSX index (Canada), the Nikkei (Japan), the DAXX (Germany) and virtually every country in the world that has a stock market.
Take Chapter 3 Exam
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 Unfortunately, when it comes time to file your tax return, the IRS wants to know how much money you made or lost in your brokerage account. Your brokerage firm will even report to the IRS your total proceeds from all of your sales of stocks, but they don’t report your gains and losses. The reason they don’t report your gains or losses is that there are a couple of different ways of calculating it.
Recording the gains and losses of your stock portfolio seems pretty basic. You can simply list your cost of the security in your portfolio. When you sell it, record the price you received. The difference is your gain or loss on that stock. Simple right?
In the real world, however, things are not always that clear cut. You might buy 100 shares of LUV at $10, another $100 at $10.10 and then 50 shares at $11. Then, suddenly one day you need cash, and you sell 125 shares at $15. What was your profit on those 125 shares? As an investor, you must decide how you will record your cost. There are generally 2 methods that stock traders use. The first is First-in, First-out (FIFO) which simply means that you sold the shares that you bought first—in this case you would have sold 100 shares you bought at $10 and 25 shares you bought at $10.10.
The other way to calculate the cost is to use the “average cost basis” which means you average 100 shares at $10, 100 shares at $10.10 and 50 shares at $11 to get a total cost of $2,560 for those 250 shares which averages out to be $10.24 each.
[mark]Warning: The accounting for your stock transactions can get real messy real fast. So the best thing to do is to keep a running spreadsheet of all of the trades that you have made and keep track of the profitability of each trade and the cost of each of your open positions. There is nothing more frustrating or time consuming then sitting down on April 14th and trying to calculate the profit and losses on a whole year’s worth of trades. On top of that, you must keep track of which trades you held for the short-term and which you held for the long-term because Uncle Sam treats those differently. All of your gains are taxable, but you can only deduct $3000 per year in losses.
When working with your broker, accountant, and tax advisor, you’ll always have an up to date idea of where you stand with your investment activities using this simple recording method. You can then let your expert advisors handle the more complex accounting and tax issues involved in your investing activities.[endmark]
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 In its simplest form, short selling is selling shares that you don’t own. Just like the broker will loan you cash to buy more shares, the broker will also loan you shares that you can sell. When you [ts]sell short[tm]Borrowing shares from your broker to sell a stock that you don’t own with the hope of the price going down so that you can then buy the shares back at a lower price and return them to your broker.[te] and borrow shares, think of it as having a loan of shares (and not cash) that you must return at sometime in the future. This concept confuses a lot of new investors, but it really shouldn’t.
Most virtual trading accounts will allow you to short sell so you should definitely practice shorting with your virtual account before you try it in your real brokerage account. You might want to wait a while before you consider a short selling strategy. Sure, you can make money selling short, but you could also come up very short if the stock that you shorted skyrockets.
Here is how it works in detail:
Suppose you do some research and think that LUV’s traffic is falling and the price of oil is skyrocketing and you believe it will continue to do so for at least the short-term. You place an order to Sell Short 100 shares of LUV and you get filled at $10.
Your broker will borrow the shares for you and sell these shares and your cash balance will go up by $1,000 and your Market Value of your stocks will now go down by $1,000 (you now owe the broker 100 shares of LUV). If you’re correct – and the price of LUV starts to drop – you can then purchase that number of shares at a lower price and replace those that you “borrowed.” This is called “Covering Your Short” and you will pocket a decent profit on the short sale.
However, should you be wrong and the price of LUV increases, you may be less than pleased with this strategy as you will have to go out and buy the LUV shares at a higher price such as $12.00 and now you have lost the difference in the prices or $200.

[mark]A lot of people talk about how risky shorting is, but the reality is that the only difference between shorting and buying on margin is that if you short a stock it can go upwards to $1,000s of dollars, but when you buy a stock the most it can down is to $0.00. So, when you [ts]buy on margin[tm]Borrowing money from your broker to buy stock.[te] you know that the most you can lose is the value of the stocks you bought, but when you short stocks you could technically have unlimited losses if the stock goes to infinity![endmark]
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 When you are opening a real brokerage, you will be asked if you want to open a Margin Account. Buying on margin means that you purchase securities using some of your own cash and you take a loan from your broker to complete the purchase. The collateral for the loan is the stocks or cash you already own. The difference between the value of the collateral (securities) and the loan is called the “net value.”
Margin buying can be very convenient and cost effective. However, you should always maintain good control of these activities to avoid a financial problem in the future. This is a bit complex, but makes sense with some practice.
You can normally borrow up to 50% of the value of the securities you’re buying. There are also minimum margin requirements that must be maintained. Should your account or collateral fall below the minimum required, you’ll be issued a “margin call.” You’ll be required to add to your account or be forced to sell securities at their current market value, whether you want to or not. You should try to keep appropriate minimum margin requirements at all times. Margin calls can often be costly for you because they usually force you to sell stocks at low prices thereby locking in losses on your account.
The good news: You can maximize your buying ability by using less cash to purchase more shares. Your power will depend on the amount of leverage your broker allows. For example, most brokers have a 50% margin requirement which allows a 2:1 leverage ability. With 50% margin requirement, $10,000 deposit of cash by you in your brokerage account can be used to buy up to $20,000 of stock.
The bad news: You’ve maximized your buying power, but should your stock fall in value, your losses are maximized, too. Also, should your account fall below the margin minimum requirement, you’ll have to come up with more cash or stock to get your account back in compliance.
[mark]Here is a brief example that should clear away any fog. Assume you want to purchase 100 shares of LUV at $10.00 per share—that will cost $1,000. You decide to use $500 of your own cash and $500 borrowed from your broker. You’ve just made a margin buy. Your net value is $500 ($1,000 stock less the $500 loan). If the stock goes to $15 and you sell you will receive $1,500. The broker will take $500 to pay off the loan, and you pocket the other $1,000. In this example, you made a 100% return because you turned your initial $500 into $1,000. Had you not bought on margin you would have only been able to buy 50 shares at $10 for a total cost of $500, and then you would have sold your 50 shares at $15 for $750 or a profit of $250 or 50%.
Likewise, if you bought 100 shares on margin and the stock went down to $5 and you sold that $500 from the sale would go to payoff your loan and you would be left with $0—meaning you lost 100% of your investment on a 50% decrease in stock price.[endmark]
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 As you might expect, just because you place an order, it does not necessarily get executed. Both the timing and the duration of your orders are important to successfully managing your portfolio. When you place the orders mentioned above, you will usually be allowed to specify the duration of the order. You might be placing trades at night when the markets are closed, or you might be getting ready to go on a vacation where your access to the markets is limited, or you might be following a strict strategy that has very clear entry and exit prices.
When placing your Market, Limit or Stop orders, you can also place orders to control the duration of your order.
	Day Order: Regardless of the type of order you issue (market, limit, stop, etc.), a day order means it is only good for one day. Should your broker be unable to execute your order by the close of the business day, regardless of its type, your order is cancelled. Should your broker execute your order, in error, the next day, you are not obligated to honor it. Should you forget to specify a time period when you place your order, brokers will assume you’ve issued a day order.
	GTC (Good Till Canceled): A [ts]GTC order[tm]A Good-Till-Cancelled order stays in effect until the order fills or it is cancelled by the account holder.[te] indicates that your instructions to your broker are “open ended.” Technically, a GTC order stays in effect until it is executed or you cancel it. For everyone’s protection, many brokers will set their own time limits such as 60 or 90 days.
	Fill or Kill Order: Less common than the two favorites listed above, a fill or kill is a [ts]Limit Orders[tm]An order that only executes which the target price has been reached.[te] that you want executed immediately. If your order cannot be filled exactly as placed, it is immediately killed or canceled.

Finally, understand that a new order typically cancels a former order. For example, let’s say you issue a day order to your broker combined with a stop order. You rethink your decision and issue a GTC. Your day order is canceled and replaced with a GTC.
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 Once you have the ticker symbol for the company you wish to trade, you are ready to place your first order.
Go to your virtual trading account and you’ll see several options for order type—market, limit and stop.

You have already found the symbol to trade “LUV” and you can enter any quantity of shares to buy. Many virtual trading accounts implement a position limit that forces you to diversify so you can buy up to 25% of your portfolio value. At real-money brokers, of course, you can “put all of your eggs in one basket” and buy as many shares of a stock as your cash and buying power will allow.
There are several different types of orders you can use when you place a trade. A few of the most popular and those you should become familiar with include:
	[ts]Market Orders[tm]An order that executes immediately at the best available price.[te]: The simplest variety, a market order instructs your broker to execute your order immediately at market prices, whatever they may be. Depending on which “hat” you’re wearing (buyer or seller), as long as there are other willing buyers or sellers of the stock you want to acquire or dispose of, your order should be quickly carried out. Your buys will always be executed at the best ask price, and your sells will be executed at the best bid price.
	[ts]Limit Orders[tm]An order that only executes which the target price has been reached.[te]: When you place a limit order, you’re asking to buy a stock at no more than or sell a stock at no less than a specified price that you set. For example, suppose you decide you want to buy shares of LUV at $9.25 when it is currently trading at $9.45. You would place a limit buy order for $9.25 which should fill if the price drops down to $9.25 or lower. Once you buy the shares, you might want to place a limit sell at $10.00 which should fill if the price gets to $10.00 or higher.
	Stop Order: When you place a Stop Order, you are asking to buy a stock once a certain upper price point is reached, or to sell a stock once a lower stock price has been reached. For example, suppose you bought your LUV shares at $9.25 and instead of placing a Limit Sell Order at $10.00 you decide to place a Stop Sell Order at $8.75. This order, also known as a “Stop Loss” order, would sell your LUV shares if the stock price dropped to $8.75. These orders are used to limit your losses. A Stop Buy Order would be used if LUV was trading in a $9.25 to $9.50 range and you only wanted to buy it if the stock price spiked up to $9.60. People use Stop Buy orders so that they can buy a stock only when it breaks out of a narrow trading range.
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You can easily use the quote page on your brokerage account to locate stocks you might want to buy. If you know the ticker symbol you want to buy, or know the co
 mpany’s name, you should be successful in locating the current price and status of any publicly traded security. Remember, some companies have multiple classes of stocks and/or other securities. You should know exactly what stock or security you’re looking for so you don’t get incorrect information and pricing.
Type in “LUV” into the quotes page on your free trading account and should get something like this:

You should become comfortable with the data you receive when you look up a stock. Here are some brief explanations of the numbers:
	Last Price: The most recent price that the stock has traded.
	Today’s Change: The change in price (and the percentage change) compared to yesterday’s closing price.
	Today’s open: The first price at which this stock traded when the markets opened up this morning. Note that stocks DO NOT open at the same price that they closed at the day before.
	Volume: This indicates the number of shares that have traded today. Some stocks may trade millions of shares each day, and others only trade a few hundred or even zero shares per day.
	Previous Day’s Close: This number is the price of the stock for the last trade of the previous day.
	Bid/Ask:  The “bid” is the highest price a buyer is currently willing to pay for a stock, while the “ask” is the lowest price at which a seller is currently willing to sell (sometimes this is also called the “offer”). The size is the number of shares for the bid or ask price.
	52 Week High/Low: This is the highest/lowest price the stock has traded at during the last 52 weeks and allows you to compare the current price to its 52 week range.
	Charts: Stock charts come in a variety of formats. They all track pricing data, usually the OHLC (open, high, low, close), but they can display this information with different styles (lines, bars, candlesticks), different date ranges (day, week, month, year, 5 years) and other information like volume, moving averages and dozens of other indicators. If you like pictorial representations, you’ll find charts for every statistic and relationship for stocks.
	Annual Dividends: Dividends are cash payments that some companies make as a way of returning operating profits to the shareholders. If you own enough stock, you might have a wonderful income just from your stock dividends.
	Annual [ts]Dividend Yield[tm]The annual dividend amount divided by the current stock price.[te]: This is an important measure of return of the stock and is calculated as the Annual Dividend amount divided by the current stock price. If the stock is at $10.00 and the company pays out a cash dividend of $0.50, then the Annual Dividend Yield is 5%.
	EPS: Earnings Per Share displays the company’s earnings (profit) per share. It is calculated by dividing the company’s most recent annual income by the number of shares outstanding.
	Beta: Beta is used to measure the volatility of a stock as compared to the market as a whole. A beta of 1 means that it moves equally with the market. A beta greater than 1 means the stock moves up or down more quickly than the market overall; a beta between 0 and 1 means the stock doesn’t move as much as the market, and a negative beta means the stock moves in the opposite direction of the market.

[mark]Find a website that gives you the type of information you are looking for when you get stock quotes.[endmark]
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 The first thing you must understand about trading stocks is that the exchanges have assigned each stock a unique “ticker symbol” for identification purposes. When researching stocks, getting quotes, and placing trades, you usually have to know the ticker symbol.
Stock ticker symbols are usually 1 to 5 letters long. (Occasionally they contain a “.” or a “-” to designate a subtle difference or class of shares.). Some of the oldest and biggest companies have only one letter as their stock symbol:
	C (Citigroup)
	F (Ford Motors)
	S (Sears)
	T (AT&T)
	X (U.S. Steel)
	Z (Woolworth)

Ticker symbols for some of the largest and most widely held stocks are below. These are the 30 stocks that make up the Dow Jones Industrial Average that you hear quoted all of the time:
The Dow Jones Industrial Average consists of the following 30 companies:
	Company	Symbol	Industry	Date Added
	3M	MMM	Conglomerate	1976-08-09 (as Minnesota Mining and Manufacturing)
	Alcoa	AA	Aluminum	1959-06-01 (as Aluminum Company of America)
	American Express	AXP	Consumer finance	1982-08-30
	AT&T	T	Telecommunication	1999-11-01 (as SBC Communications)
	Bank of America	BAC	Banking	2008-02-19
	Boeing	BA	Aerospace and Defense	1987-03-12
	Caterpillar	CAT	Construction and Mining Equipment	1991-05-06
	Chevron Corporation	CVX	Oil & gas	2008-02-19
	Cisco Systems	CSCO	Computer networking	2009-06-08
	Coca-Cola	KO	Beverages	1987-03-12
	DuPont	DD	Chemical industry	1935-11-20 (also 1924-01-22 to 1925-08-31)
	ExxonMobil	XOM	Oil & gas	1928-10-01 (as Standard Oil)
	Walgreens-Boots Alliance	WBA	Pharmacy and Healthcare	2018-06-07
	Hewlett-Packard	HPQ	Technology	1997-03-17
	The Home Depot	HD	Home improvement retailer	1999-11-01
	Intel	INTC	Semiconductors	1999-11-01
	IBM	IBM	Computers and Technology	1979-06-29
	Johnson & Johnson	JNJ	Pharmaceuticals	1997-03-17
	JPMorgan Chase	JPM	Banking	1991-05-06 (as J.P. Morgan & Company)
	Kraft Foods	KFT	Food processing	2008-09-22
	McDonald’s	MCD	Fast food	1985-10-30
	Merck	MRK	Pharmaceuticals	1979-06-29
	Microsoft	MSFT	Software	1999-11-01
	Pfizer	PFE	Pharmaceuticals	2004-04-08
	Procter & Gamble	PG	Consumer goods	1932-05-26
	Travelers	TRV	Insurance	2009-06-08
	United Technologies Corporation	UTX	Conglomerate	1939-03-14 (as United Aircraft)
	Verizon Communications	VZ	Telecommunication	2004-04-08
	Wal-Mart	WMT	Retail	1997-03-17
	Walt Disney	DIS	Broadcasting and Entertainment	1991-05-06

Some ticker symbols have a sense of humor like LUV (Southwest Airlines), and YUM (Yum Brands), which owns Kentucky Fried Chicken, Taco Bell and Pizza Hut.
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Glossary
	Ask Price:
	The price that sellers want to sell for is called the “Ask” price.
	Bear Market:
	A prolonged period of pessimism and falling stock prices that seems to feed on itself and generates even more pessimism and even lower stock prices.
	Bid Price:
	The price that buyers are willing to pay is called the “Bid” price.
	Bull Market:
	A prolonged period of optimism and rising stock prices that seems to feed on itself and generates even more optimism and even higher stock prices.
	Business Cycle:
	The typical business cycle consists of periods of economic expansion, contraction (recession) and recovery to a new peak.
	IPO:
	IPO stands for Initial Public Offering. This represents the FIRST opportunity for the public to purchase shares in a particular company.
	Recession:
	A recession occurs if a business cycle contraction is severe enough and the GDP declines for 2 consecutive quarters.
	Stock Exchange:
	Stock exchanges are simply organizations that allow people the ability to buy and sell stocks.

Further Reading
	What are Stock Symbols?
	Bid Price
	Ask Price
	Understanding Market Cycles: The Art of Market Timing
	Buy and Hold Strategy
	Overview of Online Brokers
	Return on stocks
	What are Mutual Funds?
	Myths About Stock Market Investing

Exercise
If you haven’t already place at least one stock trade.
	Make at least one trade of an index ETF and a Gold ETF in your practice account.

Read some financial web sites and turn on some financial TV shows and see where the “experts” think we are in the economic cycle. Are we in a recession or are we in an expansion phase?
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 As a newer investor, you should also be aware that you can save some research time by investing in mutual funds instead of individual stocks. Mutual funds contain a mix and diversity of stocks in which you will spread out one investment into many small blocks of shares.
Mutual funds and ETFs (exchange traded funds) have been available since the mid-1970s (mutual funds) and early 1990s (ETFs), attracting billions of investment dollars. An easy way for investors to diversify their portfolio without doing extensive research on individual companies and stocks, they are attractive to the casual or, perish the thought, lazy investor. Over time, mutual funds, ETFs, and Index ETFs (funds specializing in and tied to an industry index) have performed quite well.
You should understand, however, that few of these funds have outperformed the market in general. More than 90% of mutual funds fail to beat the S&P 500 index (a compilation of the 500 biggest U.S. stocks) every year, making mutual funds an expensive way to pay for diversification and risk management.
One of the many reasons that funds cannot beat the markets is because of the obvious expenses that they have. They buy ads in magazines and on TV. They have large legal and accounting expenses. And they have to mail you your statements every month. Some mutual funds charge rather large fees for trades and/or management. Always learn about these fees before you decide which mutual fund is best for you. In most cases, these fees reduce your return by 0.50-2.00% and make investing in individual stocks by yourself the logical choice.
One of the myths about the stock market is that you get what you pay for and that by paying big fees, you’ll get a big return on your return. That simply isn’t true and, in fact, the opposite is more often true: low fees and no expenses usually lead to the biggest returns on your money.
To learn about other market myths, see Myths About Stock Market Investing.
The stock markets of the world are a wonderful opportunity to increase your wealth. However, you must bring your brain and knowledge with you when you enter these waters. It’s important that you learn all that you can about the market: how it works, market cycles, how it faces roadblocks and problems, and how you should react to the highs and lows that eventually occur. Be strong, be confident, be smart, hopefully be lucky – and be profitable!
Take Chapter 2 Exam
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 While the wild roller coaster swings of the market make the media highlights, stocks remain an excellent choice to achieve a high – and steady – return. In finance textbooks, this is called return on investment (ROI) and is one of the most important measures of all investments choices. After all, when comparing different investment choices, isn’t it all about how much money can be earned upon an investment?
Over time, stocks have proven to achieve a consistently high ROI. For example, over the entire century, from 1900 to 2000, global stocks returned 9.2% on average, per year (U.S. stocks returned an even better 10%!) while bonds generated 4.4%, and cash (short-term Treasuries) returned only 4.1% on average, per year.
The difference between investing in stocks versus staying in cash and earning short-term Treasury rates over a lifetime of saving can end up being hundreds of thousands of dollars! Take a look at the chart below of two different investors. One invested in cash (Investor A), the other in stocks (Investor B). Both investors had the exact same amount of money to invest ($100,000) and same amount of time to see their investments grow (20 years). Look at the difference:

Investor A ended up with $214,567, a 114% return – not bad. But Investor B who bought stocks ended up with $532,590, a 433% return!!! By investing in stocks by simply buying the broad stock market through the S&P 500 index, Investor B made $317,823 more money than Investor A who remained in cash and earned short-term Treasury rates..
Uninformed people think you can get rich or poor fast with stocks as compared to other more stable investments. You certainly could achieve these dubious results. However, if you follow the simple rules you learn in this course, you will prevent yourself from falling into that trap. It is a fact: over the last 100 years, stocks have proven to be the BEST investment despite their daily – sometimes hourly – ups and downs.
[mark]You must understand our emphasis on the long-term value of investing in the stock market. Investing in the stock market will not allow you to “get rich quick” but, as the last 100 years prove out, investing in stocks WILL allow you to “get rich slowly.”
 However, timing and your investment horizon (the amount of time you have to leave your money invested) will determine your success. Take a look at this table below. If you had only 1 year to invest in the stock market, over the last 100 years you could have earned anywhere between 61% and -39% in that 1 year. But if you had 10 years to invest in the stock market, you would have AVERAGED somewhere between 19% and 0.50% per year, with a likely return of 11.10%.
US Stocks Average Returns for Different Holding Periods	Years	Highest	Lowest	Average
	1	61.00%	-39.00%	13.20%
	3	33.00%	-11.00%	11.60%
	5	30.00%	-4.00%	11.90%
	10	19.00%	0.50%	11.10%
	20	15.00%	6.40%	9.50%

[endmark]
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 When you are ready to make your first trade you must open a brokerage account. Brokers generally fall into two categories: full service and discount brokers. Full service brokers like to make the decisions for you and will call you frequently with their ideas, suggestions and corporate research—but they will also charge you a hefty commission for the service they provide. Full service brokers generally want you to have at least $100,000 in cash to invest.
Finding the right full service broker is somewhat like locating the right doctor, accountant, lawyer, or psychologist. Sometimes you have to kiss many frogs before you find your prince. At other times, you can get a strong recommendation from a trusted friend or family member for a broker and you may have immediate chemistry with their broker. Much depends on how active you want to be in the investment market and which types of investments you favor (stocks, mutual funds, bonds, etc.).
The very fact that you have read this far indicates that you want to be more of a do-it-yourself type of person, so a discount broker is probably all you need. Discount brokerage accounts are easy to open, and generally require as little as $1,000 open an account.
For more information about how to choose a stock broker, see some of the ones we have reviewed here: Overview of Online Brokers.
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  The mere perception that a market is becoming Bearish is not a predictor of disaster. Fortunes have been made in [ts]Bear Markets[tm]A prolonged period of pessimism and falling stock prices that seems to feed on itself and generates even more pessimism and even lower stock prices.[te]. The trick is to know when one is coming and react appropriately.
If you can learn to anticipate market trends before they occur, you will become a very successful investor.
Be careful though. Timing, which can make or lose you money, is not easy to master. There is no underlying secret to getting it right.
Because timing markets requires you to be correct twice: first when you buy a stock at a cheap price and a second time when you sell it back at a higher price. Most investors have a hard enough time simply buying low, let alone selling high.
This difficulty in market timing has led many investors to adopt a “Buy and Hold” strategy where they buy a stock and hold it for as long as it is profitable. When famed billionaire investor Warren Buffet was asked how long he likes to own a stock, he shot back, “Forever.”
Also, remember that there can be serious costs if you have poor market timing. Unlike some other investments (e.g., real estate), stock trading often comes with a short clock. Prices can change – for better or worse – very quickly. Even expert stock traders experience losses because of timing. The best thing an investor can hope for is merely to be right a bit more often than be wrong.
[mark]When trading stocks, we all would like to consistently buy at the bottom and sell at the top of a stock’s trading range. But you need to accept the fact that this is impossible. A good target is to try to buy in the bottom 25% and sell in the top 25% of a stock’s trading range–that is a more reasonable goal.[endmark]
The table below shows that over 5,037 days (a 20-year period from 1994 to 2013), $10,000 invested in an S&P 500 index would have generated a gain of $58,352.


If an investor tried to time the market and missed the top 20 days with the largest gains in that 10-year period, they would have ended up with a different result—a loss of $360! Missing just 5 of the biggest days drops your annually return from 9.22% to 7.00%.
Nevertheless, don’t let the dangers of timing the market dissuade you from trying to learn and recognize the trends in order to buy low and sell high.
 [mark]Remember that stock market prices are based on future earnings potential, and not necessarily past or current results. Therefore, even though the economy might be in a [ts]recession[tm]A recession occurs if a business cycle contraction is severe enough and the GDP declines for 2 consecutive quarters.[te], that doesn’t mean that stock prices must be falling. If the majority of investors feel that the recession has ended and a [ts]Bull Market[tm]A prolonged period of optimism and rising stock prices that seems to feed on itself and generates even more optimism and even higher stock prices.[te] is coming soon, stock prices will start going up in anticipation of the next bull run.[endmark]
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 Bull and [ts]Bear Markets[tm]A prolonged period of pessimism and falling stock prices that seems to feed on itself and generates even more pessimism and even lower stock prices.[te] play a strong role in extending or ending [ts]business cycles[tm]The typical business cycle consists of periods of economic expansion, contraction (recession) and recovery to a new peak.[te]. Millions of words have been written about Bull and Bear Markets, but here is what you need to know:
	When a [ts]Bull Market[tm]A prolonged period of optimism and rising stock prices that seems to feed on itself and generates even more optimism and even higher stock prices.[te] exists, the majority of investors feel very positive about the current business cycle, the stock market, and the overall condition of the U.S. and/or global business. More and more investors leave the spectator position and get in the game by buying stocks. More investors mean more money in the market. More money in the market usually translates to more buying activity and higher stock prices. This is a perfect example of supply and demand in action.
	Bear Markets indicate the opposite philosophy of large sectors of the investment community. Investor confidence is down and the community perceives that the current business cycle is at or in a downturn. Many investors tend to become spectators, not players, and sell stocks. They are fearful about the prospects for investing and as money leaves the market, stock prices tend to drop. Investors then take their cash and usually buy safer investments like U.S. Treasury and Corporate bonds. (Bond prices then rise, making their yields less attractive, thereby slowing the exodus from the stock market.)

The reason why these two market extremes are called “Bull” and “Bear” is not clear. Some say that a Bull wants to “buck up” prices while the Bear wants to “claw down” prices. In any case, the Bull and Bear are iconic symbols on Wall Street that are continually fighting each over for control over the market’s overall direction.
As an investor, you need to know who is winning this battle between the Bull and the Bear and invest appropriately. Once you understand the trend – Bull or Bear – treat the trend as your friend.
This cliché, “the trend is your friend”, is one you must remember. If we are in a Bull market and the trend is up, then it is a perfect time to buy low and sell high. In a Bear market, the trend is also your friend, and there are ways to make money when stock prices are declining.
[mark]”The trend is your friend” and “buy low and sell high” are great clichés to remember. In a Bear market, another cliché is “sell high and buy low”. This is called Selling Short and this topic will be discussed next in Chapter 3. Also, another hot cliché is to “buy high and sell higher.” This one is about identifying stocks with strong momentum and that are breaking out of a narrow trading range—more about Momentum Trading in Chapter 8.[endmark]
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 Now that you know what the stock market is and what role the [ts]Stock Exchange[tm]Stock exchanges are simply organizations that allow people the ability to buy and sell stocks.[te] play, let’s take a step back and look at how stock prices and the economy move. As you might expect, timing is extremely important in investing because you must learn how to time your buys and your sells.
Your first requirement is to understand ” [ts]business cycles[tm]The typical business cycle consists of periods of economic expansion, contraction (recession) and recovery to a new peak.[te].” Understanding what business cycles are is relatively easy to do, but predicting them is nearly impossible and even the best economists at Harvard University rarely agree.
If you are over the age of 18, you know that business cycles exist. We have all heard the terms of [ts]recession[tm]A recession occurs if a business cycle contraction is severe enough and the GDP declines for 2 consecutive quarters.[te], depression, expansions, boom, and bust. The economy seems to go strong for a while where everyone has a job, feels optimistic about the future and we hear the stock market setting new highs. Then it seems as if overnight, we hear about companies that have overbuilt, laying people off and freezing wages. You may not have realized it then, but you were riding the ups and downs of a business cycle.
Don’t confuse one company’s sudden success with business cycles. Fads and single industries or conditions seldom influence a business cycle. Like a perfect storm, business cycles are the product of multiple components. As a newer investor, you should understand and accept that they happen. It’s never a question of “if,” only “when” a business cycle will peak or bottom out. Investing just before a peak can be costly. Conversely, investing at the bottom can be quite profitable.
The typical business cycle consists of periods of economic expansion, contraction (recession) and recovery to a new peak as seen in the graph below:

A business cycle is usually identified as a sequence of four phases:
	1. Contraction (A slowdown in the pace of economic activity)
	2. Trough (The lower turning point of a business cycle, where a contraction turns into an expansion)
	3. Expansion (A speedup in the pace of economic activity)
	4. Peak (The upper turning of a business cycle)

A recession occurs if a contraction is severe enough and the GDP declines for 2 consecutive quarters. During recessions, which generally last 1 or 2 years, interest rates decline to help stimulate new business. A deep trough is called a slump or a depression.
Now, here’s the premise behind economic cycles: They are more than just mere fluctuations in economic activity; they are significant oscillations of human behavior consistent and powerful enough to impact the economy. Sometimes the business cycle moves in shorter cycles, and occasionally it might take a decade to recover back into a growth mode (think Depression here).
Economists and Wall Street argue all of the time about when we have topped out and when we have bottomed out. That is why so much attention is paid to the economic indicators that the U.S. Government releases monthly or quarterly like the Indicators below:
	Indicator	Source	Frequency
	Advance Monthly Sales for Retail and Food Services	Census Bureau	Monthly
	Advance Report on Durable Goods	Census Bureau	Monthly
	Construction Put in Place	Census Bureau	Monthly
	Gross Domestic Product	Bureau of Economic Analysis (BEA)	Quarterly Data, Revised Monthly
	Manufacturers’ Shipments, Inventories, and Orders	Census Bureau	Monthly
	Manufacturing and Trade: Inventories and Sales	Census Bureau	Monthly
	Monthly Wholesale Trade	Census Bureau	Monthly
	New Residential Construction	Census Bureau	Monthly
	New Residential Sales	Census Bureau	Monthly
	Personal Income and Outlays	Bureau of Economic Analysis (BEA)	Monthly
	U.S. International Trade in Goods and Services	Census Bureau & Bureau of Economic Analysis (BEA)	Monthly
	U.S. International Transactions	Bureau of Economic Analysis (BEA)	Quarterly

For the purposes of this introductory course, suffice it to say that you must start paying attention to the cycle the current economy is in. If you want to explore further the deep and fascinating world of cycles, here are some of the more important cycles you should look at:
	The Kitchin Cycle
	The Juglar and Kuznets Cycles
	The Kondratieff (Kondratiev) Wave
	The Schumpeterian Cycle of Innovation
	The Armstrong Cycle of Economic Confidence

Knowing where you are in the overall business cycle is very important as an investor. As you might expect, just as the economy moves in cycles, so too does the stock market. In fact, the stock market generally moves in advance of the business cycle because the stock prices are based on both past earnings and future expectations of earnings.
Furthermore, as the economy is moving in its cycles and the stock market is moving in its cycles, stocks also move in cycles. After all, you can find the best stock to buy in the world, but if it is not timed well with the overall business and market cycles, it may turn into a loss. Every stock or asset class goes through a classic cycle that is similar to the business cycle. Here is a diagram of the four stages of a stock’s cycle:

Now compare these charts with a chart of how the market has performed since 1900. This is a chart of the Dow Jones Industrials Average. This is simply a composite price of the 30 largest companies in the U.S. and is used as a benchmark as to how the market is performing overall. You will note many up and downs in the market, but with the overwhelming trend being up.

When you look at the chart of any stock or index, it typically moves in cycles that are closely related to the overall business cycle. For more information on timing stock picks with business cycles, our article here: Understanding Market Cycles: The Art of Market Timing

 chapter2
 2-04 Public versus Private Companies & IPOs versus Secondary Market Securities
  Written by Mark Brookshire 


[investing101logo]
 Now that you know what an exchange is, it’s necessary to make a very important distinction between what shares trade on exchanges and what shares don’t.
Most companies are private companies and don’t trade on exchanges. The barber shop and the florist on the corner, the guy that cuts your grass, and the plumber that fixes your sink are all likely small companies that are owned by the founder.
As companies grow, they typically find they need additional money to expand. This extra cash can come from company profits, the founder’s personal funds, borrowing (think debt and bonds here), or giving away part of their ownership (think equity here). Selling ownership to a few friends and family would be considered a “private offering” where just a dozen or so people buy ownership, but selling ownership to hundreds or thousands of investors is what is referred to as a “public offering”.
When a company decides to “go public”, they enlist an investment banking or brokerage firm to sell their shares to the public. You may have heard the term “[ts]IPO[tm]IPO stands for Initial Public Offering. This represents the FIRST opportunity for the public to purchase shares in a particular company.[te]”. IPO stands for Initial Public Offering. This represents the FIRST opportunity for the public to purchase shares in a particular company. Until a company’s IPO date, they have been functioning as a privately held entity. One or a few people owned all of their stock and they were not registered or approved by the SEC (Securities Exchange Commission).

As a potential investor, you should understand a bit about the IPO process from its beginning. The IPO doesn’t happen on a whim. At a bare minimum, it involves the following.
	Compiling an impressive “track record” in business, displaying good profits and future income trends.
	Carefully considering the following:	Market for the stock (Would people be interested in buying shares?)
	Ramifications of giving up large chunks of ownership to others
	The potential benefits (How much money could it raise?)
	The high cost of lengthy IPO preparation (There is a ton of paperwork required.)
	How the new money could help grow the company


	Assembling a team of accountants, attorneys, and advisors who are experienced in IPOs and SEC registration and approval.
	Being financially stable enough to afford the time (the process is time consuming and time sensitive) and the large expense of assembling all the SEC-required paperwork (which is massive and detailed), which is necessary to obtain approvals and permissions for an IPO.
	Locating a securities dealer or investment bank willing to sponsor your IPO to the investment market. These entities are the underwriters of your first public sale of stock.

As an investor, you should be aware that you are typically taking more risk when dealing with an IPO than with other stock purchases. Since the company has never had publicly traded stock, you have little assurance that their IPO price will stabilize or increase. However, sometimes you encounter an IPO like Google (GOOG) and your newly acquired stock may double, triple or even quadruple in a short period!
When you buy shares of an IPO, your money goes directly to the firm that you are investing in and they use it for their expansion plans. After you have bought shares in an IPO and you want to sell your shares, you must sell them on the secondary market, like the NYSE, AMEX, or NASDAQ. These shares that trade on exchanges are owned by individuals and other businesses and are sold to other individuals and businesses. When a stock trades on one of the exchanges, no more cash goes back to the company. This is in contrast to an IPO, where the seller is the company marketing their own stock and the company gets the cash from the sale of their stock. The secondary market is the major purveyor of securities around the world.
To see the latest IPO’s hitting the market, see Yahoo!’s IPO center.
 [mark]Don’t think that just because you have a brokerage account at Etrade or Schwab that you will be able to participate in an IPO. The investment banks typically sell those initial shares to other banks, brokerage firms, and high net-worth individuals. When Google went public, E*trade was given the right from Google to sell a certain number of shares, and you had to enter a lottery with Etrade to win the right to buy 100 shares of Google. I didn’t win the Etrade lottery for the Google IPO but one of our employees did. He bought 100 shares at $85 and sold it within 30 days at $125. He made a great 50% in 30 days, but within a year the stock hit $299 for a staggering 252% gain.[endmark]
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In addition to the New York Stock Exchange, there is also the American Stock Exchange (AMEX) and NASDAQ. In the past, the NASDAQ was for smaller companies that were just getting started, and it was prestigious for them to move up to the NYSE or AMEX. These smaller companies included a few you might have heard of, like Apple Computer (AAPL),Intel (INTC), and Microsoft (MSFT). In the past decade, with the success of the NASDAQ and the linking of these exchanges via computers, companies don’t bother switching from one exchange to the other like they use to.
When you place an order with your stock broker, your stock broker sends your request to one of the [ts]Stock Exchange[tm]Stock exchanges are simply organizations that allow people the ability to buy and sell stocks.[te] to see what the best price is. The price that buyers are willing to pay is called the “Bid” price and the price that sellers want to sell for is called the “Ask” price.
If you are willing to accept the current prices being quoted, your broker will send your order as a “market” order meaning you will get filled at the best price available when your order hits the exchange. If you are buying stock, you will get filled at the price the sellers are “asking”, and if you are selling, you will get filled at the price that buyers are “bidding.” The system is very efficient, and the difference between the bid and the [ts]ask price[tm]The price that sellers want to sell for is called the “Ask” price.[te], known as the bid/ask spread, is usually only a few cents.
Seeing the Bid/Ask prices in the North American exchanges are not free – you generally have to pay to see them. That is one way that the exchanges make money.
Even with this growth of computers, the stock exchanges themselves still function much as they have for many years. Should you watch some video or visit a stock exchange, you will still see a morass of apparent chaos, with people running around with handfuls of small pieces of paper containing purchase and sales orders. If you witnessed this chaotic activity at almost any other business, you’d naturally assume bankruptcy, a tornado, or a tsunami was at the front door.
Yet talk to any trader on the floor of an exchange and they’ll tell you it all works well. While it appears to be total, unbridled chaos, the system has worked for many years and continues to be effective today.
Most stock exchanges are actually incorrectly named. Their former identity, securities exchanges, is more correct. Along with equity securities (stocks), stock exchanges also typically facilitate trading of options, bonds, pooled investment products (e.g., mutual funds), investment trusts, commodity futures and some of the other financial products defined in Lesson 1.
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 In the mid 1600s simple fences denoted plots and residences in the New Amsterdam settlement in what we now call lower Manhattan Island. This location on the island was critical as it allowed easy access to both the Hudson River and the East River. To protect this settlement, in 1653, the Dutch West India Company led the construction of a strong barrier, a 12 foot high wall of timber, as a defense against attack from Native American tribes.
In 1685 the city planners laid out a street running parallel to this 12 foot high wall and for lack of a better name called it “Wall Street.” Wall Street continued to grow in popularity, and in 1789, the Federal Hall building at the corner of Wall Street was the scene of the United States’ first presidential inauguration of George Washington. This is also the same location where the Bill Of Rights was passed into law.
In the late 18th century, a group of traders and speculators started meeting underneath a large, shady, buttonwood tree on Wall Street to trade investments informally. In 1792, twenty-four of theses most active traders formalized their association with the Buttonwood Agreement.
A [ts]Stock Exchange[tm]Stock exchanges are simply organizations that allow people the ability to buy and sell stocks.[te] also developed in Philadelphia at about the same time period, and the founding members of the Buttonwood Agreement, fearing the success of the Philadelphia exchange, formally created the New York Stock and Exchange Board on March 8, 1817. Originally, there were five securities traded in New York City with the first listed company on the NYSE being none other than the Bank of New York.
In 1889, the newspaper that was the first to list stocks and their afternoon prices, called the Customers’ Afternoon Letter, changed its name to The Wall Street Journal for obvious reasons.
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 So what exactly are “Wall Street” and the “New York [ts]Stock Exchange[tm]Stock exchanges are simply organizations that allow people the ability to buy and sell stocks.[te]”? You have probably heard these words thousands of times, but unless you are a stock owner they might have gone in one ear and out the other.

Stock exchanges are simply organizations that allow people the ability to buy and sell stocks, and a stock is simply a representation of fractional ownership in a company. Think of a stock exchange as a cross between a neighborhood flea market and an auction. The flea market part of the analogy is to show that there is a central gathering place for buyers and sellers of various products, and the auction part is to show that whatever is being bought and sold is done so at the best possible price for all of those in attendance.
Each day at the exchange (flea market) brings a new group of individuals with different expectations and different amounts and quality of products to sell. These differences result in slight prices changes each day.
The stock exchanges, through the use of computers, allow for simultaneous auctions going on for every stock that trades on the exchange every second that the exchanges are open. When the buyers and sellers agree on a price, a trade occurs; when buyers and sellers don’t agree on a price, a trade does not occur, but the computers show what price the buyers are willing to pay and what price the sellers are willing to sell.
The stock exchanges provide a convenient environment that allows buyers to buy and sellers to sell quickly and easily. The super sophistication and speed of computers has only helped all investors and stockbrokers receive up-to-the-second prices and execute trades faster.
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	Bond (Corporate, Treasury, or Municipal):
	A debt obligation of a company, the U.S. Treasury Department, or a city where the borrower receives funds (usually in increments of $1,000), makes semi-annual interest payments based on the coupon rate, and eventually repays the borrowed amount ($1,000) to the lender at the maturity date of the bond.
	Certificates of Deposit (CDs):
	An investment choice at most banks where you agree to deposit a specific amount of money for a fixed period of time (this is called the maturity). By agreeing to keep your money at the bank for a certain length of time, the bank usually pays you an interest rate higher than savings and Money Market accounts.
	ETFs:
	Exchange Traded Funds are a cross between mutual funds and stocks. ETFs are simply a portfolio of stocks or bonds or other investments that trade on a stock exchange just like a regular stock does.
	Money Market Account:
	An account typically found at a bank that usually pays a higher interest rate than savings accounts, but limits the number of transactions you can make in a month.
	NAV:
	Net Asset Value of a mutual fund at the end of the business day. It is the equivalent of a share price of a stock.
	Stocks:
	Stocks are “equity investments” which means that individuals that own stock shares of a company actually own part of that company.
	Yield Curve:
	A graphical representation of the relationship between yield and maturity. Yield or return is on the vertical axis and the maturity on the horizontal axis. Generally the shorter maturity investments have lower yields and the longer maturity investments have higher yields.

Further Reading
	Benefits of CD’s (Certificates of Deposit)
	What is a Stock?
	What is a Stock Index?
	What are Mutual Funds?
	What is an Exchange Traded Fund (ETF)?
	What is the S&P 500 Index?
	Benefits of an Exchange Traded Fund (ETF)
	What are Bonds? What is the Call Risk of Bonds?
	Profit from a falling Dollar with Currency ETFs
	Investing in Real Estate through REITs
	Introduction To Stock Trading Risk Management

Exercises
Browse through the business section of any major newspaper, (online is ok) and look for stories about the different types of investments: CD’s, Bonds, Stocks, Mutual Funds, ETFs, Precious Metals, and Real Estate.
	MSN
	Fool
	The Street
	Finance.yahoo.com
	Bonds on Finance.yahoo.com
	Funds on Finance.yahoo.com
	MorningStar

Can you recognize the different types of investments just by looking at the headlines? If not, don’t worry, we’ll go into detail about these investments in greater detail in the chapters that follow.
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 Regardless of your choice of investment types, you should learn about and understand the correlation of risk to the size and type of your investments. First, become familiar with the traditional risk levels of various types of asset groups ( [ts]stocks[tm]Stocks are “equity investments” which means that individuals that own stock shares of a company actually own part of that company.[te] , [ts]bonds[tm]A debt obligation of a company, the U.S. Treasury Department, or a city where the borrower receives funds (usually in increments of $1,000), makes semi-annual interest payments based on the coupon rate, and eventually repays the borrowed amount ($1,000) to the lender at the maturity date of the bond.[te], real estate, etc.) and compare this data with classic expected returns in different economic climates.
Use this historical information in conjunction with the projected investment horizon for the future to identify your own comfort level and threat index. Use all the solid expert data you can find. For example, if gold values typically increase when the real estate market spirals downward, build this probability into your investment strategy.
Remember, there is no risk-free rate of return or investment. The key is to establish the risk, evaluate the potential return in light of this risk, and decide which investments suit your personality. Your journey into the investment world has now begun. Enjoy the ride!
Chart of returns over time by investment type.	Investment	Risk Level	Potential Returns
	Bank Certificates of Deposit	Very Low	Very Low
	U.S. Treasury Bonds	Very Low	Low
	Municipal Bonds	Low	Low – Medium
	Corporate Bonds	Low – Medium	Medium
	Real Estate	Low – Medium	Low – Medium
	Stocks (Mutual Funds, [ts]ETFs[tm]Exchange Traded Funds are a cross between mutual funds and stocks. ETFs are simply a portfolio of stocks or bonds or other investments that trade on a stock exchange just like a regular stock does. [te] )	Medium	Medium – High
	Precious Metals (Gold, Silver)	Medium – High	Medium – High
	Leveraged ETFs	High	High – Very High
	Options	High – Very High	Very High
	Currency FX	Very High	Very High

[mark]The single most important point to consider when investing is to have clear and reasonable objectives, which includes knowing how long you are planning to invest. “Making as much as you can as fast as you can” is not a clear, reasonable objective. “Investing $500 a month and earning a 5% annual return for the next 10 years so I can put my kids thru college” is a clear and reasonable objective. If you are young then you should be taking some risks because you have time working in your favor. If you are approaching retirement age and need monthly income and need to protect your nest egg, then you should consider that in your investment selection.[endmark]
Take Chapter 1 Exam
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 For those just beginning, a good point of reference is the recent performance of the common investments described above. How have they done over the last five years? These charts illustrate their performance over the same time period. When looking at the charts, keep in mind what you read earlier in the lesson and what you’ve heard about the economy in the news.
For example, regarding real estate, you’ll see the price of homes has fallen from 2006 to 2009, in part owing to a bad economy. As we stated: In normal or expanding economies, real estate investing can be quite lucrative and relatively safe. In down markets, both the potential rewards decline and the possible risks escalate quickly.
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Buying and selling real estate as an investment strategy is quite different from simply buying a home or commercial building. Just as important in determining FMV (fair market value) as comparable properties are when buying a home, the income stream generated by a property is a primary component for an investor. You typically have three options if you want to invest in real estate:
	Buy specific pieces of residential and commercial property
	Invest in mutual funds focused on real estate investments or a REIT (real estate investment trust). REITs invest in properties like shopping centers and other rental properties, and therefore, generally pay off a high dividend as long as they properties they invest in stay leased.
	Invest in MBS (mortgage-backed securities) or MBO (mortgage-backed obligations)

In normal or expanding economies, real estate investing can be quite lucrative and relatively safe. In down markets, both the potential rewards decline and the possible risks escalate quickly.
To invest in the Real Estate market in the stock market, you can trade REITs, ETFs like SRS, or the [ts]stocks[tm]Stocks are “equity investments” which means that individuals that own stock shares of a company actually own part of that company.[te] of any of the following home building companies:
	DR Horton (DHI)
	Toll Brothers (TOL)
	Lennar (LEN)
	Pulte Homes Inc (PHM)
	Centex Corp (CTX)

If you don’t want to trade REITS publicly, you can also invest in real estate privately with a company like Fundrise. Find out more about Fundrise.   
[mark]If you plan on living in a city for more than 5 years, you should buy a house. After you have a house and you have started to grow your nest egg, buy a vacation home somewhere that you want to go to for the next 20 years. Just as you should never put all of your money in one stock, you should never have all of your personal wealth in the stock market. Use REITS in your stock portfolio if you are seeking high dividend yields, but ALWAYS get out before the next recession hits. Home building stocks are generally leading indicators and their activity gives you an indication of where the economy is heading.[endmark]
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 Investing in FX (foreign exchange), currency speculation, and hedging are variations of the same basic investment strategy—you are betting that one currency will strengthen or weaken against the other. Not for the faint-hearted, these investments involve more due diligence and savvy than all of the other security types we have covered so far. Trading in FX is requires a strong macro-economic background and an understanding of interest rates as well.
Investing in foreign [ts]stocks[tm]Stocks are “equity investments” which means that individuals that own stock shares of a company actually own part of that company.[te] is just like investing in local stocks, except you introduce another level of risk. If you try to buy a foreign stock, for example, you are really making two bets at the same time. First you must convert your currency into the currency of the foreign exchange, and then you use that foreign currency to buy one or more foreign stocks. You now have all of the risk and return possibilities of stock ownership, but you are also investing in a foreign currency, which you hope will be profitable when you sell your foreign stock and convert the foreign currency back into your local currency.
Currency speculation and hedging (usually through hedge funds) are similar. You invest in foreign currency believing (sometimes just hoping) that the exchange rate against the dollar becomes more favorable – and profitable over time. As you can imagine, you can make or lose a great deal of money in the arenas of FX (also called FOREX), currency speculation, and hedging.

You should become very knowledgeable or employ a trusted expert to help you become a smart and successful investor in these areas. Most advisors would agree that this area is consistently one of the most “exciting” options for investors.
 [mark]Don’t trade FX unless you have an MBA from one of the top business schools, you have a mentor, AND you have $100,000 to burn.[endmark]
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 Precious metals, particularly gold and silver, are attractive investments to many people. But as usual, you must learn to become a knowledgeable investor as precious metals can fluctuate in value as rapidly as common [ts]stocks[tm]Stocks are “equity investments”, which means that individuals who own stock shares of a company actually own part of that company[te]. From a real world prospective, investing in gold or other precious metals has some advantages that other investments do not.
For example, you should have up to five options on how you’d like to invest in precious metals.
	Coins and bars: If you enjoy a high degree of “tangibility,” accumulating coins or gold bars should satisfy that craving.
	Certificates: If you’d rather not have your spare bedroom filled with gold bars, choose certificates that indicate your ownership in specified amounts of precious metals.
	Precious metal mutual funds: If you’d like to spread your risk over several precious metals, you might like this option.
	Purchase stock directly in mining corporations: Get right to the source of your favorite precious metals if you wish (for example, Barrick Gold (ABX)).
	Purchase precious metal futures: This is often the most “exciting” (and risky) option as you would gamble a bit on what gold or other precious metals will be valued in the future.

Investing in precious metals is more challenging then trading stocks. With Apple Computer (AAPL, we all know what a Apple computer, an iPhone and an iPod is so at least we think we understand the company. But investing prudently in precious metals is much more complicated since it is a global commodity, an inflation hedge, an interest rate hedge, and a the-world-is-ending-soon hedge.
That being said, many advisors are recommending everyone own up to 10% of one’s portfolio in precious metals.
You can trade precious metals using the following [ts]ETFs[tm]Exchange Traded Funds[te] are a cross between mutual funds and stocks. ETFs are simply a portfolio of stocks or bonds or other investments that trade on a stock exchange just like a regular stock does. : GLD (to buy Gold) and SLV (to buy Silver). Look how the GLD ETF effectively matches the spot price of gold:

These ETFs allow regular stock traders to trade these precious metals in a stock account without going into the riskier futures markets.
At StockTrak, you can trade both the ETFs and Spots, but you also can trade commodity futures and even future options!
[mark]We all wear gold around our necks and fingers, it’s used in electronics, and if you are King Tut, you are buried in a gold casket. I have also read that if all of the gold in the world was melted into one big cube, the cube would only be 20 yards wide. That means limited supply so that is why the price is on a solid upward slope. Buy GLD when you think the world is in chaos, but only if you beat everyone else to it![endmark]
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 Unlike [ts]stocks[tm]Stocks are “equity investments” which means that individuals that own stock shares of a company actually own part of that company.[te], which are equity instruments, [ts]bonds[tm]A debt obligation of a company, the U.S. Treasury Department, or a city where the borrower receives funds (usually in increments of $1,000), makes semi-annual interest payments based on the coupon rate, and eventually repays the borrowed amount ($1,000) to the lender at the maturity date of the bond. [te] are debt instruments. When bonds are first issued by the company, the investor/lender typically gives the company $1,000 and the 
 company promises to pay the investor/lender a certain interest rate every year (called the Coupon Rate), AND, repay the $1,000 loan when the bond matures (called the Maturity Date). For example, GE could issue a 30 year bond with a 5% coupon. The investor/lender gives GE $1,000 and every year the lender receives $50 from GE, and at the end of 30 years the investor/lender gets his $1,000 back. Bonds differ from stocks in that they have a stated earnings rate and will provide a regular cash flow, in the form of the coupon payments to the bondholders. This cash flow contributes to the value and price of the bond and affects the true yield (earnings rate) bondholders receive. There are no such promises associated with common stock ownership.
After a bond has been issued directly by the company, the bond then trades on the exchanges. As supply and demand forces start to take effect the price of the bond changes from its initial $1,000 face value. On the date the GE bond was issued, a 5% return was acceptable given the risk of GE. But if interest rates go up and that 5% return becomes unacceptable, the price of the GE bond will drop below $1,000 so that the effective yield will be higher than the 5% Coupon Rate. Conversely, if interest rates in general go down, then that 5% GE Coupon Rate starts looking attractive and investors will bid the price of the bond back above $1,000. When a bond trades above its face value it is said to be trading at a premium; when a bond trades below its face value it is said to be trading at a discount.
Here is an example with a bit more of a breakdown:
If you buy a bond at $1000 that pays a 5% coupon, then every year you will get $50 back in interest and when the bond matures you get the $1000 par value. So in this case, your yield is 5%.
If you paid $900 for the bond, you would still get $50 in interest every year plus the $1000 par value when the bond matures. So the $50 return on the $900 cost is 5.55% return per year and the $1000 back on the $900 is another good return so the overall yield will be OVER 5.55%.
If you paid $1100 for the bond, you would still get $50 in interest every year plus the $1000 par value when the bond matures. So the $50 return on the 1100 cost is 4.54% return per year and the $1000 back on the $1100 initial investment is a negative return so the overall yield will be LOWER than 4.54%.
Understanding the difference between your coupon payments and the true yield of a bond is critical if you ever trade bonds.
There are three common types of bonds available for general sale. They offer different levels of security and projected earnings:
Treasuries:
U.S. Treasuries carry the full faith and credit of the U.S. Federal government. Therefore, purchasing Treasuries eliminates much of the risk associated with most investments. As you can imagine, in return for this minimized risk, your earnings rate will also be less than with most of the more “exotic” investment choices.
Treasuries, particularly the 3-month Treasury bill, are sometimes quoted as the “risk-free rate of return,” the minimum rate of return an informed investor will accept for enjoying the minimum risk. In the real world there is no true risk-free investment, although Treasuries do come close. Below is a snapshot of the Government bond page from Bloomberg.com:

You should also understand the meaning of a “[ts]yield curve[tm]A graphical representation of the relationship between yield and maturity. Yield or return is on the vertical axis and the maturity on the horizontal axis. Generally the shorter maturity investments have lower yields and the longer maturity investments have higher yields. [te]”. Displayed graphically above, a yield curve is the relationship between the interest rate offered and the time to maturity of an investment. While all investments have a yield curve, many traders and economists closely follow the yield curve of Treasuries of different maturities to help make other financial decisions and projections.

Corporate Bonds:
These bonds can be quite secure or sometimes risky. Their inherent value is greatly determined by the credit worthiness of the corporation offering the bonds. Be aware that corporate stability can change over time. For example, until 2009, most bonds offered by U.S. automakers implied good levels of security. However, the bankruptcies of GM and Chrysler, combined with serious financial problems atFord (F), generated much higher risk factors for their corporate bonds. Typically, however, corporate bonds are more secure than corporate stocks.
Municipal Bonds:
States, cities, or other local governments often issue bonds to raise money to fund services or infrastructure projects (road and bridge repair, sewers, purchasing open land, etc.). The primary advantages to investors are security and tax benefits. For example, most municipal bonds offer interest earnings that are exempt from federal taxes. In addition, if you are a resident of the state in which you own one or more municipal bonds issued by local governments, your earnings may also be exempt from state or local taxes. Never assume a high security factor, however. Some local governments may be in dire financial condition and your risk factor may outweigh any tax benefits you enjoy.
[mark]Bonds are not nearly as liquid as stocks and [ts]ETFs[tm]Exchange Traded Funds are a cross between mutual funds and stocks. ETFs are simply a portfolio of stocks or bonds or other investments that trade on a stock exchange just like a regular stock does. [te], and therefore there is not nearly as much information publicly and freely available. If you are going to buy bonds, always buy them from a reputable source and always check your prices to make sure you are getting a fair price. Also, you must remember that when you buy a bond your return is called the Yield to Maturity and NOT the Coupon Rate. If you buy a bond below $1,000 you will yield MORE THAN the Coupon Rate; and if you buy a bond above $1,000 you will yield LESS THAN the Coupon rate.[endmark]
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 ETFs are a cross between mutual funds and stocks. ETFs are simply a portfolio of stocks or [ts]bonds[tm]A debt obligation of a company, the U.S. Treasury Department, or a city where the borrower receives funds (usually in increments of $1,000), makes semi-annual interest payments based on the coupon rate, and eventually repays the borrowed amount ($1,000) to the lender at the maturity date of the bond.[te] or other investments that trade on a stock exchange just like a regular stock does.
ETFs have the benefits of Mutual Funds in that one investment allows ownership in a group of [ts]Stocks[tm]Stocks are “equity investments” which means that individuals that own stock shares of a company actually own part of that company. [te], and usually that ownership is targeted to a specific industry, region or market segment (like gold stocks, financial stocks, small-cap stocks, or the Brazilian market). This built- in diversification is advantageous if you don’t like picking individual stocks but you have an interest in a particular industry.
However, there are differences of which you should be aware. Unlike Mutual Funds, the ETF prices change throughout the day as they are bought and sold based on the performance of the stocks that the ETF is holding. Some ETFs are also leveraged, which means that they have a multiple of 2x or 3x the performance of their underlying industry. This ability to react quickly makes them a favorite of day traders and other active investors because they are usually quite volatile.
Some ETFs are tied to an index, which make them “exchange-traded index funds”. For example, one of the most popular ETFs tries to mirror the composition of the Standard & Poor (S&P) 500, using their performance as an index (see the S&P 500 ETF, ticker symbol = SPY) and another tries to mirror the Dow Jones Industrial Average (ticker symbol = DIA).
ETFs are very popular and more often than not they are top % gainers for the week. Trading ETFs is great because you can ride the many ups and downs of specific sectors of the market like Agriculture, Energy, or even foreign countries.
The leveraged ETFs are extremely popular with traders. With the leveraged ETFs, when the sector gains 1 percent, the ETF can gain 2 or even 3 percent! See the chart below for a comparison between the NASDAQ banking sector index (IXF) and the Direxion 3x Leveraged Financial Bull ETF (FAS):
If you had invested in IXF in the summer of 2009, you would have done well, earning about 17% in one month. But if you had invested in FAS, you would have made a killing of over 70%! That is the power of leveraged ETFs. However, remember that leverage cuts both ways: up and down.
 
ETF 101

[mark]
 ETFs are the rage these days as many investors are shunning mutual funds. Why bother trying to beat the S&P500 anymore when you can just buy the S&P500 ETF (ticker symbol = SPY) and match the index’s performance.[endmark]
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 A mutual fund is a type of investment where a money manager takes your cash and invests it as he sees fit, usually following some rough guidelines. For example, the Fidelity Group has a fund that specializes in finding high dividend paying [ts]stocks[tm]Stocks are “equity investments”, which means that individuals that own stock shares of a company actually own part of that company.[te], one that specializes in bank stocks, and one that specializes in European stocks, etc. You simply find a fund that matches your objective, you review its past performance and its management team, and then you write a check to that mutual fund.
Most mutual funds are called “open-ended” funds because they will continue to take your cash, manage it for you, and issue shares to show your ownership. Each night the mutual funds calculate the value of all of their holdings and divided that value by the number of shares they have issued, and that number is called the Net Asset Value or [ts]NAV[tm]Net Asset Value of a mutual fund at the end of the business day. It is the equivalent of a share price of a stock.[te]. So if the Fidelity Bank Fund had a value of $10.00 and your write them a check for $5,000 you would now own 500 shares of this fund. Gains, losses, and earnings are mutually shared with investors in proportion to the size of their investment.
Since one of the primary rules of investment is to diversify portfolios, a mutual fund can be a simple and successful way to accomplish this goal. With one investment, you will own shares of stock in many corporations.
How Does a Mutual Fund Work?

[mark]Mutual funds are a great way to start investing but, because they are so easy, they also carry a cost. Mutual Fund companies have to make money, of course, and they do that by taking some of the funds assets to cover their salaries and other expenses. These are called Management Fees. As noted in the Introduction, mutual fund companies have to pay salaries and marketing expenses and they always get paid FIRST before the investors/owners get paid! The other negative about mutual funds is that if you invest $10,000 in 5 different funds, then you probably own small amounts of as many as 1,000 different stocks! It becomes harder to outperform the market when you own so many different stocks.[endmark]
To research mutual funds, Morningstar.com is one of the top web sites to check out. The Morningstar website:
	rates funds on a 1-5 scale so you can quickly review a fund’s performance
	shows mutual fund performance against relevant sectors and other funds
	shows the top holdings (what stocks they own) in all mutual funds
	shows the people who manage these funds
	shows the expense fees for each fund

Below is a screen shot from Morningstar of the Fidelity Monthly Income Series.

Management fees are one of the key metrics to watch
 out for as an investor because they can quickly and devilishly eat into your profits over time. Do higher management fees correlate to higher returns and better performance? As it turns out, the answer is NO. In fact, many studies have been done that show higher fees generally correlate to lower performance.
Mutual Funds are not traded on an open market like stocks and the prices of mutual funds are calculated just once a day, at the end of every trading day. The price for a mutual fund is called the Net Asset Value (NAV) because it is a calculation of the entire value of stocks and other assets held by the fund divided by the total number of shares outstanding:

Mutual Fund NAV = Value of stocks and other assets / Shares outstandingSince Mutual Fund NAV’s are calculated just once a day, mutual funds can’t be traded several times during the day like a stock. In fact, it is generally discouraged to trade several times in and out of mutual funds. Most mutual funds impose penalties and redemption fees upon withdrawal from the mutual fund to discourage active trading.
[mark]As I said, mutual funds are a great way to start investing in the stock market, but at some point, it is to your advantage to start investing in individual stocks. More and more research is coming out showing that owning lots of mutual funds leads to over-diversification and paying too much in management fees. This is because you will rarely outperform the market because you are the market (you will end up holding so many different stocks).[endmark]
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Stocks are “equity investments” which means that when you own shares of a company you own part of that company. For example, if you own 1,000 shares of Apple Computer stock and Apple has 1,000,000 shares that are “issued and outstanding,” then you own 0.1% of the company. If Apple were then to be sold to another company for $50,000,000, then each share would be worth $50 ($50 million divided by 1 million shares). At $50 a share, you would receive $50,000 for your 1,000 shares.
So, as a stock owner, you are really becoming a business owner. And what do business owners care about? Increasing sales and minimizing expenses. When a company is increasing its sales and minimizing (or at least controlling their expenses) they are increasing their profits and making money! Remember—”Cash is King” and “He who has the gold rules!”
Therefore, the price of a stock is simply the market’s determination of the company’s value. That value is dependent on its assets, its current profits, and its expected future profits.
 
What is a Stock?

[mark]By “market” we mean the tens of thousands of people around the world that are following a stock at any given time. This would be analysts on Wall Street, brokers around the world at every brokerage firm, and individual investors that are following the stock. They all have an opinion about the true value of the stock, and the stock price provides that equilibrium between people that think it is undervalued (ie, buyers) and those people that think it is overvalued (ie, sellers). The stock market is a perfect example of supply and demand determining the price of something. The price changes every day, and for most popular stocks, nearly every second, based on the supply and demand provided by the thousands of buyers and sellers that are now connected electronically.[endmark]
When business is good and companies are making lots of money (or even if the expectation is that the business climate will improve in the near future), the prices of stocks generally rise. The opposite is also true: when businesses do poorly (or even if the expectation is that the business climate will decline in the near future), the prices of stocks generally fall.
The place where you can buy or sell shares of stock is called a “stock exchange”. In the U.S. there are three major exchanges: the American Stock Exchange (AMEX), the NASDAQ and the New York Stock Exchange (NYSE), which are located on Wall Street in lower Manhattan in New York City.
Exchanges play a key role in the financial markets. When a company raises money in a stock offering it sells shares directly to the initial investors. But when those investors no longer want to hold shares, the exchanges provide a place where buyers and sellers come together to buy and sell shares. This is called “liquidity”. If you owned 1,000 shares of Apple Computer (ticker symbol = AAPL) but you couldn’t find anybody willing to buy it, then it would really be worthless. But if you knew you could call you broker and your broker could send an order to an exchange where all of the buyers would be standing by, then you could be confident that your shares would be sold to the highest bidder. The exchanges provide this liquidity and help insure that sellers get the highest price possible and buyers can buy at the lowest price possible.
Investors can make money with stocks two ways: 1) through the rise in price of a stock, and 2) through the dividends that companies pay out to their shareholders. Companies that have stable earnings and are generating more cash than is needed to fund additional growth opportunities pay out part of their reserves as “dividends.” It is a direct cash outlay per share owned. Companies will actually send you checks in the mail (typically every 3 months) for owning their stock!
Some larger companies will even take that cash dividend that they would normally pay you and buy you additional shares of the company. This is called a DRIP (Dividend Re-Investment Plan). If your Apple stock paid a cash dividend of $1 per share, then your 1,000 shares of Apple would earn you $1,000. If you chose to participate in the Apple DRIP, and Apple was trading at $100 on the date the dividend is paid, your $1,000 dividend would purchase you 10 more shares of Apple stock. And yes, you will usually end up with fractional shares.
[mark]Dividends are a wonderful thing and a few high dividend paying stocks should be part of your overall portfolio. The average dividend payout of the S&P500 stocks that pay a dividend is 2.47% as of November, 2009.
 General Electric (GE) is currently paying out $0.75 year and the stock is at $16.00 so it is paying out a 4.6875% dividend yield. That’s a great return when banks are paying out less than 1%.[endmark]
Over long periods of time, stocks have proven to be a very valuable investment because of their very good returns. Over the last 100 years, stocks have gone up, on average, about 6% per year. Dividends add about another 1.5% per year.
So, in total, stocks appreciate in value:	Stocks Rise in Value	Stock Dividends	Total Stock Return
	6 percent	1.5 percent	7.5 percent

As you are probably aware, the prices and values of stocks are volatile. Some can change dramatically, for better or worse, and rapidly while others can remain stable for long periods. Unlike most bank checking and savings accounts, investments in stocks are NOT guaranteed by the FDIC.
Many people are afraid to start picking individuals stocks and would rather pay money managers on Wall Street to invest for them. In the United States, over $1.7 Trillion is invested in mutual funds.
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With a [ts]CD[tm]An investment choice at most banks where you agree to deposit a specific amount of money for a fixed period of time (this is called the maturity). By agreeing to keep your money at the bank for a certain length of time, the bank usually pays you an interest rate higher than savings and Money Market accounts.[te], you agree to deposit a specific amount of money for a fixed period of time (this is called the maturity). In return, your financial institution agrees to pay you interest (usually higher than regular savings accounts) over this period. However, you will have limited opportunities to access these funds so only use CDs for cash you don’t anticipate needing until after your CD matures.
Your bank will offer you many different maturities or terms for CD’s: 3 months, 1 year, 2 years, 5 years, etc. Generally you will find that the longer the term of the CD, the greater the interest rate you earn. However, there is a catch: if you lock your money in at today’s CD low rates, and then rates go up quickly, you’ve missed out on the higher rates.
When you buy a CD you are locked into that interest rate for the life of the CD. If you take out your money before the full term, the bank will charge you a penalty so make sure you understand the term and the penalties involved if you suddenly need the cash and you have to “bust” your CD. Also, consider which direction you think interest rates are heading. If interest rates are very low, don’t lock in a low rate for 5 years! You can’t just bust your CD and then buy a new one with a higher interest rate if you’re current CD hasn’t matured yet.
On the flip side, you are practically guaranteed of getting a fixed rate of interest on your money for the complete term of that CD. So, if rates are high, then it might be wise to lock in the higher rates for longer terms.
The last time there were really high interest rates in the U.S. was the 1980’s when the rates on CD’s were as high as 18%! Now, however, interest rates for CDs are very low: 2% for a one year CD and just 3% for a five year CD.
[mark]Watch out for “rollover” clauses with your CDs. After a CD matures, some banks will give you only 7 days to withdrawal your cash before it automatically rolls over into a new CD at the exact same term as the original one![endmark]
Money Market Accounts (MMAs)
These accounts are designed to be a combination of the features of a classic savings account and a CD. Some typical features include:
	Higher interest rate than classic savings accounts
	No maturity date as with a CD
	A minimum balance that must be maintained (e.g., $2,500)
	Limited withdrawals each month (typically up to six transactions per month)

Do not confuse bank MMAs with the similarly named accounts offered by investment firms. They are very different. Bank MMAs are another form of savings account and carry the federal insurance, currently up to $250,000 per depositor, which all other deposit accounts enjoy. The similarly named product offered by investment houses is typically a short-term investment in one or more mutual funds that may or may not generate positive earnings. There is also no federal insurance protecting your principal (investment).
When you have one of these savings accounts, you are really “loaning” your financial institution your money. In return, the bank or credit union pays you interest for making these loans. Unlike most loans, however, you are usually guaranteed repayment; even if your institution fails. In case of the bank’s failure, the free federal insurance you receive covers the loss.
 [mark]If you are sitting on some cash and you know you have a substantial payment (like your children’s tuition or you are planning on buying a car at year end) coming due in a few months, go to your bank and see what your choices are. Even a 1% extra return on $10,000 over 6 months is $50. Think of it as spending 5 minutes visiting the bank today and then getting a free dinner in 6 months![endmark]
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So, you just got your year-end bonus of $2,000. Now what are you going to do with it? Let’s review the obvious choices…
Most financial institutions, banks, credit unions, and savings and loan associations have a similar menu of investment products from which you may choose. Here are the most common and popular products:
Savings Accounts
The benefit of a savings account is that you can make deposits and withdrawals whenever you want, no questions asked. Plus, your deposit is protected by the full faith and credit of the U.S. government. If the bank ever goes belly-up, the Federal Deposit Insurance Corporation (FDIC), which is part of the U.S. Government, will guarantee your money up to $250,000 per person, per bank account. And in 2009, the FDIC has been very busy protecting the deposits for people in the 125 banks that went bankrupt!
From bank to bank, savings accounts are all basically the same, but you need to pay close attention to the fine print. The typical differentiators are:
	Interest rate
	Frequency of interest (earnings) posting periods
	Different minimum balance accounts that pay higher interest rates if you maintain the minimum amount on a deposit
	Fees for withdrawals, statements, etc.

Here is a savings account interest rate table from one of the leading U.S. banks:	Balance required	Interest rate
	$0	0.05%
	$10,000	0.25%
	$25,000	0.75%

So, as long as you are investing $250,000 or less, this is a very safe investment. On the downside, you can see that your return is practically nothing given the current interest rates.
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The first time Tiger Woods grabbed a golf club he couldn’t hit the ball perfectly straight 300 yards and the first time Michael Jordan touched a basketball he couldn’t dunk it, so don’t think that you will be able to earn a 100% return in the first year. Before Tiger could hit a golf ball 300 yards, he had to learn which end of the club to hold, how to hold it, where to place the ball in his stance, and then how to swing it—and then he had to practice thousands of times.
When learning any new skill, like playing golf or investing, you must begin understanding some of the “tools” and “terms” involved. Without this basic knowledge, it is difficult – if not impossible – to practice your new skill properly.
This first lesson covers the primary “tools” you will use to empower yourself to become more financially successful. Once you become comfortable with these “tools” and understand what each can accomplish – and what they cannot – you will be well on your way towards becoming more financially savvy.
As with most journeys, you will encounter some twists, turns, and detours. With your newfound knowledge, however, you should navigate successfully during both sunny and stormy conditions. Enjoy your trip!
[mark]During these sunny and stormy conditions you are sure to experience what I call the “the thrill of victory and the agony of defeat” (to borrow a line from the old ABC “Wide World of Sports”). The thrill of victory is buying a stock and having it double in a few weeks! The agony of defeat is losing your shirt on a trade when you “knew” it was going to be a solid performer. While we can’t guarantee that you will never suffer a defeat, we will definitely help you minimize the impacts of those defeats and increase the frequencies of the victories.[endmark]

 StockTrak Projects
 Using StockTrak’s Short Service Level
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More and more schools are offering shorter 8-week classes in the late Spring. Students love the condensed schedule, but it can be hard to include useful experiential lessons in such a short time frame.
While the first 8-week Spring session comes to its close and the second kicks off, we wanted to highlight be best ways to get your students engaged in the real-world markets, without sacrificing your shortened class time to do it.

Step One: Choose A Project
This is usually the biggest reason Professors choose to skip the portfolio simulation with shorter sessions: it can be daunting to adapt your longer-term projects for the 8 week sessions.
The key is just to remember that the goal of the StockTrak project is not to turn students into expert investors (this always takes years of practice), but just to help get their feet wet in the investing world. In fact, we have gotten some of the best long-term student feedback from some of the shortest projects, as the shorter trading period forces students to keep a closer eye on their portfolio for any subtle change.
Even if you are pressed for time, we have you covered. These are our two favorite 8-week projects that get rave reviews from both instructors and students:
Equity Markets and Institutions
By Brian Betker
This is a short and sweet simulation for students who are completely new to investing. The goal is to help students understand the investment process by becoming an active participant. This is a 6-week project, with a short report due every 2 weeks. Students can work individually or in teams, with students required to outline specific investing goals, take notes throughout the session, and explain (via the bi-weekly reports) what went right, what went wrong, and how to adjust their strategy accordingly.
Technical Analysis Project
By Denver Travis
This is a project targeting more advanced trading strategies – encouraging students to use at least 3 technical analysis tools to choose each stock in their portfolio. Students need to write up a few sentences each time they make a trade explaining the technical backing of why it should be moving in one direction or the other. Students then need to follow up with each trade 1 week before the final exam, following up each order with how well their prediction played out in practice (with extra credit for winning portfolios). This makes the project deceptively simple – each student makes comparatively few trades, but each one requires intensive analysis both before and after the trade.
See The Full Project Summary
 

Step 2 – Set Up Your Trading Session
Once you have an idea of how to run your project, sign into your Professor account (if you do not yet have a professor login, you can sign up by clicking here) and click “Register New Class”:

When selecting your Service Level, choose “Short“. This will give your students up to 7 weeks to manage their portfolio.
If it has been a while since your last StockTrak class, you can find our Professor Tutorials by Clicking Here.

Step 3: Add An Assignment
Assignments let you “assign” tasks to your students. This includes watching our tutorial videos showing students how to use the StockTrak simulation, reading articles (such as “What is an ETF“, and “How to choose and compare stocks“), and placing trades.
If you have not used Assignments in your classes before, 8-week sessions are a perfect place to start. Just set up an assignment covering the first 2 weeks of class, requiring students to complete all of our recommended items for “Investing Basics” and “Intermediate Investing Tips”.
This will require your students to read our intro articles on the basic security types, but (more importantly) watch all of our tutorial videos to get them acquainted with managing their StockTrak portfolio – without dedicating class time for your own walk through.
If you have not used Assignments before, click here to learn more about how they work

Step 4: Students Compete And Learn!
Over 98% of students who used StockTrak last semester said that it added value to their class. Even if your students do not go into finance for their final career, the experience of managing their portfolio will stick with them for the rest of their lives. The class rankings will keep them engaged, while the experience buying and selling their first stocks will stick with them as one of the most important lessons in Personal Finance they will ever get.
Click Here To Set Up Your Class
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Equities, i.e. stocks, are the go-to investment option for the majority of traders. In fact, financial portfolios (baskets of investments) typically include things like ETFs (Exchange Traded Funds), mutual funds, individual stocks, commodities, Forex, CFDs, and other derivative trading instruments. In a conventional sense, most investors prefer to have physical stock holdings in leading companies like Google, Facebook, Bank of America, Wells Fargo & Company, Boeing, Deutsche Bank, Caterpillar, Nike, Walmart etc. 
As these companies grow their operations, the value of their stocks tends to increase over time. Effective portfolio management requires the careful allocation of assets to maximize returns on investment (ROI). Naturally, there is inherent risk in stocks, much like there is in Forex, indices, and commodities. The best approach to adopt with stocks and portfolio management is one which diversifies risk across multiple sectors.
What Are the Benefits of Stock Holdings?
	Stocks give you physical ownership in a company.
	As the stock appreciates in value, so too does your net worth and your interest in the company.
	Certain stocks pay dividends when they perform well, and stockholders can benefit from these dividend payments.
	Stocks are long-term investments that can pave the way for a secure retirement.

Like any investment, an element of risk is involved. Clients cannot expect every stock to appreciate indefinitely. There will be periods where the company undergoes restructuring, diversification, asset reallocation, divestiture, or price corrections. Sometimes, public companies merge with others, get bought out, or close up shop. Traders and investors should stay abreast of the latest developments with the company, and the market, to forecast price movements of stocks. The major exchanges where traders can participate in stock markets include the Dow Jones Industrial Average, the NASDAQ Composite Index, the S&P 500, the CAC 40, the DAX 30, the Nikkei 225, the JSE, the FTSE 100, and the FTSE 250. These are known as the bourses where stocks are traded.
Various platforms like eToro, provide clients with opportunities to invest in the stock market, with scores of share dealing opportunities. Stock market trading on companies like Coca-Cola, IBM, FedEx, Walmart, Deutsche Bank, Anglo American, Chevron and other traded stocks are a wonderful way to immerse oneself in the financial markets. Typically, old-school investment paradigms required clients to go through a broker who managed of their funds on their behalf. Today, there are trading platforms that allow clients to take an active hand in their own portfolio management.
What Are the Benefits of CFD Trading?
CFDs are derivatives trading instruments. They are typically used as a hedge against stock market investments. This means that if you are holding stocks of a company as an asset, you can hedge against the downturn in those assets by purchasing CFDs. Derivatives trading instruments do not require the owner of the stocks to actually buy the stocks – you are merely purchasing a contract that mirrors the price performance of the underlying asset. So, if Google is expected to depreciate with a CFD from $1,100 per share to $1,000 per share, you could purchase a CFD on GOOG with a put option for a future date of delivery. Your actual stock may depreciate, but you would benefit from having the CFD which would appreciate. CFDs have several benefits including the following
	A hedge against downturns in the stock market
	Tax benefits – losses can be written off against profits
	Leverage can work in your favour, provided you call it correctly
	No need to buy actual stocks – you are simply speculating on price movements

Overall, it is advisable that traders and investors utilize a mix of CFDs and actual stock investments to build their financial portfolio. The latest brokerage to offer a combination of real stock investments and CFDs is eToro, a global leader in online trading.

 Guest Posts
 Should You Invest with a Mutual Funds or a Robo Advisor?
  Written by Luis Aureliano 



 When it comes to investing, most people want to generate the highest possible ROI. However, not everyone has the time and skill to conduct immense research to find the best investment options. Because of this, people often turn to mutual funds or to robo advisors to invest their money for them. However, deciding which to use: mutual funds vs. robo advisors, can be tricky.
A mutual fund is a pool of funds which are gathered from many different investors. Mutual funds are typically handled by money managers, who make the decisions about which assets will be purchased. A robo advisor is a software program that picks investment options based on pre-set algorithms.
So, mutual funds are generally run by humans, and robo advisors are run by software programs. Both of these investing options can be very beneficial for generating returns. However, the question is whether or not one option is significantly better than the other.
Pros and Cons of Mutual Funds 
The benefits of mutual funds are that they are tried and true, and have a longer history of good performance. Robo advisors are still relatively new, and so there is not a long history that can be examined to evaluate performance, like with mutual funds. The fact that mutual funds are managed by people who are usually experienced and who possess a high level of financial intelligence is also very beneficial. Further, with mutual funds, you can select a sector-specific fund, or choose your fund based on other factors.
But, despite the benefits and exciting aspects of mutual funds, they come at a cost. The average mutual fund can take 1-3 percent, which can add up if you are investing in a long-term fund. There can also be a number of other costs. These costs can be significantly higher than those associated with robo advisors, which is why many people are starting to now look to robo advisors. Mutual funds can also be subject to the emotional reactions of their managers. Emotional reactions can be dangerous in the world of finance.
If you’re interested in buying individual stocks, you might want to read what could be the next Netflix stock.
Pros and Cons of Robo Advisors 
Perhaps the greatest pro of robo advisors is that they are much cheaper than mutual funds. In fact, many robo advisors only cost about .25 percent. If you are investing large amount of money, then this can translate to thousands of dollars saved every single year in fees. Robo advisors are also not subject to the emotional reactions of human beings, because there is no human being making daily decisions about the investments. All decisions are made based on algorithms and mathematical formulas. This can be very beneficial in some circumstances. Further, robo advisors are high-tech, which can make them very appealing to tech-savvy millennials who are looking to get into investing at low costs.
Although robo advisors are very useful, they also have some significant cons. As mentioned above, one con is that they do not have decades’ worth of performance history to evaluate since they are so new. Also, robo advisors are not run by financial planners or money managers with years of experience and high levels of expertise. They are typically run by algorithms. This can be viewed as a disadvantage. Especially considering the fact that if something goes wrong, you cannot speak to the robo advisor and get advice. With a mutual fund, there is often someone who can be spoken with for counselling, if something goes majorly wrong.
So, which is best? 
It is difficult to say that one investment vehicle is better in every single situation. The truth is that the different options are better for different people. For example, people who simply want to find an investment strategy with very low fees may be better off with robo advisors. However, people who want to make sure that their money is being managed by someone with decades’ worth of experience and a positive track record may be better off with mutual funds.
Ultimately, it all comes down to what you are looking for. However, both of these options can be very successful. They can also can both be much better than trying to invest the money yourself if you are not experienced and do not really know what you are doing. So, when it comes to mutual funds vs. robo advisors, your individual situation and investing goals will have a lot to do with which is the better option.

 
 StockTrak Changelog
 New Personal Finance Tools
  Written by Kevin Smith 


StockTrak has been the leader for investments simulations over 27 years, but we are also one of the most powerful supplements included with college and university Personal Finance classes.
To make our platform the absolute best it can be for Personal Finance classes, we just launched a completely new service level – including a suite of features specifically tailored for Personal Finance classes.

New Personal Finance Features
The new Personal Finance-specific tools includes a huge library of Personal Finance lessons and activities with built-in assessments that you can add to your class assignments with a click of a button.
A selection of the integrated lessons includes articles and videos covering:
	What are Financial Records?
	What is Wealth?
	Banks, Credit Unions, and Savings and Loans
	Reconciling accounts
	Receipts – Keeping and Tossing
	Budgeting
	Spending and Savings Plans
	Automatic Payments
	What is Money?
	Debit Cards
	Using Credit
	Managing Debt
	Good Debt, Bad Debt
	Credit Cards
	Short-Term Financing
	Credit Reports
	Taxation Overview
	Sales Tax
	Tax Filing and the 1040 EZ
	Common Tax Deductions
	Common Tax Additions
	When to hire a tax professional
	Tax Audits
	Types of Insurance
	Car Insurance
	Renter’s Insurance
	Home Owner’s Insurance
	Life Insurance
	Health Insurance
	Disability Insurance


	Consumer rights and responsibilities
	What makes a contract valid?
	Planning Long Term Purchases
	Protecting Against Fraud
	Work VS Study
	Researching Spending
	Managing Bills
	Debt Negotiation
	Consolidating Debt
	Debt Management Services
	Bankruptcy
	Income and Compensation
	Pay Yourself First
	Budgeting and Spending Strategies
	Unemployment and other programs
	Preparing for spending shocks
	Buying a car
	Mortgages
	Family Planning
	Building Wealth
	Preparing For Retirement
	Starting a Business
	Investing Strategies
	Financial Planning
	Click Here to view the full library



Each lesson includes a short, 3-5 question quiz to ensure student mastery – students need to pass the quiz in order to get credit for completing each activity.
To use our Personal Finance service level for your next class, simply select “Personal Finance” when prompted for your class subject on the Create A Class page:
If you are not teaching Personal Finance, but you know another professor who is, you can also take advantage of our new Referral Program to help get their class engaged as well.

 
 StockTrak Changelog
 Forex Trading
  Written by Kevin Smith 


Full Forex trading has come to StockTrak!
Long-time professors may already be familiar with our Spots trading pit – we have allowed students to trade currency and commodity spot contracts using a simplified trading interface, similar to a stock trade. However, with our most recent update, we have introduced our brand-new Spots trading pit, giving students tick-by-tick charts and streaming quotes for over a dozen currency pairs:

Classes that already allow students to trade Spot contracts will give access to the new Forex trading pit automatically. If you want to add Forex trading to an existing class, or include it in your next class, make sure to allow Spots trading in your class rules:

Students can switch between our old Spots trading pit and the new Forex trading pit at any time – simply click the “Forex” button on the Spots trading pit:

If you have any questions about Forex trading, or want to make sure it is included in your class, contact our sales team for details.

 
 Personal Finance
 Money – Types of Stored Value
  Written by Kevin Smith 


Definition
When we think of money, stored value means anything that isn’t cash, but you can still use to transfer value – checks, debit cards, gift cards, and forms like that. These are used to transport some dollar amount which we can later exchange for goods and services.
Each of these forms of stored value have their advantages and disadvantages, along with some properties that make them unique.
Difference between “Stored Value” and Money
Money itself is created as debt in the Federal Reserve, but it only really exists as a concept. Money has value because we all agree it has value, and so we can use it as a medium of exchange. Forms of Stored Value simply are a storage system for money, meaning they do not have any value in and of themselves. This means that if you write me a check, I only think that check has value if I can exchange it directly for cash. If I do not think you have enough money in your bank account to cash this check, then I probably am not going to assign it very much value.
Types of Stored Value
Checks
Checks might be the oldest form of stored value. This is a piece of paper with instructions to your bank to pay the person you specify some amount.
A check will have your account number and bank routing number, along with who you are writing the check to, the amount of the check, the date, and your signature. It may also have your name and address, and a place to write a “Memo”, or a note about what the check is for. In the simplest terms, when you give someone a check, they take it to their bank, who then uses the bank routing number to contact your bank, and your account number to specify your exact account. Your bank then confirms your signature, and withdraws the amount of the check from your account and transfers it to the other person’s account at the other bank. The check is then “cancelled”, so it cannot be used again, and the cancelled check is returned to you showing that it has been processed.
This allows you to send any amount of money from your account to anyone else who has a bank account. Some check-cashing services also offer to convert checks directly into cash (for a fee) for people who do not have a bank account.
If you have a check that you want to convert into money to spend, there are a few ways of doing it, each with their own advantages and disadvantages.
	Deposit into your own bank account – this usually does not have any fees, but there is usually a few days of processing time before you can access the funds.
	Cash at a bank – Your bank might be willing to convert your check to cash if you have an account that has enough funds to “cover” the check in case it turns out to be invalid. If you don’t have a bank account, the bank that issued the check will usually cash it for a fee (usually a fixed amount).
	Check cashing services – These servicies used to be more popular when it was less common for individuals to have bank accounts. A check cashing service will convert a check directly into cash, usually charging a percentage fee. There is typically a maximum amount they will be willing to cash. This is often the quickest option to convert your check into cash, but is also the most expensive.

Advantages of using checks
Checks can be very handy when you need to make payments in the future, since you can write a “post-dated” check that only becomes valid at a certain point in the future. For example, you can send your land lord 12 post-dated rent checks instead of mailing new checks every month. This can also let you write a check in advance of payment, with the ability to cancel the check (i.e. tell your bank not to honor it) based on certain conditions.
Disadvantages of checks
Writing checks requires a checkbook, which very few people want to carry around most of the time. Since checks are only validated using a signature, check fraud (people passing fake checks as genuine, or editing the amounts on a genuine check to be a greater amount) has historically been a major cause for concern.
Checks also take time to “clear”, or have the money transferred from your bank to another. This means that if you have any outstanding checks, you need to constantly reconcile your bank account to subtract any outstanding checks to know your “true” balance.
For businesses, taking checks can be risky, and very few still do. This is because it is impossible when receiving the check to know that the person giving it actually has the funds in their bank to make the payment. Another problem of check fraud was people writing checks that they knew were unable to be cashed, often in other towns, leaving the businesses very few ways to recover their losses. Local businesses would often refuse to take any checks from non-local banks for this reason.
Money Orders and Cashier’s Checks
Money orders are a lot like checks, in fact they look almost identical. However, a money orders and Cashier’s Checks are issued by a large corporation on your behalf – cashier’s checks by a bank, money orders by post offices, currency exchanges, and other such institutions.
Money orders are most commonly used by people without bank accounts to pay bills to institutions which do not accept cash (most companies that you would pay by mail will not accept cash).
Cashier’s checks are most often used where check fraud is a major concern. Paying for large purchases (or paying the government in taxes) might request a cashier’s check.
Both of these formats effectively serve for you to convert your cash into a format that is more secure to send by mail, and more secure for businesses and others to accept. However, both are less useful if you have your own checking account in good standing.
Debit Cards
Debit cards are very similar to checks, and are usually tied to your “checking account”. The biggest difference is that all payments are controlled electronically, usually instantly. Debit cards can be used in most places where credit cards are accepted.
In place of the signature of a check, you instead need to input a PIN number to verify your identity and authenticate the purchase. Debit cards may or may not be used for online transactions, depending on your card issuer.
Debit cards evolved from ATM cards, which were originally only used at ATM machines to withdraw cash and check bank balances. They operate using a magnetic stripe that contains your bank information, which is processed using a card reader by the business you are buying from. In most of the world, and increasingly in the United States, debit cards also come with a chip, which has more security features and is more difficult to steal than a magnetic stripe.
Advantages of Debit Cards
Debit Cards were developed to fill a similar role to checks, without the drawbacks. You can still pay directly from your checking account, and the seller will know immediately that the funds were transferred, eliminating the biggest problems of check fraud. The pin system is also more secure than a signature, both because the seller knows right away that the card is in the hands of its rightful owner, but also for the card holder because it is much less likely that someone else will be able to pass off another debit card as your own.
Disadvantages of Debit Cards
Debit cards can still be counterfeited, although this is much less likely with the varieties with a chip. It is also possible that debit payments may not appear in your account right away, payments may appear instantly, or be delayed by up to a week. This means that debit card users are less likely to keep a detailed record of all debit transactions, and may be surprised later when transactions they forgot about appear in their account.
This can make it possible to over-draw your account, which typically comes with heavy fees from your bank.
Stored Value Cards
Stored value cards are usually issued by a credit card company or bank, and are often given as gifts. They are also sometimes called “Prepaid Cards”. To use a stored value card, you need to “Charge” it by adding value (either using cash at a kiosk for the card issuer, or sometimes online by transferring value from your bank account). Once it is stored, you can use a stored value card any place you would use a credit cards. The card issuer may charge a fee to use these services.
Advantages of stored value cards
Stored value cards can be a great way for people without a credit card to make online transactions, since you can make payments in the same way as you would with a credit card. They are also often used as gifts as a “use it anywhere” gift card. Generally speaking, stored value cards work as a more flexible form as cash.
Disadvantages of stored value cards
Like cash, stored value cards can be easily lost or stolen. Since they are not tied to you in any way (and are normally given as gifts), whoever is currently holding the stored value card controls all the value it has. This makes them very risky to use for larger amounts.
The card issuer also usually charges a fee to use the card, and if you maintain a balance, they may charge “storage fees” as well.
Gift Cards
Gift Cards are another form of stored value. Many stores and online retailers will let you convert cash into a gift card which you can use in their store. Gift cards usually have no fees, so they retain their value longer than other stored value cards. The major drawback is that you can only use a gift card at the business which issued it. For some businesses, like Amazon.com (AMZN) this is not really a limit, but for restaurants and individual retailers it might be.
As their name implies, a “Gift Card” is typically given a as a gift. Due to their limiting nature, it is very rare to purchase and use a gift card for yourself.
Advantages of Gift Cards
Gift cards are great to give as gifts. Because they can only be used in one location, they are less prone to theft and loss as other stored value cards.
Disadvantages of Gift Cards
The major drawback of gift cards is that they can only be used where they were issued, so they typically are not used by individuals as part of their main “wallet” of stored value. However, they do get a lot of use around the holidays!
Note about Credit Cards
Unlike these other items, credit cards are NOT a form of stored value, and do not act as money. This is because credit cards are a loan (or a form of “credit”). When you make a purchase from a using a credit card, no value is being transferred from you to the place where you are spending. Instead, you are creating a debt that you must later pay back with interest (usually no interest until a few weeks has passed).
In contrast, when you use any of these other forms, value is being directly transferred from you to the person you are paying. There is no loans or credit acting as a “middle man” – it is a direct transfer of money from one person to another.
Bitcoins and Other Virtual Currencies
Bitcoins and virtual currencies have become very popular in the last few years, but it is not always easy to tell if they are a form of money in and of themselves, or they are just a stored value of money. Their actual definition shifts based on how you, the consumer uses them.
For example, if you convert your dollars into bitcoins, then visit a shop that lists their prices in bitcoins and accepts bitcoins as payment, it is acting like money directly. However, if that shop lists all their prices in dollars, but they take bitcoins as payment with a conversion rate, then your bitcoins are just acting as a ‘stored value’ for dollars.
To make things more complicated, you can also buy a bitcoin because you think its value will go up over time. This means that you are treating it not as stored value or money, but as an investment, and are using “speculation” to try to turn a profit.
Pop Quiz
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 Derivatives and Forex, Learning
 Basic Options
  Written by Bavan Arumugam 


Long Call
What is a long call? 
A long call is a term used when you own a call option for an underlying asset. A call option is a contract where the buyer has the right (not the obligation) to exercise a buy transaction at a specific strike price at or before an expiration date.
In the world of trading, owing a long call means that you have a contract that gives you the right to buy the underlying asset at a specific price, before a maturity date. Once the contract is exercised, the contract disappears and the underlying asset will be part of your open positions at the specified strike price. If you had a short position on the asset beforehand, exercising this contract will be expressed as if you have covered your short position. The alternative of exercising would be to sell your option contract to another trader on the market.
What are its components? Can you show me how to have a long call in my open positions?
The components of a long call are quite simple. You simply need to perform an order to buy to open an option contract based on your desired specifications:
When and why should I have a long call? 
            You should have a long call option if you expect the stock price to go up, but would like to have a cushion of protection. As an example, if you own solely the underlying asset and the price goes down, the lost will have a stronger impact on the underlying asset than on the option contract.
What does it look like graphically? What is the payoff and profit graph? 
What is the break-even point?


Short Call
What is a short call? 
Recall that a call option is a contract where the buyer has the right (not the obligation) to exercise a buy transaction at a specific strike price at expiration date. A short call is a term used when you sell a call option for an underlying asset.
A trader that has a short call option is also referred as a trader that wrote a call option. This means that the trader wrote this option contract with a belief that the buyer of the contract will not exercise it. If this happens, the writer will pocket the premium from selling the contract. If the buyer of the call option does exercise his right, the writer will have to sell him the shares, with respect to the specifications of the contract. In other words, a call option writer has an obligation to sell shares of the underlying asset, contingent on the buyer’s decision to exercise his rights.
In the world of trading, a short position on a call option (“sell to open”) means that you sold a contract that gives the buyer of that contract the right to buy the underlying asset at a specific price at a maturity date. If the buyer decides to exercise his right, you are obligated to provide him the shares with respect to the requirements that you have both agreed upon. It is important to note that the seller of a call option has no exercising rights. Thus, the only way to close this option contract would be to “buy to close” or cover the contract in question.
What are its components? Can you show me how to short sell a call option on ST? 
The components of a short call are quite simple. You simply need to perform an order to sell to open an option contract based on your desired specifications:
When and why should I have a short call? 
            You should short a call option if you expect the stock price to remain below the strike price. In a situation where the stock’s price is below the strike price, you will be able to gain the premium, since the buyer did not exercise his right. Evidently, writing a naked call (without being the owner of the underlying asset) can be very risky should the price surges beyond the strike price. Traders write options to implement it to certain strategies that will be discussed later.
What does it look like graphically? What is the payoff and profit graph? 

What is the break-even point?


Long Put
What is a long put? 
A long put is a term used when you own a put option for an underlying asset. A put option is a contract where the buyer of the put has the right (not the obligation) to exercise a sell transaction at a specific strike price before an expiration date.
In the world of trading, owning a long put means that you have a contract that gives you the right to sell the underlying asset at a specific price, before a maturity date. Once the contract is exercised, the contract disappears and the underlying asset will be sold at the specified strike price. If you already have the asset in your open positions, it will be sold at the specified price. If you do not own the asset, the sell action will be expressed as if you have shorted the stock. The alternative of exercising would be to sell your contract to another trader on the market.
What are its components? Can you show me how to long a put option on ST?
The components of a long put are quite simple. You simply need to perform an order to buy to open an option contract based on your desired specifications:
When and why should I have a long put? 
            You should have a long put option if you expect the stock price to go below a specific price, but would also like to have a cushion of protection. As an example, if you short sell the underlying asset and the price goes up, the loss will have a stronger impact on the underlying asset than on the contract.
What does it look like graphically? What is the payoff and profit graph? 

What is the break-even point?
 

Short Put
What is a short put? 
Recall that a put option is a contract where the buyer has the right (not the obligation) to exercise a sell transaction at a specific strike price before an expiration date. A short put is a term used when you sell a put option for an underlying asset.
A trader that has a short put option is also referred as a trader that wrote a put option. This means that the trader wrote this option contract with a belief that the buyer of the contract will not exercise it. If this happens, the writer will pocket the profits from selling the contract. If the buyer of the put option does exercise his rights, the writer must buy from him/her the shares, with respect to the specifications of the contract. In other words, an put option writer has an obligation to buy shares of the underlying contingent on the option buyer’s actions.
In the world of trading, a short position on a put option (“sell to open”) means that you sold a contract that gives the buyer of that contract the right to sell the underlying asset at a specific price, before a maturity date. If the buyer decides to exercise his right, you are obligated to purchase from him the shares with respect to the requirements that you have both agreed upon. It is important to note that the seller of a put option has no exercising rights. Thus, the only way to close this option contract would be to “buy to close” or cover the contract in question.
What are its components? Can you show me how to short sell a put option on ST? 
The components of a short put are quite simple. You simply need to perform an order to sell to open an option contract based on your desired specifications:
When and why should I have a short put? 
            You should short a put option if you expect the stock price to remain above the strike price. In a situation where the stock’s price is above the strike price, you will be able to pocket the premium, since the buyer did not exercise his right. Evidently, writing a naked put can be very risky should the price drop below the strike price. Traders write options to implement it to certain strategies that will be discussed later.
What does it look like graphically? What is the payoff and profit graph? 

What is the break-even point?


 

 
 Getting Started
 Net Present Value Calculator
  Written by Kevin Smith 


Use this calculator to find Net Present Value, based off expected annual growth, cash flow over a variable number of years, and separations of cash flow between investments and operations.
 This calculator will help you determine the attractiveness of a company by seeing how much it would be worth if you wanted to buy it today! You can start by taking an existing company and filling in the company’s costs (or Cash flow from Operations) and what the company makes (or Cash flows from Investing). You can then play around with the Weighted Average Cost of capital, expected annual growth and see what the company is worth today!


Javascript is required for this calculator.  If you are using Internet Explorer, you may need to select to
‘Allow Blocked Content’ to view this calculator.





 
 
Pop Quiz
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 Personal Finance
 Net Worth Calculator
  Written by Kevin Smith 


Knowing your net worth is the first step towards growing it! This tool will help you organize your assets in one place, and even help project how they will grow in the future.
If you have used our Home Budget Calculator to help see where you can improve your savings, the next step is measuring your net worth to see how to make it grow.
Once you have found your net worth, you can use our Saving to be a Millionaire Calculator to see what rate of return you need to reach to hit your savings goals!
 [networth][calc]
Pop Quiz
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 Personal Finance
 Car Loan Calculator
  Written by Kevin Smith 


The first BIG purchase many people make is when they buy their first car. This calculator will help show the impact of many of the biggest factors people need to consider when taking out their first loan for a big purchase.
If you have used our Credit Card Payment Calculator to see how minimum payments on small loans are made, you might want to start to think what happens when you make bigger purchases, with bigger loans.
Once you have found the payments you can make on a car you can afford, check out our Buy Vs Lease Calculator to start seeing when actually buying a big purchase is REALLY cheaper than renting!
Make sure you click the VIEW REPORT button below!


Javascript is required for this calculator.  If you are using Internet Explorer, you may need to select to
‘Allow Blocked Content’ to view this calculator.





 
 
 
 [calc]
Take The Quiz!
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 Personal Finance
 Buy vs Lease Calculator
  Written by Kevin Smith 


The biggest expense most people have is the place they live, one of the biggest decisions young people face is whether to buy their home, or continue to rent. Conventional wisdom says that buying will pay off in the long term, but believe it or not this is not always the case!
Make sure you click the VIEW REPORT button below!


 
 
 
 [calc]
Take The Quiz!
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 Personal Finance
 Credit Card Payments Calculator
  Written by Kevin Smith 


Credit Cards! These are usually the first “loans” a person takes out, and the first monthly payments! Tens of thousands of young people dig themselves deep into credit card debt before they even realize it, so have fun with this payments calculator to see how much these bits of plastic REALLY cost!
If you have already used our Compound Interest Calculator, try using the same interest rate you hoped to save at as the same amount your credit card company charges. Then double it to get a more realistic picture!
Once you have seen the impact that taking out loans can have at different interest rate and payment schemes, check out our Car Loan Calculator to see how you can budget a big purchase without losing your wallet!
Make sure you click the VIEW REPORT button below!


 
 
 
 
Take The Quiz!
[calc]
Pop Quiz
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 Personal Finance
 Home Budget Calculator
  Written by Kevin Smith 


The most difficult thing people think of with personal finance is building your monthly budget, and sticking to it. There are tons of different expenses and payments to consider, so we put all the big ones in one place! This tool will also help you see exactly how much you can set aside for savings every month!
If you have already used our Buy Vs Lease Calculator to see how much your home payments will be, use this value to build a budget around the expenses you know you will have!
Once you have built a monthly budget, and see how much you can save, take that to our Saving To Be A Millionaire Calculator to see how long it will take to earn $1,000,000 with that saving level!
Make sure you click the VIEW REPORT button below!


 
 
 
 
 [calc]
Take The Quiz!
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 Personal Finance
 Saving To Be A Millionaire Calculator
  Written by Kevin Smith 


Want to be a millionaire? Everyone does, but do you know how much you need to save and what rate of return you need to get on your investments to reach that million level? This financial calculator helps you learn how your savings grows over time and how sensitive your final savings balance is to the rate of return you are earning.
	Did you know if you start saving $100 a month on your 18th birthday and put that money in a piggy bank, by the time you are 65, you will have $56,400 in your piggy bank (and $0 in interest).
	But if you put that $100 a month in a savings bank account that paid 3% interest, then by the time you are 65, you will have $122,425 in your bank account. That’s the $56,400 you saved plus $66,025 interest paid by the bank to you.
	That’s a big improvement, but if you could earn 8% return on your $100 monthly savings, then by the time you are 65 you will have $566,754 in savings! This example uses 8% because that is the historical return of the stock market.
	Better yet, if you save twice the amount per month ($200 instead of $100) you will have exactly twice the value at age 65, or $1,133,508.
	So how do you become a millionaire? Start saving $177 a month on your 18th birthday, earn 8%, and have a bank account worth $1,003,155 on your 65th birthday.

If you have used our Home Budget Calculator, you can use your monthly savings plan with this tool to see how long it will take to reach your savings goal!
Once you see how big of an impact the Expected Rate of Return has on your savings growth, take a look at our Advanced Investment Return Calculator to see more details on how to make those big returns happen!
Make sure you click the VIEW REPORT button below!


 
 
 [calc]
Take The Quiz!
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 Advanced Investment Return Calculator
  Written by Kevin Smith 


Find out the difference between Simple and Compound Interest! See how big an impact your tax rates and inflation have on your savings over time!
If you have already used our Becoming A Millionaire Calculator, you can use your targeted Expected Investment Return numbers in this calculator to see how to make that return happen!
Once you see how moving the rate of return affects your profits, try checking out our Compound Interest Calculator to see how the different types of compounding can have a big impact on the final return!
Check out some of our other calculators:

Make sure you click the VIEW REPORT button below!


 
 
 
 
 [calc]
Take The Quiz!
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 Savings Growth and Compound Interest Calculator
  Written by Kevin Smith 


The first thing to consider with all personal finance is the idea of compound interest! This is what separates the “Piggy Bank” savers from the Warren Buffets; making use of interest compounding is how you can really make your savings grow!
If you have already used our Investment Return Calculator, you can use this calculator to see how different types of compounding will affect your overall return!
Once you can really see the impact of interest compounding and growth, try out our Credit Card Payments Calculator to see what happens when you are paying interest, not earning it!


Make sure you click the VIEW REPORT button below!


 
 
 
 
Take The Quiz!
[calc]
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 Personal Finance
 Building Wealth
  Written by Kevin Smith 


 There are hundreds of small tips and rules you will hear about managing your personal finances, but putting everything together into one coherent plan can be a daunting task.  You have probably already heard about budgeting, spending plans, savings strategies, credit cards, and all points in between – now we will put everything together to make a plan to build lifelong wealth.Manage Your Income
 Your saving and spending will always depend on how much income you can start with. Your career goals and personal finance goals are the same thing, so always start by looking at your career.Making a Career Plan
 Interviewers often as “Where do you see yourself in 5 years?” You should always have an answer to this question, because it helps build a clear roadmap forward.
 Make a Career Plan by trying to define your ideal job (and salary), and set a series of obtainable goals for the next 5 years. Start by looking at job postings – not for jobs that you can apply for now, but for jobs you want to land in the future. These job postings have all the information you need to make an effective career plan:	Experience requirements: Use these to define the stepping stones for jobs between now and then.
	Skill/Education requirements: See what kind of extra education you need to obtain, or skills you need to build on your own time outside your day job.
	Salary offers: Usually included in job postings, this will give you an idea of what kind of lifestyle you are building towards. This helps put a cap on the debt you take on today, since it gives a good way to see your ability to pay it off in the future.

 Once you do this for your “dream job”, rinse and repeat for each of the “stepping stone” jobs you need to meet the experience requirement. Before you know it, you will have a fully-fleshed out Career Plan with some specific actions you can take today to get there.Making a Debt Plan
 Once you have an idea of how your career can evolve, you know how much space you have for debt. Student loan debt usually comes first, as you try to knock out the Education Requirements for your career path.  You can estimate how much your first jobs will pay after school by looking at job offers for entry-level positions, so your key is to see how much of a debt load you will have as soon as you finish school.Use Your Spending Plan
 Always set aside 20 minutes a month to go over your spending by doing a quick account reconciliation updating your Spending Plan. The key to financial success is knowing where your money is, how it got there, and where it is going next. No matter how good you are at keeping track of these in your head, there is no substitute for a few minutes of dedicated planning with a spreadsheet and your actual spending habits.Your Four Accounts
 There is a secret way to effortlessly build wealth, while barely paying attention: Split your income automatically, keeping different amounts in different accounts. Most adults with healthy finances use four accounts, but it may be more or less depending on your personal situation.Account One: Checking Account

 This is your primary checking account. Deposit your paycheck here, and use it for all your bills and shopping. You should have all of your bills paid automatically by setting up auto payments, going through this account.Account Two: Savings Account
 This is a standard savings account, linked to your checking account. Set up automatic transfers every month, set as soon as you deposit your paycheck. This will help with your “Pay Yourself First” savings strategy by making sure your wealth is always growing.Account Three: Investing Account
 Have a brokerage account, and use it. A certain percentage of your savings should be invested in the markets, which will have a higher percentage return than just a normal savings account. Whether it is invested in bonds, mutual funds, index ETFs, or a balanced portfolio you build yourself, investing your savings is the most effective way to help it grow.  You can even set up regular transfers from your savings account to your brokerage account, which will help keep it growing.Account Four: Emergency Fund
 This is either part of your savings account, or an entirely separate bank account set aside for emergencies. Your Emergency Fund fund will have 3 to 6 months of income standing by, ready to be withdrawn in case you have a monetary emergency. The purpose of your Emergency Fund is to make sure that you do not “steal from yourself” by withdrawing from your savings. Every time you need to withdraw from your Emergency Fund fund, fill it back up with your next paycheck – your goal is to always keep this account “topped up” in case you need it later.Optional – Account Five: Spending Account
 If you struggle to control your spending, you may want to have a secondary checking account, specifically set aside with your “Spending Money”. Here’s how it works:	Use your account reconciliation to determine the approximate amount of bills you have each month.
	Set up your main checking account to automatically transfer your savings, plus pay all of your regular bills.
	Transfer 80% of the money left over to this new “Spending Account” (also a checking account).
	Disable overdraft protection on your Spending Account to ensure you cannot over-draw.
	Use this “Spending Account” to go out with friends, buy things online, pay for groceries, and any other spending you do throughout the month.


 Your “Spending Account” is the debit card you keep with you – if you are using a separate Spending Account, leave your normal debit card and credit card locked up at home, so you are not tempted to start spending out of other accounts.  By separating out your Spending Account, it ensures that all your bills will always get paid on time, and your savings will always continue to grow, regardless of how much impulse shopping or poor spending habits you might have. If you try to spend more than what you have in your Spending Account, the transaction will just be declined. The momentary embarrassment is well worth the damage you’re sparing your savings account!Your Credit Card
 Your credit card is an extension of your Checking Account or Spending Account, NOT extra money. It is important to use your credit card to build your credit score, but you should always avoid spending more on your credit card than you can pay off immediately with your checking/spending accounts.Budgeting Guidelines
 It is hard to know exactly how much money to allocate to different expenses, so let this guide help show how much money you should put to different types. These are guidelines based on your net (after-tax) income.Housing

 Look for housing that takes 20-30% of your net income. Any higher and you are pulling too many resources away from all your other expenses, and it will end up seriously hurting your ability to save.  This may mean stepping out of your comfort zone, but you need to exercise willpower. If you hate roommates, then make sure you find a better-paying job before upgrading your housing.Savings
 Shoot for 10% of your net income to go straight to your savings account. Going higher is always better, but saving less than 10% will hurt your long-term financial goals (like saving for a house, or retirement). Of this savings, transfer 80% to your investing or brokerage account, keeping the rest in your savings account.  So far, we’ve allocated up to 40% of our monthly income, just on housing and savings.Bills and Groceries
 Miscellaneous bills and groceries will take up another 30% of your income. This is another set of spending that will be fixed month-to-month, and should be easy to plan for.  This account also includes all your insurance and car payments. If you are making car payments, this percentage could go up to 35% or 40%, but at this point you are stretching yourself very thin.Other Spending
 After everything else is spent, you should still have at least another 20% of income left for anything else you want to spend it on. Going out with friends, saving for holiday gift-giving, and buying yourself something nice should all fall into this group.  A rookie mistake for most budgets is forgetting to include this group, but most people cannot go very long without some entertainment spending. Failing to set aside 20% of your income to spend on “whatever” is a major reason why people end up racking up credit card debt. This 20% chunk should be the spending that you could “cut” if you are having a rough month and need to replenish your Emergency Fund.Pop Quiz
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 Family Planning
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Raising a family is expensive. According to CNN, it costs over $230,000 to raise a child from birth to age 17 in the United States! Starting a family is the biggest change you can make to your life as a whole, but for your personal finances in particular.
Some say that no one is ever prepared to be a parent until it happens, but with a bit of wise financial planning, you can at least worry a bit less about money during the journey.
Laying the Foundations
New parents are not expected to get over $200,000 in a savings account before each child is born. However, if you are planning on starting a family, having your finances in order will make the experience much less stressful.
Modifying Your Budget
The $230,000 cost will average down to about $13,000 per year, every year, per child. Without any other lifestyle changes (although you absolutely will have many!), this means adding a new $1,100 cost to your monthly budget or spending plan for each child. This is on the low-end: if you want to start a college savings fund, add on another $100-$200 per child.
Very few people have $1,100 lying around unallocated in their budget, so first consider where this money will come from.
Savings Cushion
Re-allocating your budget is much easier if you have a savings cushion to fall back on, especially for emergency expenses that come up with babies. Besides your normal savings and investments, it is a great idea to have at least 1 paycheck worth of cash set aside in a separate savings account. Consider this a “Rainy Day” fund, which will help with short-term budget shortfalls.
Expenses with Age
Your budget will be evolving over time, but the nature of your expenses will change a lot as children get older. Surprisingly, the $1,100 extra fee does not change very much from birth until the end of high school, but where that money is going will move quite a bit.
Infants (Newborn – 6 Months)
Babies and very small children are expensive, as any parent will remind you. Some of these costs are consumables, like diapers ($100 a month) and formula ($0 – $300 a month), but the biggest cost is childcare. Infants need constant attention, and constant attention means full-time work.
Many childcare providers will not accept children under 6 months, which means you will need to take time off work for the first 6 months. Maternity and Paternity leave is not always given in the United States, meaning the biggest cost of infants is usually lost wages from the parents taking time off work.
Even though diapers might not be too expensive, losing wages for 6 months (or more) usually means infancy is the most expensive period for a child.
Toddlers (6 months – 3 years)
Very young children are out of diapers, but they are into clothes and solid foods. This is where children enter your grocery budget, at least as a small piece. Children at this age are also growing very fast, so you will expect to replace clothes every couple of months. Thankfully, clothes for very small children is still pretty cheap, so it likely will not be much more than your previous diaper budget.
The main cost will still be childcare. Once the infant is over 6 months, you should be able to find childcare providers who you can hire during the day. This means you should no longer be facing lost wages, but instead hiring a full-time childcare provider.
Children (3 years – 12 years)
Once children start normal school, the expense structure changes again. Childcare takes more of a backseat, since the children are in school all day. Childcare services are still normally needed for after school care, but the cost is less than full-day care.
Children in this category will have an ever-increasing grocery and clothing budget, but the biggest hit will come from housing. Growing kids need growing spaces – you may be able to get away with a crib in your own bedroom for infants, but toddlers usually need their own spaces. Some families add a bedroom (and see a rent/mortgage increase) earlier, but once the child is in school the cost can no longer be avoided.
Small children also introduce a new transportation cost – driving or transporting them to friend’s houses, social events, and school. This will also grow with age, with the youngest children spending the most time at home. Toys and other miscellaneous expenses will also start to add up, especially around the holidays.
Teenagers (13 – 17 years)
Teenagers typically have the lowest childcare costs, both because of participation in extracurricular activities, or because they can be trusted to spend slightly more unsupervised time at home alone.
Instead, all of those “Secondary costs” rise to the forefront. The biggest increases come from groceries (teenagers tend to be big eaters) and transportation. Transportation can be anything from bus tickets to helping buy a car, but either way tends to be a big cost. Rent/mortgage payments also tend to go up, as teenagers need their independence (and may resent being paired with a sibling) – this could add an additional bedroom. Other than the lost wages during infancy, teenagers will be the most expensive age.
Multiple Children
If you have more than one child, some costs get offset.
Clothing
Clothing can be handed down from one child to another, but this will usually be very low savings. Clothing is cheapest for the youngest children, but older children and teenagers are usually pickier about having their own style.
Rent
Most families pair children in bedrooms, so the second child will usually not add an extra rent cost, at least at first. This can change for teenagers, who may require their own bedrooms. This can also be a gamble, since it is easier to pair same-sex siblings (boy/boy or girl/girl) than different-sex (boy/girl).
Childcare
Childcare costs can either multiply or divide for multiple children, depending on your approach. If you need to send children to a childcare facility (daycare), it will usually just add another fee for each additional child. On the other hand, if you hire a nanny or babysitter a few days a week (particularly for older children), there will usually be a flat fee, with small additions for each additional child.
Cost Relief
The cost of raising a child will build up fast, but there are some programs in place to help offset the cost.
Earned Income Tax Credit
The Earned Income Tax Credit (EITC) is part of your income tax return designed to increase the income tax return for low-income adults and families. If you have children, the income threshold goes up, and the actual return amount gets multiplied. You can learn more from our article about Income Tax.
Supplemental Nutrition Assistance Program

The SNAP program is a grocery subsidy for low-income working families. Over 75% of SNAP participants are under 17, as the program is designed specifically to help families with children afford healthy food. You can learn more from our article about government assistance programs.
Children’s Health Insurance Program
The CHIP program is part of Medicaid, specifically to make sure every child has health insurance. If you do not have family health insurance coming from your work, you may qualify to have your children insured through the CHIP program. This can be a massive savings for families. You can learn more from our article about government assistance programs.
Raising Children and Your Budget
Ideally, your income will be steadily going up over your working life, while the cost of each child will be fairly constant. This means by the time your child is 17, childcare costs should be a much smaller percentage of your total income than the newborn.
This does not always work out, as many families start saving heavily to help with college and other education expenses. This means your budgeting during the earliest years will define your spending for the next decade (or more)! Keeping a solid budget and spending plan will be your keys for success.
Pop Quiz
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Your home will probably be the biggest purchase you make in your lifetime. Buying a home not only saves money on rent, but is a serious asset that can appreciate over time. Since homes are so expensive, (almost) no-one buys them in cash. Instead, homes are typically purchased with a special type of loan, called a “Mortgage”.
What is a Mortgage?
A mortgage is a type of secured loan, with real estate or a house used as collateral. This means you will make an agreement with your bank, credit union, or savings & loan institution to borrow a large sum of money, with a piece of property as collateral.
This means if you default on the loan (meaning fail to pay it back), the bank can sell off the property for cash. If this happens, the bank keeps whatever outstanding balance there was on the loan, and you get the rest.

Buying a Home with a Mortgage
Mortgages can, in theory, used to buy nearly anything (so long as the collateral is property), but it is most commonly associated with buying a home. There are a few good reasons for this, including the size of the loan, the interest rate for mortgaged property, and the length of the loan.
Loan Size
Homes are expensive, so buying one requires a large loan. Most people buying their first home do not have a huge amount of other assets counted towards their net worth, but a mortgage makes it very convenient to borrow the amount needed.
When you first take out a mortgage, your home’s value will be the exact amount that you need to borrow to pay for it. From the bank’s perspective, there is not a lot of risk: if you default, they simply sell the home to someone else and get their money back. This means the bank can lend you much more money to buy a home than they could for any other type of loan – the only limitation is making sure you can make the monthly payments.
Interest Rate
Interest rates for mortgages are also much lower than any other types of loans. This is for the same reason as the larger loan sizes – banks see mortgages as less-risky loans, so the cost of borrowing is lower.
Imagine having an extremely high limit on your credit card – you could theoretically buy your home just on credit, or you could take out a mortgage. Credit cards are unsecured loans, so defaulting on your credit card payments would not automatically lose your home (although this would happen if you are forced into bankruptcy). In exchange, the interest rate on your credit card will be 2-3 times higher than a mortgage, because your credit card company sees it as a much bigger risk of default, since they cannot just sell the home and get back their cash.
Loan Term
While the interest rate on your home may be lower, you will still pay a very large amount of interest over the life of the loan. This is because mortgages typically have very long lifespans – 15, 20, or 30 years being the most common. This is how banks make money on mortgages: a very long chain of small, but low-risk, interest payments.
Most other types of secured loans do not have anywhere near this term length, because most other types of loans assume depreciation (decrease in value) of the underlying asset, not appreciation. Compare this to a car loan – your car might be complete junk in 30 years and worth almost nothing, but most homes will have a big increase in value.
Requirements and Charges
Because mortgages are big and supposed to be low-risk, there are some strict requirements that any borrower needs to maintain to be eligible to borrow.
Down Payments and PMI
Mortgages typically require a 20% or greater down payment. For people buying their 2nd or 3rd home, this amount would usually come from the profit made by selling their previous home, but is sometimes harder for first-time buyers to save up.
If a borrower wants to take out a mortgage with less than 20% down payment, lenders usually require insurance, called Private Mortgage Insurance (PMI). PMI is a type of insurance that protects your lender in case you default on your loan quickly. For example, if you take out a mortgage, and default within the first 12 months, your home’s value probably would not have appreciated enough to cover all the closing costs for both your initial purchase, and when the bank needs to foreclose to get their money back. PMI covers the difference for your lender, making sure they do not take a huge loss if you foreclose early.
PMI is usually paid all at once (so a smaller down payment, plus one lump-sum PMI payment), or in 12 monthly installments, added to your normal mortgage payment for the first year.
FHA Loans
The Federal Housing Administration also has programs available for certain low-income families buying their first home. The FHA provides the mortgage insurance, so the borrower can make a down payment (as low as 5%), with the government insuring the mortgage.
Homeowner’s Insurance
Homeowner’s Insurance is almost always required with any residential mortgage. Banks require it in case of fires or other damage. This means if your home is destroyed in a fire, it can be rebuilt, returning the value to your property (and securing the bank’s interest through your mortgage).
If your Homeowner’s Insurance lapses while you are still paying your mortgage, your lender will usually take out its own policy insuring themselves against loss, and charge you a penalty.
Payments and Interest
Under a traditional 30-year mortgage, the borrower makes equal payments every month for 30 years. This is becoming less common, so borrowers need to know the different types of mortgages available, and payment options.
Fixed vs Variable Interest
Mortgages can have a “fixed” interest rate, meaning the interest stays the same for the full term, or “variable”, where it can go up or down based on some index. From a lender’s perspective, fixed rate loans are more risky than variable, because they do not know what inflation will be like later. If you have a 3.5% interest rate mortgage, but inflation is 4%, from the lender’s point of view, they are losing 0.5%.
Variable interest rate mortgages were created to transfer this risk back to the buyer. With a variable interest rate mortgage, your interest rate moves up and down every month, 6 months, or year based on a market index that tracks inflation and risk of default. If inflation goes up, your interest rate will go up with it. Because banks see these as less “risky”, they usually offer lower interest rates up-front for a variable interest rate mortgage.
Today, many loans are a hybrid of both: offering a fixed interest rate for the first 5 years, then a variable interest rate afterwards. This gives the borrower more security in the short term, but still allows the interest rate to “float” with the overall markets.

Source: Bank of America – Better Money Habits

Balloon Payments
Not every borrower will hold the mortgage for its full life. Instead, some make what is called a “Balloon payment”. With balloon payments, the borrower makes regular monthly interest payments for a certain amount of time, then pays off the entire remaining balance in one lump payment.
Balloon payments happen most often when the borrower sells the underlying property – the cash earned from the sale is used to pay off the remaining loan balance. Balloon payments are also frequently used in business mortgages, where the bank may require a balloon payment and a loan refinancing after a certain number of years.
Default and Foreclosure
If you fail to make your interest payments, the bank can foreclose on your home. This means legal ownership of the home is given to your lender, who evict you from the property and re-sell it to recoup their loss. If the sale of the home brings in more cash than you owed, the lender will give you back the excess.
Short Sales
Having your home foreclosed upon is generally a “worst-case scenario”. The bank wants to sell off the property as quickly as possible, so they usually sell it well below the normal market price just to get the transaction finished quickly. This means there usually is little to no cash left over for you. If you are struggling to make mortgage payments, you will always be better off selling the property yourself and making a balloon payment than letting the bank foreclose.
Loan Restructuring
Most lenders can theoretically foreclose on your home as soon as you miss one payment. In reality, foreclosing is a long and expensive process for the bank, and they would rather you continue making payments.
Part of this is called “Loan Restructuring”, where you work with your lender to build a new payment plan, usually with temporarily lowered interest rates to help in times of hardship. Almost every lender has a loan restructuring program for mortgages, so if you are struggling to meet payments, this is the first call you should make.
Mortgage Variations
Besides a basic mortgage to buy a home, there are also two other common mortgages you may have heard of: Second Mortgages, and Reverse Mortgages.
Second Mortgages
When a borrower takes out a mortgage on their home, the “equity” of the home (or its total value) is divided between the borrower and lender. For example, with a 20% down payment, the borrower starts with 20% equity and the lender has 80%.
As the mortgage is paid off, the borrower builds up more equity, shifting the balance. This equity has a dollar value – the market price of the home, times the percentage of equity.
Equity is an asset, and so the equity built up in your home can be used to take out a second mortgage. With a second mortgage, you take out a new mortgage on the equity you’ve built up. This effectively brings you back to square one – you have some cash from the proceeds of the loan, and your equity is brought back down to 20%.
Second mortgages are often used to finance home renovations or expansions, since these can increase the value of the home more than the cost of the loan. Second mortgages are also often used to pay off other unsecured debt to avoid bankruptcy, or transferring high-interest credit card debt to low-interest mortgage debt.
Reverse Mortgages
Reversed mortgages are special types of mortgages only available to retirees. With a reverse mortgage, the borrower gets a one-time lump sum payment from the lender, which is determined by the equity in their home and age. The borrower does not make any monthly payments at all – the principle just accumulates interest each month. When the borrower sells their home or dies, the entire loan plus interest is paid back in one single payment.
Reverse mortgages are risky, since the loan balance can grow bigger than the value of the home. At the same time, reverse mortgages can serve as a way for retirees to pay off any outstanding debt and smooth out their retirement spending.
Pop Quiz
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Buying a car is usually the first big purchase a person will make. There is also no shortage of horror stories of people immediately regretting the decision, either by buying a new car and later struggling to meet payments, or a used car with hidden mechanical problems demanding costly repairs.
When you need to buy your first (or next) car, make sure these factors weigh in on your decision.
Establishing a Budget for Buying a Car
Before you get started, step 1 is establishing a budget for how much you want to spend on a vehicle. A common trap is picking the car you want first, then trying to find a way to pay for it.
Buying a car is not the same as buying a TV or most other big purchases. Your budget needs to factor in the life of the car’s loan, the interest rate you pay, and the cost of insurance. Most of these factors are negotiable, so a key is establishing your hard limits before you walk into a dealership.
Car Loan Life and Interest Rate
If you take a car loan, the price you pay will be a balance between the “sticker price”, the interest rate for your loan, and the length of the loan. Car dealers want to try to make cars seem as affordable as possible, so their negotiation point is usually the monthly payment (since this is the number in your budget), but smart shoppers know this is just a distraction.
Dealers want to lower your monthly payment to make the car seem affordable, so they might just extend the life of your loan. If you are concerned about the initial sticker price, they might be happy to lower it by a few hundred dollars, but give a slight bump to your interest rate.
This means when you are planning to purchase a car, you should have two budgets prepared. One is for the total cost of the car (including all interest payments over the life of the loan), and the other is how much you can afford in monthly payments. The dealer will always try to sell based on monthly payments alone, but make sure to keep the total cap in mind during negotiations. You can even keep a car loan calculator app on your phone as part of the discussion to keep both numbers in front of you.
Insurance Costs
All cars are not insured equally. When you are examining your options for vehicles, remember that while your car payments will eventually end when you pay it off completely, your insurance payments are for the life of the vehicle. Luckily, you can get multiple quotes for car insurance for any vehicle you are considering within a few seconds from insurance comparison websites. Get two or three quotes for any vehicle you are considering, and keep that number figured in to your monthly budget.
New Vs Used
The first choice you make will probably be deciding if you want to buy a new car or used car. There are some serious advantages and disadvantages of each, so keeping both in mind can end up saving a lot of money in the long run.
Depreciation and Resale
Cars lose value over time, but not at a constant rate. As soon as you drive a new car off the lot, it usually loses about 15% of its value (just because it is no longer “new”). Cars also tend to lose value every year older they get, so by the end of your first year, your car could be down 30% of the sticker price.
On the other hand, used cars do not have the same “lot” problem. If you buy a used car and try to sell it the next day, you will probably get back about as much as you paid for it. Used cars also lose value over time, but the dollar amount of loss is lower.
Example
Take two car buyers. One buys a $30,000 car new, while the other buys the same car 3 years later at its fair market value. This is what the resale value of the car looks like if each of the owners hold the car for 4 years before trading it in.
	Resale Value	Sticker Price	Day 1	Year 1	Year 2	Year 3	Year 4
	New Car	$30,000.00	$25,500.00	$21,675.00	$18,423.75	$15,660.19	$13,311.16
	Used Car	$15,660.19	 $  15,660.19	$13,311.16	$11,314.49	$9,617.31	$8,174.72

We can look at the direct loss of value over time for each buyer as well:
	Loss of Value	Day 1	Year 1	Year 2	Year 3	Year 4	Total Loss
	New Car	($4,500.00)	($3,825.00)	($3,251.25)	($2,763.56)	($2,349.03)	($16,688.84)
	Used Car	0	($2,349.03)	($1,996.67)	($1,697.17)	($1,442.60)	($7,485.47)

The used car buyer is both saving $14,339.81 in the initial purchase price, but is also getting $9,203.37 less depreciation over the life of the car.
Financing Charges
On the other hand, new cars almost always have more flexible financing options than used cars, usually with much lower interest rates (nearly half!). This is important because used cars are so much cheaper. It is rare for a potential buyer to look at the exact same car and decide new vs used – instead, it is usually an inexpensive new car versus a higher-quality used car.
To find out how they balance, try out our Car Loan Calculator.
Reliability and Warranties
The biggest difference between a new car and a used car is basic reliability. A new car will always have a manufacturer’s warranty, which covers nearly all repairs, replacements, and any mechanical problems with the car for the first three years. Used cars usually have no or very little warranty, pushing all of the risk of a breakdown onto the buyer. There are many databases available to help gauge the risk of a used car purchase, like Dashboard-Light.
Before you buy used, it is also a great idea to take the car to a mechanic for a check-up. Spending a few dollars on an inspection is far cheaper than replacing a transition a few months later!
Technologies and Mileage
One of the main reasons why people choose new cars is simply the improved technology of cars built today versus cars built a year ago. The same model of car will have new and better features, like better crash resistance, better gas mileage. New technologies are also introduced, like electric motors and self-driving options.
These new features are what pushes most buyers to spend a bit more for the new cars. The new technology should enter your buying decision in two ways:
Directly Offsetting Cost
This is especially true for cars with better gas mileage, or electric motors. A small increase in gas mileage means it costs less to fill the tank every week, which adds up very quickly.
For 30,000 miles driven, a car with 30 mpg saves 1,200 gallons of gasoline compared to 25mpg!
Value of Technology
Finally, you can try to directly estimate how valuable the new technologies are to you. If you have a crushingly long commute every morning, you will probably put a high value on a self-driving car, allowing you to do other things. If you have a shorter commute, the technology is still valuable, but saves you less time and effort, so deserves less of your hard-earned cash.
Getting a Good Deal
When you are at the dealership, your main concern is always getting a good deal. One of the oldest tricks in the book for dealers is the 4 Square Presentation.
The 4 Square Presentation

A 4 Square Presentation divides your attention between 4 factors impacting the sale:
	Sticker price
	Trade-In Value of your current vehicle
	Down Payment
	Monthly Payment

The 4 Square Presentation does not need to be as bad as the video makes it look, but one of the main drivers is to keep your attention divided between those 4 areas instead of focusing on one at a time. Since many buyers come into the dealer focused on making sure the monthly payments can fit into their monthly budget, dealers will move around the other “squares” to get the monthly payment down to what you can afford.
Unfortunately, the 4 Square Presentation does not really focus at all on the items that you should be worrying about: both your Interest Rate and the Length of the loan are absent from the discussion, which is what really determines how much you pay over the life of the loan. There are a few ways to push the conversation back to the numbers that really matter.
Trade In vs Selling
Most people trade in their vehicle when buying a new one, and almost every dealership is happy to accommodate. However, you always have the option of selling your car yourself, which changes the nature of the discussion when talking with the dealer.
Resale Value
When you trade in your vehicle, the dealership will take your old car and either try to resell it themselves, put it up for auction for specialized used car dealers to pick up, or simply scrap it entirely and sell off any working parts.
How much you can get reselling your car yourself vs trading it in to your dealer will depend largely on its condition. If your car is in good condition and is a popular model, you will likely have no trouble selling it on your own quickly, and will make more money than if you trade it in. This is because the dealership needs to factor in the cost of selling your car when they give a trade-in offer. If they need to store it, clean it, and sell it, it takes some of their resources, which get reduced from your offer.
On the other hand, if your car is older with mechanical problems, trading it in might get you a better deal. It saves you the time of trying to sell it, and since the dealership already has established scrapping and resale networks, they will probably get a better price for the parts than you would alone. Even if you have an old junk car, your salesman will probably try to offer you a better deal just to get you to buy at his dealership.
Total Price
One of the main advantages of selling your car yourself is that it removes one thing from the negotiations when buying your new car – helping you turn the conversation back to loan terms and interest rates. This is why it is important to have the total budget in mind for how much you plan on spending on the vehicle in total, not just monthly payments. Keep focusing on lowering the sticker price first – get this in writing as a quote, then focus on financing.
Financing Options
You are not tied to financing your vehicle through your dealership. The only advantage of doing so is usually that they make it required for trade-ins (which is another advance of selling your car yourself). The financing is also where you need to be the most wary of your salesman.
Precomputed Interest
With most loans, you can simply increase your payments each month to pay off the loan sooner. This is usually not allowed with car loans that you get from the dealership, which use something called “precomputed interest”.
Precomputed interest means no matter how much you pay and how quickly, your total interest charge is fixed. This means there is no advantage of paying off your loan early, since you can never lower the interest payments.
Avoid precomputed interest loans whenever possible. Ask your dealer up front if their loans use precomputed interest. If they only have precomputed interest financing options, then simply take out the loan from somewhere else (like your bank). Since you already got the sticker price negotiated, you can get your financing from anywhere with better terms.
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 Cash Flow Statement
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What is a Cash Flow Statement?
The Cash Flow Statement is one of the four financial statements required by the SEC based on the U.S. GAAP (Generally Accepted Accounting Principles). According to the SEC, cash flow statements “report a company’s inflows and outflows of cash.” In other words, this statement presents where the cash and its equivalents are coming from and where they are being allocated.

Why is the Cash Flow Statement Important?
Understanding the CF statement can be useful in understanding a firm’s financials. The Cash Flow statement is important because it tracks all the monetary activities of a company. In other words, it measures where the actual cash comes from, and where it is going. It allows the readers to define how a firm manages and allocates its cash to their debts, investments and expenditures. Thus, for management, investors and creditors, it will be essential to review the CF statement to ensure that the business is financially fruitful.
Who are interested in these statements and why?
There are many players who are interested in the Cash Flow statements:
	Investors	Current and future investors will review the CF statement to view the company’s ability to generate cash and meet their obligations.


	Lenders/Creditors	Lenders and creditors will investigate the cash flow statement to define if the firm will be able to repay their debts.


	Management	Whether it’s the accountants or CEO of the firm, management will need to define if they can cover the workforce’s compensation and other expenses.



What does a Cash Flow statement look like? What are the components?
	ABC Inc.
Cash Flow Statement
For the year ended December 31 2999

	Cash Flow from Operating Activities	 	 
	 Net Income	$x,xxx,xxx	 
	 Depreciation	xx,xxx	 
	 Increase in A/R (accounts receivable)	(xx,xxx)	 
	 Decrease in A/P (accounts payable)	xx,xxx	 
	 Increase in Inventory	(xx,xxx)	 
	   Net cash provided by Operating Activities	 	xxx,xxx
	 	 	 
	Cash Flow from Investing Activities	 	 
	 Sale of Equipment, Machinery	xxx,xxx	 
	 Purchase of land	(xx,xxx)	 
	   Net cash provided by Investing Activities	 	xxx,xxx
	 	 	 
	Cash Flow from Financing Activities	 	 
	  Notes Payable	xx,xxx	 
	  New Equity Issued	xxx,xxx	 
	   Net cash provided by Financing Activities	 	xxx,xxx
	 	 	 
	Net change in cash flow	 	xxx,xxx
	Beginning Cash Balance	 	xx,xxx
	Ending Cash Balance	 	xxx,xxx
	 	 	 

The main components of the Cash Flow Statements are the cash flows from the operating, investing and financing activities:
	The cash flow from Operating activities are any transactions that relates to the business operations of the firm. This entails that you would have to adjust the net income with all the non-cash transactions. As an example, an increase in accounts receivable means that no cash was received, but simply an obligation from customers, so you would have to subtract this value from your net income, because you are not holding the physical cash value. The same logic would be applied to all operational transactions.
	The cash flow from Investing activities are any transactions that are related to the firm’s investments in resources for growth and production. For example, a cash payment for a new machine or a plant is considered a negative cash flow in the “investing activities” section.
	The cash flow from Financing activities includes all transactions on how the company raised its capital and payments to their investors/creditors. Cash dividends, issuing or buying back more stocks, an inflow from debt issuance are examples of financial activities.

Where can I find the Cash Flow Statement for a specific company?
You can find the Cash Flow Statements for any company in the United States in our Quotes Tool:
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Automatic Payments – Blessing Or Curse?
That title may be a bit hyperbolic – Automatic Bill Payments can be a huge time saver, and do help make sure your bills get paid on time (avoiding late fees and general headaches). This does come at a price, though – when your bills are automatically paid, you may not always have a receipt on hand, or realize exactly when the payment processes.
This can wreak havoc on your planning processes and account reconciliations, and can be especially dangerous if you generally rely on your online bank balance to decide whether or not you have enough cash for a particular purchase.
If you have automatic bill payments set up for your rent, cell phone bill, credit card, and internet access, it is very important to know exactly when each of these bills is paid to get an accurate measure of how much surplus you have left in the month. This might be obvious for a rent bill that accounts for 20% of your monthly spending, but much less obvious for smaller cell phone bills or automatic savings withdraws.
The most common problems people have with automatic payments is when one processes late, or forgetting about one of them and making a purchase that sets you over your spending limits. If you already have a savings cushion, this might not be a problem, but bigger purchases can end up with your payments overdrawn or bounced checks. This can rack up banking fees very quickly, making the problem even worse than it was to start with.
Automatic Payments and the Importance of Budgeting
This is where your budget comes in. If you take time to update your budget regularly, you should have a very good idea of what your expected surplus is at the end of the month after all your automatic bill payments are processed.
This means that instead of relying on checking your bank balance before making a purchase or going out, you can just think about how your current spending decision fits into the budget or spending plan you already have laid out. If you know how much surplus you expected, and approximately how much your current spending has lined up with your plan, it makes it much easier to decide if a potential purchase fits into your plan or not.
Account Reconciliation
The rise of automatic payments means that the exercise of reconciling your accounts, or evaluating how much you’ve spent versus how much you expected to spend, takes on much greater importance. Click here to read more about account reconciliation!
The “Best Practice” is to do your account reconciliation and updating your budget/spending plan once per month, at the same time. This means that you can directly evaluate your spending habits and your financial goals, but to do this you absolutely must have an accurate picture of your account balances and spending when you sit down to do it.
This means that any expected automatic payments that have not yet executed need to be taken into account. With the rest of your account reconciliation, you are just comparing your receipts of purchases already made to what your bank transaction history tells you. If you use automatic payments, you need to add an extra step in confirming that each of your expected automatic payments from each month has also been processed. If not, you can make the adjustment yourself in your spreadsheet, but letting it go forgotten can seriously hurt your ability to make solid plans for the future.
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“Spending Shocks” are large, irregular expenses. According to CBS, more than 60% of Americans cannot absorb a $500 spending shock: spending shocks are the #1 reasons why budgets end up abandoned, and being prepared for large spending shocks is the best thing you can do to keep your personal finances healthy.
Types of Spending Shocks
There are two types of spending shocks: Budgetable and Unbudgetable.
Budgetable Spending Shocks
A “Budgeted” spending shock is a big expense you might only see once or twice a year, but you know it is coming well in advance. This includes things like buying gifts for birthdays or holidays, regular trips to the dentist, and shopping for school supplies.
Budgeted spending shocks, in theory, are easy to manage, since you can include them in your monthly spending plan or budget. Unfortunately, most people do not revise their budget or spending plan each month, so even expenses that you can expect well in advance can really hurt.
Unbudgetable Spending Shocks
These are unplanned expenses that you do not see coming. This includes things like car repairs, fixing a broken computer, or replacing lost/stolen items. Unbudgeted spending shocks can be devastating if you are not prepared, since they also tend to be very expensive.
Preparing for Spending Shocks
In a perfect world, there would be no “budgetable” spending shocks, since these would already be in your monthly budget. We do not live in a perfect world, so we need to be prepared for these shocks to keep them from wrecking our savings goals.
Method One: The Rainy-Day Fund
The first approach is building your own “insurance policy” in the form of a rainy-day savings fund. This is a specific amount you can put into a separate savings account, and keep it topped up with something between $500 and $2000, depending on your income.
This account does not count toward your savings goal, nor should it be money used as part of your normal cash used day-to-day. Your goal for this fund is to keep the balance constant, acting as a cushion for spending shocks that break your budget, but before it can damage your savings. The idea behind the rainy-day fund is that you already know these spending shocks will happen, so you have an “emergency reserve” stash of cash that you can add into your budget if needed.
Once you get an unexpected car repair bill for $250 that you cannot absorb with your regular budget, you can withdraw the $250 from your rainy-day fund. Now, in addition to your normal monthly savings goal, you need to add that $250 back to your rainy-day fund to make it whole. Once you’ve replenished your rainy-day fund back to its constant level, your budget returns to normal.
Method Two: Emergency Credit Card
If you have trouble squirreling away cash, your next option is having a second credit card specifically for emergencies. This credit card may or may not even be in your wallet – you may instead keep it locked up in a safe place at home. This will help prevent its use for any impulse purchases.
If you do get hit with a spending shock that breaks your budget, you can take advantage of this credit limit to cover the balance. This works a bit like the inverse of the rainy-day fund – your goal is to keep this credit card’s balance at zero.
If you do need to use the emergency credit card, you should never make the minimum payments. Once you set aside your normal monthly savings and pay off your normal bills, use as much of the remaining cash as possible to pay off your emergency credit card. This not only helps prevent interest charges, but it also restores that credit limit in case of another spending shock.
Method Three: Borrow from Savings
The last, and worst, method is borrowing directly from your savings to pay for the spending shock. In this case, if you are hit with a big spending shock, you make a transfer from your savings account to your checking account to pay it off. In the next few months, you pay back this loan, in addition to your normal monthly savings.
This works like the rainy-day fund, but without separating the “emergency cash” from your normal savings. This is a more dangerous method because it lets you avoid “paying yourself back”. Making withdraws from your regular savings account should be avoided whenever possible because it is so easy to forget how much you need to return, and on what time schedule. With the rainy-day fund or using an emergency credit card, you will always see the exact amount you need to pay back, which helps stick to the plan. Withdrawing from your savings directly just lowers your nest egg, and you may not realize the full impact until many years later.
Avoiding Spending Shocks
You can avoid most spending shocks with a bit of planning. By taking 20 minutes each month to do a basic account reconciliation and taking a look at your receipts, you can update your budget or savings plan and know exactly what shocks are coming soon. Getting any “budgetable” spending shocks figured in to your normal budget is a great way to stay on top of all your finances.
You can never truly prepare for the unbudgetable spending shocks, but taking a few minutes every couple of months to just check the status of things you own can help. If your car is making a weird sound, it will be a lot cheaper to budget in a mechanic check-up next month than it would be to pay for an emergency repair. If you own your home, taking a few minutes twice a year to check the roof for leaks will be far cheaper than finding mold and having to gut half the house.
Think of some of the most devastating spending shocks that could happen, then schedule appointments for yourself in your calendar to give yourself a check-up. Preventing emergencies is always cheaper than fixing them later!
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Everyone needs to start from somewhere. While you build your personal finances from the ground up, you may already have faced times when you had low (or no) income, trying to get any advantage to pull yourself up.
There are several public programs specifically designed to help people get out of these situations. In the real world, many people suffer for months simply because they did not know help was available. These programs exist for people who have lost their jobs, or who have jobs but still earn very low income.
Unemployment Insurance
Unemployment insurance is a program run between the state and federal governments. This means that every state has an unemployment insurance program, but the actual rules will be a bit different around the country.
Whenever you work for a company, that company needs to pay “Unemployment Insurance” as part of the cost of hiring you. This works like an income tax, but it is paid 100% by your employer, and will not appear on your paycheck.
Unemployment insurance serves to help people who have lost their jobs make ends meet while they look for new work.
Eligibility
If you have worked for at least 3 months in the last year, you will probably be eligible for some unemployment benefits if you lose your job. Unemployment insurance is specifically for people who were working as assistance between jobs, not as a permanent way to live, so there are some strict eligibility requirements.
Reason Leaving Work
Unemployment insurance is designed specifically to help people who were laid off, meaning their employer had to let them go simply because there was not enough money to keep paying them (or not enough work to do). This means you usually cannot claim unemployment benefits if you voluntarily quit your job.
Sometimes the line between getting laid off and fired can be a bit blurry too, but the general rule is that you cannot have been fired from your job due to misconduct (i.e. deliberately hurting the company, or breaking ethics codes). If you get fired simply because you were not good at your job and your employer wanted to replace you, chances are you can still claim unemployment benefits.
Number of Weeks
Under normal circumstances, you can claim unemployment benefits for up to 26 weeks. During economic recessions, the week limit might be raised. There is also a cap based on how long you’ve been working – if you were only working for a short time before you were laid off, you can only get unemployment benefits for as long as you were working.
Availability Requirement
To receive unemployment benefits, you must be able to work and be looking for work. This also means that if you get a job offer while on unemployment, you need to take it (or your benefits will expire). Your unemployment office will usually call you every week to verify you are still looking for work.
Legitimate Work
The job you were laid off from must have been “legitimate”, meaning it was a normal paycheck/tax position. If you were paid in cash, or your employer did not report that you were hired to the government, then you will not be able to receive benefits. Remember – unemployment insurance is insurance. If nobody paid the insurance premiums, you cannot collect any benefits.
Benefit Amount
When you make your claim, you will get a check each week, usually $200 – $400. This amount is based on a few factors, including:
	How much you were earning before you were laid off
	If you have children
	Your state’s benefit cap

Any benefits you get from unemployment insurance is taxable, just like regular income. For all tax purposes, your unemployment benefits act just like a paycheck from a job.
Part-Time Work
If you work part-time, you will not automatically lose your benefits. However, your benefits will be reduced by whatever you earn at your part-time job.
Applying for Benefits
The process of applying for benefits varies greatly by state, but usually just requires an online form. You can find some help by clicking here.
SNAP Food Assistance
The Supplemental Nutrition Assistance Program (SNAP) is a program helping low income people and families pay for groceries (formally known as “food stamps”).
Eligibility
The SNAP program is open to all Americans earning under a specific household income threshold. The limit is based on household income, not individual income – this is important because the majority of recipients are children. The income threshold goes up the more people there are in a household.
A single person living alone needs to earn less than $1000 to be eligible, but a family of 4 can earn a bit over $2000 per month and still receive benefits.
There is also a work requirement for SNAP benefits – any able-bodied adults in the household must work, or be enrolled in a skills training program that will help them find a job. If you are not working and not in a training program, there are also programs where you can do volunteer work for the state to be eligible for benefits.
Enrolling
It is usually harder to enroll for SNAP benefits than collecting unemployment insurance. It is still state-based, so the process will be a bit different around the country. You will generally need to first apply online, then do an in-person interview while a case worker assesses your situation. The case worker will both determine if you are eligible, and the amount of benefits you will receive.
Collecting Benefits
If you are enrolled in the SNAP program, you will get an “EBT Card”, which works like a pre-paid debit card at any participating grocery store. There will be 1 EBT card per household, and its balance will reset each month.
EBT cards are only accepted at grocery stores, and not everything in the store will count. SNAP benefits can only be used for healthy foods, so junk foods and some pre-made meals may not count.
Medicaid
Medicaid is the single largest provider of health insurance in the United States. It is designed to provide health coverage for low-income people and families – there are about 72 million people enrolled at any time. There is also a subset of Medicaid called CHIP (Children’s Health Insurance Program), which is specifically for children.
Eligibility
Eligibility is based on household income. The income threshold is different in each state, and will move from year-to-year for standard Medicaid enrollment, but children will (almost) always be eligible for either Medicaid for CHIP benefits.
Enrolling
You can enroll in Medicaid from the Healthcare.gov website, which also has help with finding your specific eligibility requirements.
Housing Assistance – Section 8
If you are having trouble finding an affordable place to live, you can also apply for housing assistance through the “Section 8” program (named after Section 8 of the Housing Act of 1937).
Section 8 provides housing vouchers to help pay rent and utilities for low income individuals and families. These vouchers can be used either at a “housing project”, or a building built and designed to accommodate low-income persons, or any participating landlord who accepts Section 8 vouchers.
Eligibility
Eligibility is based on income, but unlike the other programs it is based on the median income of the area where you are applying. If your family’s income is less than 30% of the average in your area, you are given priority. There are also some vouchers available for families earning less than 50% of the average, but these typically have extremely long (5+ years) waiting lists.
Even if you are eligible, there are a limited number of vouchers available each year, which is determined by the total budget set aside for Section 8 assistance. This means that even if you do qualify, you will need some luck to get a voucher.
Benefits
The voucher will cover most of your rent and utilities, with two limitations. You need to first pay 30% of your net income (regardless of what that income is, or what the total cost of rent and utilities are). The voucher will then kick in and pay the remaining amount, up to a cap.
The cap for benefits is based on the Fair Market Value of housing in your area – this means the vouchers in New York City will have much higher caps than Knoxville, Tennessee. Your cap will increase depending on your household size (families with children have higher caps than single people living alone), but there is a maximum of $2000 per month.
If you are starting with low income, taking advantage of some (or all!) of these programs can go a long way to helping make ends meet, and free up more time and effort on focusing on improving your income.
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Building a budget or spending plan is tough. Sticking to the plan is even tougher. Thankfully, there are a few ways you can game the system to make sure you stay under budget, and your savings continues to grow.
Budgeting Strategies
A “Budgeting Strategy” means different ways to approach your budgeting to build something that works for you. There is no silver bullet budget: every person has different wants and needs, and your budget needs to honestly reflect what you want to get, or else it is doomed to fail.

Start with a Clear Goal
Budgets and spending plans are living documents, and should be updated every couple of months. Before you sit down to create your first plan, or sit down to revise a current one, you need to have a very specific goal in mind.
A good goal would be something like “I want to save $100 extra a month”, or “I want to rent a bigger apartment which is $50 a month more than my current one, but I do not want to reduce my savings”. A bad goal would be “I want to increase my savings”, or “How expensive of an apartment can I afford?”. Setting clear, specific goals will help you actually reach them.
For example, think about the difference between “save $100 every month” to “save as much as I can every month”. Building a budget or spending plan around saving $100 extra every month is a very simple problem – just increase the amount of savings, then reshuffle your other expenses to see if you can make it work. If your goal is “save as much as I can”, then you are starting by just cutting out spending almost at random, probably by reducing how much you plan to spend on leisure activities. The amount you “think” you can save might be $150, but putting this plan into practice is much, much harder (since it requires you to give up a lot more).
Pay Yourself First
Budgets are easier to stick to with a “Pay yourself first” savings strategy. With “Pay yourself first”, your savings are taken out of your paycheck as an automatic transfer to your savings account before it even enters your budget. If you can set a regular schedule for these automatic transfers, savings do not even appear as an item in your budget or spending plan, just an amount reduced from your available income before you start.
This makes building the budget easier, because there is no stress each month on hitting your savings goal. When you work on rebalancing your budget, your new goal is just trying to add a few extra dollars to your automatic transfers.
Divide Savings and Emergency Cash
All savings are not created equal! Ideally, you will almost never make a withdraw from your savings account unless you are using it to invest. In the real world, emergencies happen, which will break your budget for the month (or more), like car repairs.
To keep your savings secure, it is a great idea to keep a stash of “Emergency Cash” in your checking account, about as much as one month’s salary. This way whenever you have a financial emergency, or the holidays roll around and you need to buy a bunch of gifts, you just dip into your emergency cash fund instead of withdrawing from savings. Then just replenish your emergency cash in the next month, while your savings continues to grow.
Spending Strategies
A budgeting strategy is great to help boost your savings, but most people need the most help with ways to control their spending. If you are having trouble keeping your spending under control, consider these proven ways to keep your cash in your pocket.
Keep Credit Cards at Home
If you struggle with credit card debt, your best move might be simply leaving them out of your wallet in a secure place at home. By keeping your purchases when out shopping down to cash or debit, you can avoid some of the shock when your credit card statement comes in.
Opt Out of Overdraft
“Overdraft” is when your bank will let you over-draw your checking account by a certain amount. Banks offer this service to make sure your checks for bills do not bounce if you are a few dollars short. This service is not free. Most banks can charge both a dollar amount (usually about $25) and a percentage of your transaction every time you overdraft.
This means if you are using your debit card for a day making small purchases when you are overdrawn, every one of them will rack up a $25 (or more) penalty, with no warning it is happening. If your checking account is regularly low at the end of each month, this penalty can be devastating. You can opt out of overdraft at any bank, which means your debit card will simply be declined if you try to overdraw. This might be a temporary embarrassment while shopping, but your finances will thank you later.
Never Order Anything Same Day
With the rise of ecommerce sites like eBay and Amazon, it is easier than ever to buy things you do not need. If you find yourself receiving packages you can barely remember ordering, it might be time to stop placing orders on the same day you find something. This is especially true with 1-click ordering options!
Instead of buying something when you find it, add it to your wishlist and wait a week. This has two advantages:
	You will look back later and just remove most impulse purchases.
	Sellers tend to email special offers and lower prices if you add something to your Wishlist without purchasing.

This will help cut out spending you would later regret, and get you better deals on the items you do end up buying.
Cost Cutting
Watch this great video from Bank of America showing how to make small cuts each day, adding up to huge savings each year.

Nuclear Option – Prepaid Debit Cards
If you continue to struggle putting a cap on your spending each month, there is one fool-proof way to go. Leave all your credit cards and debit cards locked up somewhere secure at home. Set up automatic payments and transfers to make sure your savings is transferred right away and all of your bills are paid. Once you have your remaining money, add it to a pre-paid debit card, instead of your normal bank card.
Now just use your prepaid card for all purchases, both online and off, as the only card in your wallet. You can even get multiple cards for multiple purchases, such as one just for groceries, and one for going out for dinner. This lets you put extremely strict spending limits on yourself, making sure you absolutely stick to your budget.
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If you know something about personal finance, you understand how complicated it can be to make sure all bills are paid on time, you are fully insured, and your credit is healthy.
Juggling all the different aspects of finances usually means savings and investing takes a back seat to everything else on your plate. This is one of the reasons why so few people under 35 have any real savings. Luckily, there is one easy technique you can use to make sure your savings are always growing, called Pay Yourself First.
Savings First, Bills Later
Most people start the month by paying off all their bills, budgeting some cash for having fun or buying something extra, and finish by setting aside the rest for savings. With the Pay Yourself First model, the ordering is flipped.
Start every paycheck by taking out the savings and applying it directly to your savings or investing account. Most banks have account types that will do this though automatic transfers – this is one service you should take advantage of.
Once your savings is taken care of, just divide the remaining cash to your bills and leisure. This is a “no excuses” savings approach: no matter what, you are “paying yourself” by contributing to your savings, ensuring a steady growth rate.
Pay Yourself First in Action
Here is how it works:
	Set up automatic transfers from your checking account to savings account every month, ideally just a day or two after you normally get your paycheck. This is “Paying Yourself”.
	Pay your rent, credit cards, and any other bills for the month.
	The remaining cash is “free”. Use this for going out with friends, buying something you want, or contributing even more to your savings.

Why This Is Important
You already know the importance of having a well-developed budget or savings plan. The downside is that these require constant vigilance. You should regularly be using your receipts and account reconciliations to update your spending plan to match your actual spending. In the real world, very few people keep this up for more than a few months (even with the best intentions).
By always setting aside your savings before any other expenses, you will ensure that it will be growing, regardless of what happens to anything else. This is the most effective way to save, since it means you cannot “cheat”.

Do I Still Need a Budget?
Using a “Pay Yourself First” savings strategy is not a replacement for maintaining an up-to-date budget or savings plan, but it will make the process much easier.
Without this strategy, your budget or savings plan has a very heavy load. It needs to account for your income, keep an itemized list of your bills, budget out your food and groceries, and finally see how much is left over for savings.
Lighter Load
Using this strategy, you are making your budget lighter and easier to follow. You no longer need to worry about savings – this is done automatically before your budget comes into play. Simply knowing that you are building a large savings cushion in case of a Spending Shock, like car repairs, lifts a ton of stress from your shoulders.
Best of all, since you know that your savings is already accounted for every month, your leisure spending will be guilt-free (so long as you use cash and avoid too many purchases on credit). Your budget or savings plan is transformed from a “task master” dictating what you can and cannot do each month to a partner. Updating your budget will be easier, since your objective changes to trying to increase the amount of your automatic transfers (and speeding up your savings), instead of balancing everything all at once.
Pay Yourself First with Tight Cash
This all makes sense if you are already balanced, but what about if you are running behind on your bills?
With a Pay Yourself First savings strategy, your savings always comes first. This means dipping into savings is almost entirely off-limits. By following this strategy, you would rather pay a bill a month late than take money from your savings to pay it off.
This is also why the strategy works. The amount you save each month is entirely off-limits for any other type of spending, unless you are getting severely behind on payments with no other option.
Cutting Spending
Building this mentality is important. Everyone “wants” to save, but the reason why so many people have so little money set aside is because savings accounts just become another source of spending money. People want to avoid credit card debt. If there is something they want to buy, they know it might be irresponsible to pay for it entirely with credit. Instead, they just dip into savings, since that money is already “theirs”, not a loan.
This is dangerous thinking because withdrawing from your savings very much is a loan. You are borrowing money from your future self (whether your future self is saving for a car, house, or retirement). Unlike a credit card, you are unlikely to pay back this loan to yourself. This means it really is just damaging your long-term wealth. By adopting a Pay Yourself First strategy, it equalizes your spending decision. If you really want to buy something today, use your credit card. If you do not want to incur the finance and interest charges from the loan, then re-evaluate if the purchase is really worth it!
Making Pay Yourself First Work
One way to make Pay Yourself First work is by keeping less of your savings as cash, which helps prevent withdrawing unless it can be avoided.
One of the best ways to do this is by dedicating a high percentage of your savings into investments like stocks, bonds, and mutual funds instead of simply sitting in your savings account. By moving your savings into investments, you kill two birds with one stone.
Less Liquid Savings
A “Liquid Asset” is something that can be quickly and easily converted into cash and spent. Savings accounts are extremely liquid assets, which is why some people have a hard time building them: cash can be spent. By dedicating a large percentage of your savings account directly to investments like stocks, bonds, ETFs, and mutual funds, it adds an extra “step” before the cash can be spent. Since you will need to sell off your assets in order to spend the cash, you are less likely to do so unless the spending is extremely important.
Making Money Work
The other advantage is that invested money will, on average, grow much faster than money in a savings account. Instead of a percentage or two of annual interest, you could see 8-10% returns by investing in wide indices or diversified mutual funds. This will help your savings grow much more effectively.
Skin in the Game
The last advantage of putting a large amount of your savings directly into investments is because it triggers the same response in your brain as if you spent the money. If you buy a stock, your mind sees it as “spent” money, which helps curb other types of spending. As your investment portfolio grows, it gets more exciting and you will be paying closer attention to how your money works for you, encouraging even more savings and investing. Over time, this helps build a big nest-egg of wealth you may have otherwise simply spent.
When Should I Use My Savings?
A “Pay Yourself First” strategy encourages withdraws from your savings account as infrequently as possible.
When To Withdraw
	Investing in a physical asset, like buying property or a vehicle
	Investing in a paper asset, like stocks, bonds, or mutual funds
	Starting a business
	Paying off big debts, like student loans or a mortgage

When Not to Withdraw
	Purchases you “deserve”, but you do not have cash for
	“Spending Shocks” that it will take less than 3 months to pay off without impacting your savings
	Holiday and Birthday gifts (this should be part of your normal Spending Plan or Budget)
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If you are severely behind on your bills and all other debt management plans have failed, the last option available is declaring Bankruptcy.
What is Bankruptcy?
Bankruptcy is a type of forced debt settlement, and is a legal procedure. When you declare bankruptcy, the courts will gather all your unsecured creditors together, and hear the debts you owe. They will then examine all your assets, and pay out as much as they can to settle as many debts as possible.
How this happens will depend on the type of bankruptcy you declare, but once the courts have established the total repayment, all outstanding balances are discharged, and your creditors can make no more attempts to collect from you. This does not apply to all your debts – just most unsecured loans. Mortgages, car loans, and student loans cannot be discharged through bankruptcy.
The types of bankruptcy are named after the “Chapters” they are found in the Bankruptcy Code. Most of the “chapters” are just general rules (or are types of bankruptcy specifically for farms or businesses). There are two types of bankruptcy that an individual can apply for: Chapter 7 and Chapter 13.
Bankruptcy and Credit
Filing bankruptcy will discharge your debts, but it will also destroy your credit. A bankruptcy will remain on your credit report for the longest allowable amount of time – usually between 7 and 10 years. During that time (and especially for the first 3 years), it will be extremely difficult to get any new lines of credit.
This includes credit cards, but it also applies to car loans, and even trying to rent an apartment. If a creditor is willing to lend to you (or rent to you), there will be extremely high security deposits. Bankruptcy is an option available only after every other debt management plan has failed.

Chapter 7 Bankruptcy
Chapter 7 Bankruptcy is also called “Straight Bankruptcy”. It is the fastest and most direct way to go bankrupt, usually taking about 6 months from start to finish.
If you declare Chapter 7 Bankruptcy, you will be assigned a trustee, who will be responsible for managing all your debts. The trustee’s job is to sell off your assets to pay off as much of your debt as possible. This includes your bank accounts, your property, any investments, and even any of your “stuff” with a significant market value. Once your trustee gets together as much cash as possible from the sales and your bank accounts, they divide that cash between your creditors. Any remaining debt is discharged – your creditors cannot attempt to collect any more.
Eligibility
To be eligible for a Chapter 7 bankruptcy, you need to pass a “means test”. This means you need to earn less than the median income in your area to qualify. If you are too rich, Chapter 7 is not an option.
You also need to have unsecured debt, not including student loans. This means if all of your debt is from your mortgages, car loans, and payday loans secured by a title, Chapter 7 will not help – these creditors will simply seize all of the collateral, discharging your debt.
You will also be required to undergo credit counselling and credit education classes as part of the proceedings.
Secured Debt
Chapter 7 bankruptcy only applies to unsecured debt, like credit cards and medical bills (but not student loans). If you have secured debt, like a mortgage, there is no bankruptcy protection. This is because secured debt has collateral – if you fall behind on your mortgage payments, your bank will simply foreclose on your house (selling it at the market price, taking any outstanding loan balance and giving you whatever is left).
Chapter 7 and Your Home
With a Chapter 7 bankruptcy, the trustee has full authority to sell off your home, or other property, to settle your other debts. However, just because they can does not mean they will.
Every state has different “Exemption” laws – things that cannot be taken away when you declare bankruptcy. No state completely protects your home, but they might say that at least $60,000 of your home’s value is protected. In this case, if the trustee sells your home, they need to give you $60,000 of the proceeds before distributing to other creditors.
But wait, it gets more complicated!
Remember – your mortgage is not part of the bankruptcy debt. This means if the trustee sells your house, they need to pay you the exemption amount first, then pay off the remaining balance of your mortgage, and only use the remaining piece to pay off the other creditors. If the trustee is not going to get anything from the sale of the home (after paying the mortgage, giving your exemption, and paying all sales/closing costs), they will not bother, and you can keep your home.
Chapter 7 and Foreclosure
In practice, this is fairly rare. If you are so far behind on your other bills that bankruptcy is the only option, you will probably be behind on your mortgage too, so the bank may already be looking at foreclosure. If the bank forecloses or your trustee sells the home, you are left in the same position.
Chapter 13 Bankruptcy
Chapter 13 Bankruptcy is also called a “Restructuring”. A Chapter 13 bankruptcy is a much longer process, usually taking between 3 and 5 years to finalize.
With a Chapter 13 filing, you are not assigned a trustee, and your assets are not all sold off. Instead, you are mandated to create a Payment Plan, and submit it to the court for approval. Then, for a period of either 3 or 5 years, most of your income will go directly to the court, which then distributes it to your creditors according to the plan. After the time is up, any remaining debt is cancelled.
This might sound like a sweet deal, but your creditors will always get at least what they would have been paid in the case of a Chapter 7 bankruptcy. The Chapter 13 is mostly an option for people with higher incomes and homes with more equity, and want to make sure they do not lose their homes.
Eligibility
You will need to earn more money for a Chapter 13 bankruptcy, and there is a similar test as the Chapter 7. Basically, the income you make over the course of the 3-5 year period needs to be greater than what a trustee would get by simply selling off your assets.
Like the Chapter 7 requirements, Chapter 13 also requires credit counselling and education.
Secured Debt
A Chapter 13 Bankruptcy is designed to keep all your assets in-tact, without mass sell-offs or liquidation. This means that your mortgage and car payments will be unaffected – you will keep making them normally, and will retain ownership of your home.
Your Payment Plan
Your Payment Plan is the center of the Chapter 13 filing. Your payment plan is a summary of all your “Disposable Income” per month, and how that income will be divided between your creditors.
In this case, “Disposable Income” means all of your net income, minus “reasonable living expenses”. Reasonable living expenses includes all the payments of your Secured Debt (like your mortgage), plus some amount to cover food and other small bills. Once you have a payment plan, you will submit it to the courts for approval. Your creditors can object to how much you plan to pay them, but the final word is with the judge.
All of your disposable income is then paid directly to the courts, who distribute it to your creditors according to your Payment Plan. In many cases, the amount will be automatically taken from your paycheck before you even see it, just to make sure you hold up your end of the bargain.
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If you find yourself over your head in debt, there is always a light at the end of the tunnel. Credit counseling agencies, both for-profit and non-profit, exist in every state to help people build a clear, workable path back to healthy personal finances.
If you do need the help of a credit councilor, this is what you can expect.
What is Credit Counselling?
Credit Counselling is a service offered to help people bring their personal finances under control. A large part of what they do is purely education, usually with many free resources available. Just like your health, big problems are best addressed with prevention, before the problem gets out of control. If you are reading this, you are already working through some course work that would be similar to what would be offered by a credit counselling agency.
Unfortunately, most people reach out for help only after debts start to spiral out of control. At this point, you will need to meet one-on-one with a credit counselor to chart a path forward and get yourself out of debt.
There are three main tools applied by credit counselling agencies before bankruptcy enters the discussion – Budget Building, Debt Management Planning, and Debt Settlements.
Who are Credit Counselors?
Credit counselling is loosely regulated by FINRA, which sets rules for what can be advertised and advised. Reputable credit counselors have a professional certification, usually from the NFCC, or National Foundation of Credit Counselors.
There are both for-profit and non-profit credit counselors – the NFCC usually works with non-profit institutions. The cost of getting credit counselling will vary from agency to agency, but usually starts as a flat fee for your initial consultation, plus a percentage of the total debt settled if you require more help.
Budget Building
This is the first step of working with a credit counselor. You will usually sit down for a 1-2 hour meeting to discuss your current situation. This includes your total debt load, income, expenses, and how you are currently spending your money.
Your counselor will review all of this with you, and recommend some educational materials or courses with some more advanced techniques for discharging your debt as quickly and cheaply as possible. They will also work with you to build a new budget that you can afford.
How Is This Different from My Own Spending Plan?
If you already have a strong budget or spending plan, and have simply fallen behind on payments because of spending shocks or income loss, this step of the process may not tell you much that you do not already know.
Statistically, most people do not have a budget or spending plan actually laid out that gets updated with any regularity. One of the biggest advantages of speaking to the credit counselor is that they are a completely unbiased 3rd party working to get you out of debt. This helps craft or revise a stronger budget, based on purely the facts and figures, not emotion or panic. Working with a certified credit counselor is also a good way to learn about tax incentives, subsidies, or other debt relief programs in your state that you may otherwise not be aware of.
Debt Management Planning
If your debt problems cannot be addressed by rearranging your budget, the next step is creating a Debt Management Plan.
With a Debt Management Plan, your credit counselor will work directly with most of your creditors (usually everything except Secured Loans, like mortgages and car loans). Your credit counselor will negotiate to get as many late fees and finance charges waived as possible, and set up regular monthly payments to pay off the debt.
Instead of paying your creditors directly, you now make one monthly payment to your credit counselling agency, which then distributes that payment to each creditor (according to the terms they could negotiate).
Debt Management Plan and Debt Consolidation
Debt Management Planning is superficially like debt consolidation, where you take out one big loan to pay off many smaller debts. Debt consolidation is often also part of the credit counselling process, and your credit counselor will be able to help decide if it should be part of your payment plan.
When you work with a credit counselor, their goals are to help you repay your debt as fast and cheaply as possible. They usually discourage taking out more loans, unless it is the only option available to preserve your credit rating.
Advantages of Debt Management Plans
In theory, your debt management plan will not be very different from something you could build yourself, if you are able to successfully negotiate with your creditors.  However, it does have some distinct advantages:
	Experienced Negotiators. Your credit counselor is a professional credit negotiator, and so they know the right buttons to push to get your fees lowered as much as possible.
	Relationship with Creditors. Your credit counselors already have established channels of communication with most creditors, so they know exactly who to talk to in order to get things moving smoothly. This can even include things like moving around payment due dates to get everything all on one schedule.
	Leverage with Negotiations. When your credit counselor is in contact with your creditors, your creditors know that you are in a tight spot financially (and not making up some story over the phone). Your creditors are not interested in driving you into bankruptcy, since that means they do not get paid. This usually makes them more flexible when negotiating with credit counselors compared to when you speak with them directly.
	Clear Reporting. Your credit counselor will send you monthly reports about the exact status of all your debts, including how quickly each is being paid off.
	Lower Total Payments. When we outlined juggling bills, we saw that it can be cheaper to pay off some bills completely than make minimum payments on everything. Your credit counselor knows this too, and will optimize the payment schedules to pay off the most expensive debts the fastest, and minimize the total amount you need to pay.

Restrictions of Debt Management Plans
Debt Management Plans are not always a simple solution, and can require some tight restrictions on what you can and cannot do.
	No New Credit. When you enter a Debt Management Plan, it appears on your credit report (not as a positive or negative, just that it exists). This serves as a warning to any other creditors that you should not be extended any new credit. If you do get a new line of credit anyway, your credit counselor will terminate your Debt Management Plan, putting you back at square one.
	Cancel All Credit Cards. Most household debt that requires credit counselling comes from credit cards. Debt Management Plans require you cancel all open credit cards, and you cannot open new ones until your current debt is paid off (not including mortgages).
	Tricky Relationship with Creditors. Just because you are using a debt management service does not mean your creditors will stop calling. Once you are on a plan, most credit counselors will advise you to cease all communication with your creditors, and let them handle it. If you do speak with your creditors and say something that conflicts with the negotiations your counselor has been working on, it could sink your whole plan.

Debt Settlement
If your debts are too great compared to your income to reasonably pay off with a Debt Management Plan, the next step is Debt Settlement. With Debt Settlement, your credit counselor will set up the same type of monthly payments you need to make, but they deposit the money into a separate savings account, and do not pay any of your creditors.
Instead, they enter “hardball” negotiations – their position now is that you are on the verge of bankruptcy, and your creditors can reduce the total amount owed to something you can afford, or risk not getting paid at all if you go bankrupt. Once your creditor and your counselor come to an agreement on that new lower amount, your creditor gets paid off out of that savings account you have been paying in to.
Advantages of Debt Settlement
Debt Settlement is the “Nuclear Option” when it comes to paying off your debts. The only step farther is declaring bankruptcy.
The major advantage Debt Settlement has over a regular debt management plan is that the total amount you must pay will be significantly reduced. This includes reducing or eliminating the finance charges, plus it can reduce the principle (no other non-bankruptcy solution will reduce your principle owed). That this point, your creditors are trying to take whatever they can get, hoping to not be left with nothing if you go bankrupt.
Disadvantages of Debt Settlement
Every other debt management solution works to preserve your credit rating, and keep all your creditors happy and your budget secure. Debt Settlement does not. This adds some unique disadvantages, which should leave debt settlement as an option of last resort.
	Immediate Damage to Your Credit. With debt settlement, you immediately stop paying all creditors while the negotiations are in progress. This means your creditors will immediately start reporting you as delinquent on all of your accounts, which will do a lot of damage to your credit.
	Long-Term Damage to Your Credit. There are three statuses your credit report shows for every account: “OK/Paid”, “Late/Delinquent”, and “Settled”. A “Settled” status means it was discharged through a debt settlement negotiation. This is better than an unpaid account, but it is nowhere near as good as “OK/Paid”. This will remain on your credit report for at least 7 years.
	Increased Harassment. Your creditors will not be happy when you stop making monthly payments, and will try to bounce claims off you and your credit counselor at the same time, trying to “catch” inconsistencies to improve their bargaining position. Your credit counselor will usually advise to not answer your creditors at all while debt settlement negotiations are in progress.
	Credit Restrictions of Debt Management. You will still be required to close your credit cards and be prevented from opening new lines of credit while the negotiations are in progress.

Predatory Credit Counselling Services
If you enter Debt Settlement Proceedings, your credit counselor will usually take a fee as a percentage of the total amount of debt that they are able to get “cancelled”. For example, if they negotiate a $1000 debt down to $700, they may charge you $150 as a fee for the service.
For large debt loads, this can be a real money-maker, which opens the door to predatory practices. A predatory credit counselor will usually advise Debt Settlement as a first step, or suggest it before exploring other alternatives. There are plenty of cases where debt settlement is the best option, but if it is the first suggestion, you may want to get a second opinion.
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If you start falling seriously behind on your bills with simple prioritization and negotiation not enough to catch up, you still have some options available to keep your finances under control.
One of the most straight-forward options is Debt Consolidation.
When to Consider Debt Consolidation
Most adults have at least half a dozen creditors, such as credit card companies, banks for a mortgage, car loan providers, student loan providers, and basic utility companies. If a serious spending shock hits, such as losing your job, you may start falling behind on payments for several creditors at once.
Simply prioritizing your bills and negotiating with your creditors can get most people through tight money situations for a month or two, but it can only work for short periods of time.
After a couple of months, even the savviest negotiators will find themselves getting stuck with mounting late fees, finance charges, and angry calls from creditors. Each late payment is also lowering your credit score, which will hurt your chances for getting other lines of credit in the future.
What It Means to Consolidate Debt
This is where “Debt Consolidation” comes in. Consolidating your debt means taking out one big loan, and using that to pay off all outstanding balances from all your previous loans.
There are a lot of great reasons to go for debt consolidation as soon as you find yourself in hot water.
Preserves Your Credit Rating
Every time you make a late payment on your credit card or other loan balance, your credit rating will take a hit. Miss enough payments, and you will have a very hard time securing any loans, even many years later.
On the other hand, if you consolidate your debt and pay it off quickly, your credit rating can actually improve. Paying off all the outstanding balances means no more bad reports on your credit history. Debt consolidation acts like any other loan – making payments on-time will boost your credit rating.
Keeps all your creditors happy
Remember: the most important concern for any of your creditors is that they get paid, and the sooner the better. Consolidating your debts quickly and getting all outstanding balances paid off builds goodwill with your creditors. This means they will usually be more flexible in the future if you hit another rough patch, because they know you will come through.
Lowers Your Payments
Once all your outstanding balances are paid off, finance charges and late fees are gone too. This means the amount due each month is just a single payment towards the principle and interest – the same as any other loan. The interest rate on consolidated loans is almost always much lower than the late fees and finance charges you will get from each of the individual outstanding balances.
What this means for you is that a consolidated loan will keep your credit healthy and growing, and lower your monthly payments to pay off the same principle in debt.
How to Consolidate Debt
Consolidating debt means taking out a loan to pay off other outstanding balances. Like all loans, there are two main types.
Unsecured Loans
Getting an unsecured debt consolidation loan is very rare. Most creditors are very wary of people who need debt consolidation loans, because it means they have already let their debts get out of control.
The exception to this is simply using your credit card to pay off all other balances, if you have a sufficient credit limit. If you already pay most of your bills using your credit card, you are consolidating your debts without even realizing it. Many people prefer this simply to keep all their payments in one place, making them easier to track.
The biggest downside of using credit cards, or any other unsecured loan, to consolidate your debt is the finance charges. Unsecured loans almost always have higher interest rates. This means you might not be saving very much money by consolidating everything on your credit card, then making minimum payments.
You also cannot use your credit card to pay off other credit card debt. If credit card debt is one of your problems to begin with, you probably will not be looking at unsecured loans for consolidation.
Secured Loans
Most types of loan consolidation involve a secured loan, usually a home equity loan (a second mortgage). This means you will use the equity built up from your home to take out a new loan. The amount of debt you can consolidate is dictated by how much equity you have for use as collateral. If your debts are greater than the equity you have built up in your home, you are considered insolvent.
If you are a renter, there are also some types of secured loans that can use your car or other property as collateral. Unfortunately, these usually fall under “Payday Loan” or “Pawn Shop” type lenders, which can have excessively high finance charges. Taking these types of loans is more likely to drive you farther into debt than help pull you out. If you are not able to find any other types of consolidation loans, you should investigate other credit counselling services.
Risks of Consolidating Debt
Debt consolidation is not a “Get out of debt” free card. You are simply using existing credit lines and equity to pay off a temporary hardship, and preserve your credit rating.
Risks with Unsecured Loans
If you simply transfer other outstanding debts onto your credit card, you now must grapple with your new credit card debt. Credit cards typically have fairly high interest rates compared to secured loans, which means your interest charge will still be very high (likely nearly as much as you would be paying in late fees, but without hurting your credit).
If you can only afford the minimum payments on your credit card, you are stretched dangerously thin – any other spending shock could force you into default
Risks with Secured Loans
Consolidating your debt with a secured loan is cheaper than using your credit card or an unsecured loan. This makes it a more attractive option, but it comes with its own serious drawbacks.
First, you are wiping out your equity. This means all the value you have been building up in your mortgage (or any other property used as collateral) is gone – you will need to completely pay off the consolidation loan to get it back.
Second, you are still stretched very thin. Missing your payment on a consolidated secured loan is the same as missing a payment on your primary mortgage – it could put your whole house into default, and trigger a foreclosure.
Taking Action
If you are in a position where you cannot simply juggle your bills or negotiate a month or two extension with some creditors to get your head above water, you will need to take action quickly to get out of debt and keep your finances healthy.
Consolidating your debt is often one important part of that process, but it is not a decision to take in a vacuum of other input. If you are in a position where you are considering consolidating your debt, you should first speak with a not-for-profit credit counselling agency in your area to fully explore your options. Debt consolidation is usually one action as part of a larger personal finance plan, not an action to be taken on its own.
The clock is ticking any time you are working with debt. It is always better to ask for help sooner than start to panic later.
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Everyone has had financial emergencies, when a huge spending shock breaks your budget or spending plan into pieces. If you have more than one emergency in a short time, such as if you lost your job, your outstanding debt balances might start to spiral out of control.
Even in extreme circumstances, it is still possible to keep your personal finances under control. With some ingenuity, and a little bit of luck, you can start slashing loan balances and keep your credit rating in one piece.
What It Means to Negotiate Debt

If you are already getting behind on your bills, you will need to split all of your balances into two parts:
	The Principle. This would be the amount you borrowed (for credit cards), or the amount of service used (for things like utilities).
	The Finance Charge. This is “Everything else” – the interest fees, late charges, service charges, and everything else.

When you get behind on your bills, the Finance Charge is what will start growing out of control (particularly with credit cards).
If you want to protect your credit rating, there is nothing that can be done about the Principle for now. Debt negotiation focuses on lowering the Finance Charge, and protecting your credit score. By working with your creditors, you may be able to get some of the late fees and interest charges reduced or removed from your total balance.
To Err Is Human
Everyone falls behind on their bills at one point or another. Debt Negotiation leverages this fact – if you call your creditor to explain the situation, the person on the other line has likely been in exactly your situation before, and usually can offer you some room to breathe.
Believe it or not, creditors like negotiating these finance charges. They prefer to be paid in full on the due date, but they would much rather hear from you and adjust some finance charges to not getting paid at all. Imagine if you loaned $20 to a friend, and that friend was not able to pay you back on the day you agreed. You would much rather get a call or text from him or her explaining the situation than if they started avoiding you.
Companies are the same way. If you are not able to pay your bill one month, they do not know if a payment is coming next month, or if you are on the verge of declaring bankruptcy. If they are forced to use a collection agency to go after you to get their money, they want to add on as many finance charges as possible to pay for the extra effort. If you let them know your situation (and that they will get paid) sooner, they will usually drop some or most of those extra charges.
How to Negotiate
“Debt Negotiation” is not the same as “Debt Settlement”, “Debt Consolidation”, or any other debt management service that you might have seen advertised. The process of negotiating your debt has two basic steps.
Step One: Make Your Payment Plan
If you know you will be behind on your bills, you first need to prioritize which will get paid, by how much, and when you will send your payment. Negotiating your debt means that you will need to talk to your creditors directly. Every person you owe will want to be paid first, and you cannot promise that to everyone.
By having a strong plan, you will be able to tell your creditor what your situation is and when you expect they will be paid.
Step Two: Call Your Creditor
To rephrase, “Call your creditor as soon as possible”. You need to be in contact with your creditor as soon as you know that they will not be paid the full amount by the due date. This is where you negotiate the finance payments.
Ideally you will call them before the due date, especially before the late charges are applied. The longer you wait to call, the less likely your negotiation will be successful. Also notice that the word is “Call”, not “Email” or “Live Chat”. Remember – when a debt collector wants to get a hold of you to put pressure, your phone will be ringing. You want to put that pressure on your creditor – it is much easier to say “no” by email than over the phone.
Step Three: Know What You Are Asking
When calling your creditor, you will need to be very clear on what you are asking for. You are not asking for a reduction in principle (we will cover this later), only asking for the late fees and extra interest payments be deferred while you get money together. These are things that whoever you speak to over the phone can usually help you with (or at least their manager).
When calling, try to use the term hardship, and ask if they have a hardship assistance program. Many larger creditors have a procedure in place specifically for hardship assistance, which includes waiving late fees and lowering interest payments.
Regardless of whether such a program exists, your main ammunition is your payment plan (giving them specific progress points to hold you to), and the fact that the person on the other line is human. Explain what caused the hardship, and that you do have a plan to pay the debt. You absolutely should NOT get angry at them, or try to fight their decision – if things are going poorly with one representative, you can try to call back and talk to someone else.
Benefits of Debt Negotiation
Earlier, we showed that getting one or two months behind on your bills can be addressed by putting off some bills until next month, and paying the rest in full today. We also estimated that there would be some damage to our credit by doing this, along with a pile of late fees and interest charges.
In that scenario, there was no communication with the creditors, we just tried to see which bills had the highest fees and highest risks. We could potentially get our total loss much lower, or even zero, if we simply reached out to those last remaining creditors and asked for an extension.
Lower Cost
The most obvious benefit of debt negotiation is pure cost. Talking down your late fees and interest payments will reduce the total amount you need to pay off.
Cheap and Easy
Negotiation your debt takes some time and planning, but can be accomplished with little more than a phone call. This makes debt negotiation by far the cheapest debt management solution out there.
Preserved Credit
This is another huge bonus – talking to your creditors means they are far less likely to mark you as delinquent on any payments, and keep bad marks off your credit score.
In our previous scenario of paying off most of our bills and leaving others for next month, simply calling up our creditors to negotiate the late fees could have eliminated the problem entirely by cutting out the late fees and interest.
The bottom line is that if you get behind on your bills, call your creditors as soon as possible. Even if you cannot pay a dime this month, simply opening the lines of communication will save lots of money in the long run.
Starting The Discussion
Watch this great video from Bank of America showing how start the negotiation process with your creditors.
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It happens to everyone: a monetary emergency happens, such as a car breakdown, draining your bank account. Bills are still coming in, and you already know that you will not even be close to paying off everything this month.
One of the goals of strong personal finance is trying to avoid these scenarios by having a savings cushion, but this is not always possible. How can you get out of this situation with the least pain?
Example Scenario
For the examples in this article, we will assume that you have $1000 left in your checking account (and you already have enough groceries), with no paycheck coming until next month. You just received all of your bills by mail and email today:
	 	Bill Amount	Late Fee	Late Interest (Monthly)
	Rent	 $600.00	 $50.00	10%
	Electricity/Gas	 $80.00	 $10.00	5%
	Internet	 $80.00	 $10.00	5%
	Cell Phone	 $50.00	 $10.00	5%
	Credit Card	 $80.00	 $20.00	25%
	Student Loan	 $260.00	 $40.00	0%
	Car Loan	 $200.00	 $20.00	0%
	Car Insurance	 $30.00	 $5.00	0%
	Health Insurance	 $250.00	 $20.00	0%

 
The total amount is $1630 – way above what you can afford. To pull yourself up, you will need a plan of action.
Evaluate the Damage
The first step is to take a look at what will happen for each of these bills if they are not paid. This is a good way to prioritize which bills to tackle first.
	If your rent is unpaid for one month, you will get the late fee, but not likely evicted.
	Utilities usually cannot be turned off unless there are several months in a row of failed payments.
	Your internet connection probably will take a month or two of failed payments before your ISP shuts it off.
	If your cell phone bill is unpaid, your provider most likely will shut it down within a few days.
	Missing a credit card payment will not automatically put you in default, but it has a high interest rate and late fee. Plus this can really hurt your credit. The same goes for your car loan.
	Missing your student loan payment can put you in default fairly quickly – this is the stickiest kind of debt (not even bankruptcy will remove it).
	Missing a payment on your car insurance might void your policy. If you lose your insurance, you can no longer legally drive to work.
	Missing your health insurance payments might also void your policy (although there are some protections against this), and getting back on the plan might be expensive.

Now we can make a “ranking” of how important it is to keep each one of your creditors happy in the short term:
	Health insurance
	Cell phone
	Car Insurance
	Credit card
	Car loan
	Student loan
	Rent
	Electricity/Gas
	Internet

This priority will shift a lot if you are facing multiple months of being behind on your bills. For example, if you are under direct threat of eviction, rent might jump near the top of the list.
Explore Your Options
Next, spend a few minutes to think about any other ways you can scrounge up enough cash to make all your payments in one go. We discuss this in detail in our article on Short Term Financing.
Borrow from Friends or Family
Friends or Family might be able to help bridge the gap. This is usually the cheapest and easiest way to go, but many people are uncomfortable or unable to borrow money from the people they know.
Credit Card Financing
One option is to pay off your credit card first, then us the balance to pay off all your other debts, and pay off the credit card balance with your next paycheck. This is the second fastest and easiest method. This will keep all of your creditors happy, and you will not accumulate much interest before your next paycheck.
Short-Term Unsecured Loans
This is the type of loan you can ask for at a bank. Whether it is granted depends on your credit history, the amount you need to borrow, and the policies of the bank itself. If your bank offers it, this is another workable solution. This is NOT a payday loan. See our article on Short Term Financing to tell the difference.
Divide Your Paycheck
In the real world, this is the most common course of action if the first 3 options fail. Some of the bills are completely non-negotiable and will cause major problems if there is a lapse, like the health insurance, cell phone, and car insurance. For all the others, divide up your paycheck proportionally and hope your creditors do not complain too much until next month.
Pay Off What You Can
This also happens in the real world, but is more rare. In this case, instead of dividing up your paycheck proportionally, you pay off several of the bills in full, leaving others to be completely unpaid until next month. The creditors you do not pay off hate this – you will get angry calls or letters, and it might seriously hurt your credit.
Take Action
If you can borrow some cash, use your credit card, or get a line of credit from your bank, that will be the way to go. If not, you will need to determine which hurts less: dividing your paycheck, or paying off what you can.
Step 1: Subtract the Non-Negotiables
The top 3 things on our list are non-negotiable – any lapse in the bills will discontinue the service entirely.
Non-Negotiable Bills = Health Insurance + Car Insurance + Cell Phone
= 250 + 30 + 50
= $330
We know that no matter what, we need to spend this $330, leaving us with $670 in cash for the other bills.
Step 2: Calculate Cost of Each Bill If Unpaid
We want to decide if we are diving our $670 proportionally, or paying off a couple bills entirely. To see which is best, we first need to know how much each of the remaining bills will cost us if it waits until the next paycheck.
	 	Bill Amount	Late Fee	Late Interest (Monthly)	Bill With Late Fee	Interest Charge	Total In 30 Days
	Rent	 $600.00	 $50.00	10%	 $650.00	 $65.00	 $715.00
	Electricity/Gas	 $80.00	 $10.00	5%	 $90.00	 $4.50	 $94.50
	Internet	 $80.00	 $10.00	5%	 $90.00	 $4.50	 $94.50
	Credit Card	 $80.00	 $20.00	25%	 $100.00	 $25.00	 $125.00
	Student Loan	 $260.00	 $40.00	0%	 $300.00	 $-	 $300.00
	Car Loan	 $200.00	 $20.00	0%	 $220.00	 $-	 $220.00

 
$1,300 in bills today will grow to $1,549 next month if unpaid, or $249 more than it would be if we could pay everything today. We can see the biggest hits are coming from Rent and Credit cards.
We are not getting a monetary cost immediately from the Student Loans and Car Loans, but missing a payment will severely damage our credit history, and will accumulate more interest on the principle balance. We will estimate that the damage to our credit history will be worth $60 each for missing the Credit Card, Student Loan, or Car Loan payments.
There is also a chance our landlord and utility companies might report the missed payment – we will assume that it is about 1/6 chance, so we will put a “Credit Damage” amount of $10 for each.
This means the total damage done by missing every payment this month is:
	 	Late Fee	Interest Charge	Credit Damage	Total Cost
	Rent	 $50.00	 $65.00	 $10.00	 $75.00
	Electricity/Gas	 $10.00	 $4.50	 $10.00	 $14.50
	Internet	 $10.00	 $4.50	 $10.00	 $14.50
	Credit Card	 $20.00	 $25.00	 $60.00	 $85.00
	Student Loan	 $40.00	 $-	 $60.00	 $60.00
	Car Loan	 $20.00	 $-	 $60.00	 $60.00
	Total	 $150.00 	 $99.00 	 $210.00 	 $459.00 

 
Step 3: Calculate Cost if Paycheck Is Divided
Next, we want to see what our cost will be if we divide our paycheck proportionally. This means we are not paying any bill in full, so we are still getting the late payment, and some interest charged. However, we will assume that there will be 1/4 the amount of damage to our credit for a partial payment than if we made no payment at all.
	 	Bill Amount	Percent of Total	Amount We Pay	Amount Unpaid	Late Fee	Total Unpaid
	Rent	 $600.00	46.2%	 $309.23	 $290.77	 $50.00	 $340.77
	Electricity/Gas	 $80.00	6.2%	 $41.23	 $38.77	 $10.00	 $48.77
	Internet	 $80.00	6.2%	 $41.23	 $38.77	 $10.00	 $48.77
	Credit Card	 $80.00	6.2%	 $41.23	 $38.77	 $20.00	 $58.77
	Student Loan	 $260.00	20.0%	 $134.00	 $126.00	 $40.00	 $166.00
	Car Loan	 $200.00	15.4%	 $103.08	 $96.92	 $20.00	 $116.92

 
We are paying $150 in late fees alone. Now we factor in the interest charges and damage to our credit that goes with this payment:
	 	Total Unpaid	Late Interest (Monthly)	Interest Charge	Credit Damage	Total Due Next Month
	Rent	 $340.77	10%	 $34.08	 $2.50	 $377.35
	Electricity/Gas	 $48.77	5%	 $2.44	 $2.50	 $53.71
	Internet	 $48.77	5%	 $2.44	 $2.50	 $53.71
	Credit Card	 $58.77	25%	 $14.69	 $15.00	 $88.46
	Student Loan	 $166.00	0%	 $-	 $15.00	 $181.00
	Car Loan	 $116.92	0%	 $-	 $15.00	 $131.92
	Totals	 $780.00	 	 $53.65	 $52.50	 $886.15 

 
To calculate how much this is costing us, we can add together our total late fees, total interest charge, and total damage to our credit:
Total Cost = Late Fees + Interest Charges + Credit Damage
= $150 + $53.65 + $52.50
=$256.15
The total damage is $256.15, which is just $202.85 better than paying nothing at all, but still a big amount.
Step 4: Compare with Paying Off Big Credit Debts First
What if, instead of dividing up our paycheck equally, we just pay off what we can afford, and leave the rest? To prioritize, we can take our list of priorities and simply pay them off, working our way down.
	 	Amount	Remaining Cash
	1.       Credit card	 $80.00	 $590.00
	2.       Car loan	 $200.00	 $390.00
	3.       Student loan	 $260.00	 $130.00
	4.       Rent	 $600.00	Can’t pay – skip
	5.       Electricity/Gas	 $80.00	 $50.00
	6.       Internet	 $80.00	Can’t pay – skip

 
Now we have one very unhappy landlord and ISP, but our other bills are paid. We can now compare this to how much damage skipping these bills entirely will do:
	 	Bill Amount	Late Fee	Late Interest (Monthly)	Interest Charge	Credit Damage	Total Damage
	Rent	 $600.00	 $50.00	10%	 $65.00	 $10.00	 $125.00
	Internet	 $80.00	 $10.00	5%	 $4.50	 $10.00	 $24.50

 
This gives us a total damage of $149.00, saving over $100 compared to dividing up our paycheck equally. We even still have $50 in our pocket – applying this to the Internet or Rent bill would remove some of the credit damage and interest charge, saving even more money.
In every case, you will save a lot of money by paying off many bills with credit charges than trying to divide up your paycheck equally. The reason most people still divide up their paycheck when faced with a cash shortage is human: every creditor will send you emails and calls as soon as your payment is late demanding payment as soon as possible, so people try to minimize the damage from each creditor, instead of focusing on minimizing the damage from every creditor. By keeping the big picture in mind, you will do your spending plan a huge favor!
You can download a spreadsheet showing all of these calculations, and even change the values to match your own bills, by clicking here.
Pop Quiz
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 Personal Finance
 Researching Purchases
  Written by Kevin Smith 


Every person makes hundreds of purchases every week. Think about how many individual items you have when buying groceries, how often you eat out or use a vending machine, or how often you buy new clothes. Each purchase has a reason, but each purchase costs money.
One of the cornerstones of strong personal finances is knowing why you buy what you do, and knowing how to research your purchases in advance.
Why We Buy What We Do
Coke or Pepsi? Large coffee or Medium? Bag lunch or go out to eat? You will make thousands of tiny decisions every week about how your paycheck gets divided.
It is not possible to carefully consider every single purchase you make – this would lead to Decision Fatigue. Decision Fatigue happens because every choice you make takes some brainpower. As you spend more time and effort considering each choice, you will get worn out very quickly – this is why most people spend a lot more time researching “big ticket” purchases than every item in your grocery cart.
Once you break down your spending with a Spending Plan, you will see that all these little purchases add up very fast. This is why it is important to understand why you make each of those small purchases.
Advertising and Spending
You are susceptible to advertising, everyone is. Most people tend to think advertising does not really affect them much, but no matter how savvy you are, you will be affected by ads.
When you are deciding whether to buy a product, you already have some pre-formed opinions about what benefits you think you might get, which you compare against the product’s cost. But where did that pre-formed opinion come from?
This is called Source Amnesia, and it is exactly why advertising works for everyone. Source amnesia is when you know a fact, but cannot necessarily remember where you learned it from. This is where advertising has the biggest impact – smaller purchases, where you spend only a few seconds weighing pros and cons, where a simple endorsement you might half remember from an ad can tip the scales one way or another.
Previous Experience
Our own previous experience is the opposite of advertising – we have already tried a product before, and so we know exactly how well it works and the value it brings relative to cost. Smart shoppers need to weigh their own previous experience with caution, nearly as much as advertising. This is because it can make you fall into a “Spending Rut”, and less likely to compare one product to alternatives.
Everyone knows older relatives who use the same products or visit the same restaurants constantly for 30 years, even though newer, better alternatives have come out more recently. This happens because shoppers fall into these Spending Ruts, where a positive previous experience has switched off the part of the spending process where you consider alternatives.
Peer Pressure
When it comes to spending, Peer Pressure is not always a bad thing. Your peers will share their own experiences with a product, which is a good way to know what you are buying before wasting money. Getting an endorsement for a product from someone you trust is one of the best ways of knowing it is worth the price.
On the other hand, peer pressure can also encourage over-spending. If you have more than a couple friends, you will probably be getting recommendations from each one, claiming different types of products are well worth the cost and worth the investment. Each one might be right, but even if they are, buying more than a few recommendations can really hurt your budget.
Think about TV shows – you might have 4 different friends, each recommending a different TV show, which takes ½ hour to watch one episode. If you take the advice of all 4, you’ve already dedicated 2 full hours to TV, before you even get to the shows you privately wanted to catch up on!
How to Spend Your Time Researching
Researching purchases is mostly a time problem – there are thousands of purchases to consider, but only one of you, and 24 hours in a day. Thankfully, there are some great ways to research your purchasing habits faster and easier than ever before.
Use Your Spending Plan or Budget
This is really step one when looking at your spending habits – first define what money you actually have to spend. When you make your budget or spending plan, this usually means looking at what you spent last week (or last month), and using that as a starting point.
Next, see if you can reduce that spending without missing out. You might prefer name-brands or getting your coffee to go, but once you sit down and realize how much you can save by switching, you might prefer that extra cash at the end of the month a bit more.
This is a great way to “research” how much each item is really worth to you. Simply try decreasing your grocery or clothing budget by a few dollars each month – this will help you put an extra few seconds of thought into each item that goes into your grocery cart, which sometimes is all it takes to save a lot of money in the long run.
Compare Online as You Shop
Most people have a smartphone with full internet connectivity. If you are purchasing items worth more than $20, it will be well worth your time to try a quick price-check online for that item.
This gives two major advantages: First, you will see instantly if you can find it somewhere else cheaper. If the purchase can wait a few days, you can instead order it online when you get home. Second, it will instantly connect you to user reviews of other people who have purchased it. This will help see the product’s actual quality, how long it will last, and if anyone regrets the purchase.
Delay Purchases
If you want to buy something online, there is a simple trick to saving a huge amount of money – simply do not purchase it as soon as you made up your mind that you want it, even if it is on sale.
This gives you a few automatic advantages when it comes to researching, with absolutely no extra effort. You might have already noticed when advertisements “follow” you around the internet. You can put these ads to work by doing some of the research for you! If you found an item that you want but do not buy it right away, the ads that are following you will now be showing you a bunch of alternatives – some might have better prices or better reviews that you did not see during your first round of research.
The biggest advantage is simply cutting out impulse purchases entirely. According to the BBC, most shoppers waste about $800 per year on impulse buys that they never really use and never needed. Delaying your purchase by a couple days kills that impulse – if you no longer want it, you just saved yourself the entire purchase price (plus having junk accumulate at your house).
Be Wary of Sales and Bundles
A shopper recently purchased a laptop from a major electronics store. It was a competitive price, was well-researched, and had all the specs desired. At the check-out, the salesperson offered a bundle – the store would offer a full set-up of the laptop, complementary antivirus software with a 1-year subscription (which the store sold separately for $70), and a 1-year warranty for accidental damage, all for $60.
This bundle exists at most electronics stores, with similar terms, but really does not offer much more than simply increase the cost. The bundle is offered at check-out specifically to give the buyer little or no time to research the purchase before making a decision, which is always a red flag. In reality, no part of the bundle was a good deal:
	There is no real “set-up” process for new computers anymore. Just entering your name and logging into your home’s WIFI is usually enough to get up and running.
	Almost every new computer comes with a “trial” version of professional antivirus software, which lasts as long as the membership offered in the bundle. Windows also now includes its own anti-virus built in (known as Windows Defender), and free versions of almost every other reputable antivirus exist for extra protection. Apple users are not immune to viruses (as many suspect), but also has its own free suite of antivirus software to choose from.
	The accidental damage warranty offered by the store was almost identical to the one already included by the manufacturer of the laptop, providing no benefit.

You can find a similar story with almost any bundle ever offered at check-out. If you are being offered a bundle deal without being given time to do proper research of what you are buying, you will be better off by opting out and sticking with the purchase you have already investigated.
Pop Quiz
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 Personal Finance
 Work Versus Study
  Written by Kevin Smith 


Every high school student makes a choice when they are about to graduate – enter the job market right away, enter a trade school, or enroll in a university?
Everyone will make the same kind of choice many times throughout their lives. If you first choose to work, the option is usually still available later to go back to school. University graduates sometimes feel like they are reset back to square one: once they have a degree in-hand, they must choose again whether to enter the job market right away, continue studying for a Master’s Degree or Doctorate, or work towards professional designations and certifications!
Striking a balance between working and studying will dominate your career path, lifelong income, and job satisfaction, so everyone always needs a plan.
Step 1: Understand the Question
If you are graduating high school or college, the question of going right to work or going back to school (or training) seems pretty straight-forward: Earn money now, or try to find a way to increase the amount of money you will earn later. This does not give you the full picture – a big part of the reason why you might go right to work, or go back to school, has as much to do with the doors that will open (regardless of the choice) as it does the paycheck you earn or the degree you earn upon completion.
Your career will change and evolve, be prepared!
Baby boomers, on average, held about 11 jobs by the time they turned 50. If we think each person was 17 when entering the job market (some entered earlier, some later), that means each person changed jobs, on average, once every 3 years (less than 10% held four or fewer jobs during their career).
You might have heard that older generations often stayed with the same employer for their entire career – even though people changed jobs more often, this is often due to promotions or role-changes, more than a full career change. With younger generations, we do not have enough data yet to show how many jobs each person has, but research is suggesting that young people are changing jobs about as often, but changing their employer, and the types of jobs, more often than in the past.
This means that the types of jobs you are applying for today, and the type of training you would get from going back to school, is probably not going to be exactly lined up with the work you do 8 or 9 years from now.
Open Doors
This is important for your choices today. Everyone needs to prepare themselves for a rich and rewarding career doing something they enjoy, and an important part of that is growth. This means that regardless of your choice to work or study, you need to focus on building valuable skills and experience that you can use to build up your career later.
Step 2: Build Skills
Once you realize that the job you are preparing yourself for today might be a far cry from what you want to be doing in 10 years, the next step is building skills to distinguish yourself from all the other job-seekers.
Building skills is vital for any successful career, regardless of how much education or training you have. There are over 150 million workers in the United States today: to give yourself a fighting chance at a rewarding career, you need to be able to do things that set you apart from the crowd.
Building Skills in the Workforce
If you are jumping right into the workforce, this means actively seeking out jobs with some level of on-the-job training, and opportunities to grow over time. You do not need to constantly switch jobs and employers, so long as you feel that the work you are doing today will make you a more valuable asset to any company tomorrow.
Building Skills at School
If you are studying, needing to set yourself apart becomes more obvious. As soon as you graduate, you will be in direct competition for everyone else from your major for the same pool of jobs.
This means your goal while in school is not just to excel in your major, but find new and exciting ways to show how you are different from everyone else – what makes you a more valuable prospective employee than everyone else from your classes.
Most universities have built-in ways to do this: you can declare a second major or a minor, ideally focusing on skills and knowledge that will be valuable for jobs mostly recruiting in your primary major. You can also join skill-building fraternities, sororities, or student organizations, which include seminar series, special projects, and opportunities to take on leadership roles.
Step 3: Build Your Network
Building a network is one of the ways that going to a full university can really help your career, even beyond the skills learned.
Your “Network” is the group of peers you build with similar careers (or career objectives). They might be close friends, or even just professional acquaintances that you occasionally work with on a personal basis. Most universities work on building student networks by encouraging group projects, collaborations, and mixing students together. Professional organizations (again, like fraternities and sororities) might be the fastest way to build up a network, as they often organize mixers including both current students and graduates already in the workforce.
The Hidden Job Market
The reason these networks help is that it will connect you to job openings, promotions, and career advancement opportunities that simply do not exist unless you already know someone. If you have looked for a job recently, you have probably been very frustrated by the fact that up to 80% of job openings simply are not advertised at all – they get filled by someone who knows someone who can provide a recommendation.
Building a professional network of friends and contacts working in the industry where you want to be will help you tap in to this huge pool of rewarding jobs that you might otherwise completely miss out on. In fact, the opportunities to build your professional network through peer groups and internships is one of the least-advertised (and most important) advantages of going to college.
Networking Outside of School
If you jump straight to the workforce, or have already graduated, building up your professional network might be a bit slower, but is still very important. Try joining a professional social network, like LinkedIn, to help manage your networking presence. As you build relationships with other professionals, you can add them to your network in order to keep in touch outside the narrow scope of the job at hand.
You can start to balloon your professional network by participating in volunteer groups, social events, and basically any activity that lets you meet and mix with new people. Blurring the line, taking evening or weekend classes at a local college on topics that interest you is a great way to both build your unique skill set and build your network at the same time.
Step 4: Compare Cost
This is the big one – how much will school cost you, and how much will you lose in lost wages if you attend? Think about the jobs that will be available to you when you graduate – is the benefit worth the cost?
This is the hardest part of the problem to really define and solve for yourself. To try to see the scope of the problem, try out our job search tool and look for some job openings in your area. You can narrow down your search by using keywords describing the kind of work you want to do – it does not need to be your dream job, but something you could see yourself doing, and will help you build skills and a network.
Find Your Job First, Decide on Education Later
Once you pick out jobs you like, compare what qualifications they require against the pay they are offering. If you see that the job has very low pay but absolutely requires a 4 year degree, it suggests that there are a lot more people with that degree than there are jobs willing to hire them – so you will need to really focus on building skills and keeping the cost of education down to break even.
On the other hand, many jobs emphasize experience and practical skills more than education requirements. For these, you can start working backwards – to get the experience requirement, what other jobs will you need as a stepping-stone, and how much do those pay? If your dream job requires 5 years of toil in a job you hate for low pay, you can usually replace some of that experience requirement with some relevant education or other training.
Minimizing Education Cost
If you do decide to go to college or university, your choice now is focused on balancing cost, quality, and networking opportunities.
	The cheapest way to get a 4-year degree (outside of scholarships) is completing your first two years of general education requirements at a smaller local community college while continuing to live at home, or working part-time to offset the cost.
	The most expensive way is usually living on-campus for all 4 years at the same institution, which can add tens of thousands in extra tuition and room & board expenses.

The flip side is that just attending class, then going back home seriously reduces the amount of interaction you will get with your peers, hurting your networking opportunities. Staying at the same school for all 4 years also opens more doors to get involved in professional organizations early, rising to leadership positions (which looks great on your resume).
Whatever balance of work, training, and education you take, make sure it is an informed choice. Look at job postings early and often, not necessarily to constantly switch jobs, but to make sure you know what skills are in demand, and to help plot a course for your career forward!
Pop Quiz
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 Planning Long-Term Purchases
  Written by Kevin Smith 


When you are evaluating how to spend your money, most people make a fairly simple comparison – if the benefit you think you will get from the purchase is bigger than the cost, then most people go ahead with the purchase.
When you are working to master your personal finances, you might notice a problem. There are far more potential purchases you can make that you think are “worth the money”, so very little might get set aside for savings. This is when you need to start thinking long-term, and build a toolkit that lets you think about a purchase, and how it will impact you over time.
Opportunity Cost and Depreciation
When you start to plan your purchases across time, you stop thinking about whether or not a potential purchase is “worth the money”, and start to think about how this purchase will impact you moving forward. To make this easy, you can start applying some economic and financial concepts to your purchases.
Opportunity Cost

Opportunity Cost is the value of the paths you do not choose

The “Opportunity Cost” of a purchase is what you are giving up when you buy something. If you purchase a new smartphone for $800, it means that it cost you not just the $800, but also all of the other potential purchases you could have made with that same amount. It also means you cannot save or invest that $800, earning interest or returns on the investment.
When you want to make a bigger purchase, instead of thinking of cash in your pocket, keep in mind you are taking that money from everything else. If that $800 was currently invested in the stock market, would you be willing to pull it out of your investments to buy the smartphone? What if instead of the latest model, you only needed to pull out $500 for a 2-year old model, leaving the other $300 to continue to grow?
Amortization and Depreciation
Amortization means you can spread the value of a purchase over its useful life instead of counting it was one sunk cost, then “free usage” until it breaks or you get rid of it. This means that if you buy an $800 phone and use it for 3 years, you could count it as costing $266.67 per year.

No purchase lasts forever

Depreciation is a related idea. This means that the value of every purchase you make will slowly go down over time. The new smartphone you purchased will start to get slower and less reliable. The novelty you get when you first purchase it and show off all the new features will wear off the instant a newer model is released.
Depreciation also works in the opposite direction. If you are comparing an expensive, high-quality good and a cheap, low-quality version that will break faster, it usually will show a better value for the more expensive version, since you are getting more value over a longer lifespan.
Combining Concepts
When you want to plan for a purchase, you will be playing a balancing act between the value, monetary cost, opportunity cost, and depreciation of the purchase. The more expensive, and the longer you think the purchase will last, the more important this balance becomes (as opposed to just whether you can afford it).
Keeping with our smartphone example, let’s assume you are still trying to decide between the $800 newest model, and a two-year-old model at $500. To make our decision, we need the following information:
	On average, people keep their smartphones between 2 and 3 years. You will keep your phone for 3 years.
	We also need something to compare our purchase against – S&P 500 stock index has an average long-term return of about 11%. We do not want to be too optimistic, so let’s assume we can invest in the SPY ETF and expect to earn 8% per year.

Step 1: Calculate Realized Purchase Cost
Your “Realized” purchase cost will be the sticker value, plus the opportunity cost. In this case, if we buy the new phone, it costs $800 flat. If we buy the older phone, it costs $500, but we are investing that extra $300 savings at a rate of 8% for 2 years.
Using our compound interest calculator, we can see that our $300 will grow to $378 – an extra $78. Since this is cash we would not have otherwise, we can subtract it from the purchase cost.
Now we are comparing an $800 new phone with a $422 old phone.
Step 2: Amortize the Cost
Next, we can amortize the cost over the phone’s useful life.
	Our $800 phone costs $266.67 per year for 3 years.
	Our $422 phone costs $140.67 per year for 3 years.

We can see that it is still much cheaper per year, but we knew that before. We also know that we value the $800 more than the $500 phone, or else we would not need to think about the trade-offs so much. The purpose of amortizing the cost is to give ourselves a yearly number that we can depreciate – what this phone is costing us per year.
Step 3: Depreciate the Value
Next, we need to figure out how quickly the value of our phone will disappear. If we assume how much we value the phones decays at the same rate of the market, we know that an $800 phone will decay to $500 ($300), 37.5% within 2 years, or 18.75% per year.
At this point, we have not yet specified how much we personally value each of the phones in front of us. It could be that the new phone has some amazing new feature that we would be willing to pay $3,000 for, and the $800 asking price is a real steal. Or it could be that our value of the phone is just a little bit more than the asking price. When you depreciate the value of a phone, you are not depreciating the money it costs you to buy – you are depreciating the value you place on owning it.
Unfortunately, right now we do not know how much we value these phones (either by themselves or relative to each other). Instead, what we will assume is that we value the phones at least as much as they cost us. This means we will take our amortized value and depreciate that to give ourselves a minimum amount we must value these phones to even consider buying them.
		Year 1	Year 2	Year 3	Total
	New Phone	$266.67	$266.67 – 18.75% = $216.67	$266.67 – 37.5% = $166.66	$650.00
	Old Phone	$140.67	$140.67 – 18.75% = $114.29	$140.67 – 37.5% = $87.92	$342.88

These totals are less than the price, so now we can find our break-even value for each phone.

If the cost of the purchase is less than how much you value it, don’t buy!

The “Break Even” point is when the cost of the phone is equal to how much you value the phone, including how much value it loses over time. Regardless of the alternatives, you would not buy a phone for a higher cost than you value it.
New phone: $800.00 – $650.00 = $150.
This means we need to factor in $150 in lost value over the life of the phone by adding it back in to our purchase price.
$800 + $150 = $950 Break-even point.
For us to consider purchasing the new smartphone, we need to value it at $950 or more (not even comparing with the old phone).  This is the minimum value we need to put on this phone for it to be an option. If we cannot say that we would get $950 of value out of the new phone, our decision is over: do not buy it.
Old phone: $422.00 – $342.88 = $79.12
This means we need to factor $79.12 in lost value over the life of the phone by adding this back into our purchase price.
$422.00 + $79.12 = $501.12 Break-even point.
For us to consider purchasing the old smartphone, we need to value it at $501.12 or more (not even comparing with the new phone). This is the minimum value we would put on this phone for it to be an option. If we cannot say that we would get at least $501.12 in value out of the old phone, our decision is over: do not buy it.
Step 4: Make a Decision
What we calculated in Step 3 was our minimum values for how much we might value each phone. Now we can calculate the difference in these values:
$950 – $501.12 = $448.88
Now we can finally make our decision of which phone we want to buy. Do you think you will get $448.88 more in value from the new phone than the old phone?
This is only up to you, nobody can tell you how much you personally value the new phone (or the old one). The purpose of the 4-step process is not to tell you which choice is “best”, but only for you to see the full impact of the decision across time.
Once you factor in opportunity cost, amortization, and depreciation, the choice of phone looks a lot different. A $300 sticker price difference transforms into a $448.88 value difference once we look at how the purchase impacts us across time. This means a smart shopper will go for the older phone, unless they can justify to themselves why the new phone is worth $448.88 more.
If you want to try out this exercise for yourself, you can download a sample spreadsheet here showing the steps above.
Hold On, This Is Way Too Complicated!
Now that you have seen all 4 steps in action, you can understand the value of looking at a purchase over a longer period of time, but actually making all these complicated calculations when you are standing in a store considering two alternatives seems a bit unlikely.
And you are completely right!
It will be very rare when you compare two or more options using this full process. At most, you might sit down for the full calculation once or twice per year. The important thing is not that you calculate the exact realized purchase cost, amortized cost, and depreciated value, but that you remember all three of these factors should weigh into your purchase, not just the sticker value.
Calculate at the Check-Out
The next time you make a purchase for something you expect to keep for a long time, try thinking specifically about how long you expect it to last. Next, remember that the money you are spending is money you are not using for something else, like investing, so add in a bit of extra cost to account for what you are missing.
Now divide that full cost over its useful life, whether it is 6 months or 5 years. Every purchase you make has a useful lifespan, do not fall into the trap of thinking a purchase is good “forever”. Whatever it is, it will break, a better alternative will come out that you purchase instead, or the reason you originally bought it will eventually disappear from your life. Always put a maximum useful life to every purchase. This gives you some idea of how much this purchase will cost per week, month, or year of its life.
Finally, consider how fast the purchase will lose its value. A lot of technology loses its value fast – our phone example was decaying at about 18.75% per year. Better alternatives are always coming out and new apps are released that require newer hardware. Your clothes will also have a fast decay rate, as they go out of fashion, or are damaged through normal use. Other purchases, like kitchenware or furniture, will lose value more slowly.
You do not need to take out your calculator and get exact numbers for each step, but you do need to remember that all of these factors exist! Just keeping that in the back of your mind will make you a much smarter shopper, and help see the true value and cost of your long-term purchases.
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Health Insurance is usually the most complicated and expensive insurance you need. Unfortunately, it is also usually the most important, making it very difficult to avoid the cost.
With very few exceptions, health insurance is mandatory for all citizens in the United States, but the way you become insured will change drastically based on your age, income, and the company you work for.
Types of Health Insurance
Health insurance falls into three broad categories:
Public Insurance
The government provides public insurance directly to some people. This includes the Medicare (healthcare for the elderly), and Medicaid (healthcare for very low-income families and children). It also includes some health insurance coverage for veterans. Payroll taxes pay for Medicare and Medicaid. Public health coverage is not free – the covered persons usually must pay some amount out-of-pocket before the public insurance takes effect.
About 50% of all healthcare spending in the United States is through Public Insurance programs (especially Medicare).
Group Insurance
Employers offer group insurance to their employees. With Group Health Insurance, a business will split the cost of health insurance coverage with its employees. Eligible employees are usually required to participate in the program, unless they already have better coverage from somewhere else. Group insurance is usually the cheapest for everyone. This is because it groups many people of different age groups and risk levels together, and splits the cost with the employer. Big group policies also have bargaining power to negotiate better deals with the insurance provider. About 60% of Americans have health insurance coverage through their employer.
Individual Coverage
You may need to purchase health insurance directly from a health insurance provider yourself if you cannot get it through work. The average cost is usually higher by purchasing yourself because you are not splitting the cost with your employer. There are some subsidies and state-run insurance exchanges that can make this cheaper. About 9% of Americans are covered through individual health care plans.
Health Insurance Terminologies
Health insurance is built upon the same core concepts of premiums and deductibles, like all other forms of insurance. The “Premium” is the monthly charge you pay to have health insurance coverage. Your deductible is the total amount you will need to pay out-of-pocket in medical expenses before your insurance starts to pay for some of it. As with all insurance policies, there is a balance between the premiums you pay, the deductibles you will need to pay in case of a problem, and the level of coverage you will receive.
Health insurance also has many other concepts that do not usually come up with other types of insurance.
Co-payments and Coinsurance
Co-payments and coinsurance means that even after you have paid out the full deductible, you will still be responsible to pay for some of your medical expenses.
Co-payments work similar to a deductible, but apply per use instead of a total per year. For example, you may have a $50 co-payment for a doctor’s visit. This means you will need to pay the first $50 out of pocket for each visit, with your insurance covering the rest.
Coinsurance switches the dollar amount with a percentage amount. With a 10% coinsurance, you would be required to pay 10% of any medical expense you receive. Your insurance provider covering the remaining 90%.
Coverage Limits and Maxima
Heath insurance policies may also put a ceiling on how much total they will pay out for medical expenses in a year, or a maximum amount they force you to pay out of pocket.
Coverage Limits is the ceiling – this is the total amount an insurance company will pay out for a single policy over the course of the year, or in some cases over a lifetime. Any additional expenses above this amount will be entirely passed on to the insured.
Out-of-Pocket Maxima is the opposite – this would be the maximum that you would be required to pay yourself before the insurance covers 100% of the remaining cost. A common example of this in use is balancing deductibles, premiums, and coinsurance – to keep premiums and deductibles low, you may have a very high coinsurance percentage, but also an out-of-pocket maxima to make sure you will not be bankrupted by very expensive medical emergencies.
Networks, Authorization, and Emergencies
You may have noticed that health insurance can be quite complex. Unfortunately, it gets a bit more messy from here!
Health insurance companies work to keep their costs down, which also means your coinsurance payments are lower. To do this, they often make specific agreements with hospitals, doctors, and other healthcare providers to set standard costs for routine procedures. They also negotiate prices for more complex procedures. As the insured, you do not necessarily need to worry about these negotiations and specific contracts, but you do need to be aware of which doctors and hospitals your insurance provider has agreements with, and which they do not.
In-Network and Out-of-Network
In-Network healthcare providers are the providers that your insurance company has these contracts and agreements with. If you visit an in-network doctor or hospital, your costs will be much lower. If you visit an out-of-network provider, you costs will usually be much higher, and your health insurance company may refuse to pay at all unless you can prove there was no viable in-network alternative. There is also a similar system for prescription medication – your health insurance may not cover all medicine. You can call your health insurance provider before visiting a health center to find out if they are in-network.
Prior Authorization
For some more expensive tests and procedures, your insurance company may require that you get their authorization before getting it done. This is usually done by getting an in-network doctor to confirm that the procedure or test is necessary. If your insurance provider refuses to authorize your care, you can appeal it to an independent third party to review your case.
Emergency Care
Emergency Care is the exception to both your network and insurance authorization. If you are injured or very sick, you are entitled to use emergency services of almost any healthcare provider, and your insurance will cover it.
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Supplemental Health Insurance
Normal health insurance coverage does not cover many non-life-threatening health issues. Supplemental insurance policies exist to fill this gap.
Co-Insurance Supplement
In an example above, we outlined how a policy may have an out-of-pocket maxima with a high co-insurance percentage in order to lower premiums and deductibles. Some companies might also add a supplementary policy, which covers the co-insurance payments and a policy coverage limit set at the same level as the primary policy’s out-of-pocket maxima.
This effectively means the out-of-pocket cost for the insured is simply the premiums and deductible. Splitting the policy between “primary” and “supplemental” can sometimes reduce the total cost, since the different policies have different risk levels.
Vision and Dental Insurance
Most health insurance policies do not cover glasses, contacts, routine eye exams, or anything with your teeth. You will need supplemental Vision and/or Dental Insurance Plans to cover these. Some are designed to cover the costs all care (minus premiums and deductibles), while others do not give any explicit coverage, but provide a “Provider Network” with reduced prices. This works the same as the provider network you would get with a health insurance policy. Your dental or vision network provider negotiates with eye doctors and dentists to lower prices for everyone they cover.
Specified Disease Coverage
It is also sometimes possible to get explicit coverage for one disease. For example, if your family has a history of breast cancer, it may be possible to get a specific Breast Cancer health insurance policy supplement.
These “specific disease” supplements generally emphasis preventative care and early testing. This helps catch these diseases early (which both improves survival rates and reduces total cost). Having specific disease coverage can reduce premiums on your primary insurance coverage. This is because it lowers the risk that your primary insurer will need to cover issues from that particular costly disease.
Why Health Insurance Is So Expensive?
The core balance of health insurance is between the premiums you pay and the coverage you receive. For insurance companies to operate, they need to take in more money in premiums and other fees from their total client base than they pay out in medical expenses.
Healthcare emergencies are often extremely expensive, and can sometimes even drag on for a very long time, accumulating hundreds of thousands of dollars in medical bills. This means even if your risk of having a medical emergency might be fairly low, the potential cost is extremely high. This is the main reason why policies are so expensive, but there are a few other factors raising costs as well.
The Self-Selection Problem
In the past, health insurance was not mandated for all citizens. Most people were insured through the companies they worked for, or were covered by public insurance. Those who were not covered by these options needed to decide if they would purchase medical insurance on their own.
Because medical insurance is so expensive, it meant that most of the people who enrolled on their own were the people who were at the most risk of having medical problems. This means premiums started increasing: the average cost insurance companies needed to pay out per insured person was also increasing. Preventing this “self selection” problem is the main reason why health insurance is now mandatory. Putting more low-risk people into the insurance pool should lower the average premium.
One problem from preventing this from becoming a reality is how the “mandatory insurance” is enforced. If you do not have health insurance (but legally would be required to), you currently need to pay a fine. In many cases, the fine will still be lower than the premiums you would pay with most health insurance companies. This continues to encourage the healthiest people to simply pay the fine, and keeps the cost of premiums up.
The Emergency Room Problem
Getting treatment at the Emergency Room is by far the most expensive way to get treated, and most likely to result in necessary further visits. On the other hand, emergency rooms are required to treat every patient who arrives. This means that an uninsured person with little savings and a chronic medical problem is often forced to wait until their condition becomes critical. Once their medical problem is considered an “emergency”, they use the emergency room to receive the treatment they need to survive. The emergency room provides the treatment, but the uninsured person is usually unable to pay the full medical bill.
That cost of providing care does not evaporate if the person is unable to pay the bill. Instead, the cost gets redistributed to all the other patients at a hospital who are able to pay. This means the cost of every other type of care at the hospital goes up. This is why you may have heard the infamous stories of the $15 hospital Tylenol, or other such extremely high costs for care.
This causes a loop – as the cost of all the other treatments go up, other uninsured (and people with low levels of insurance) find themselves unable to pay their own bills, pushing all other prices even higher. Most people with insurance do not need to worry much about these costs – insurance companies usually negotiate directly with the hospitals to force these costs back down. This means so the bulk of the bill falls on the uninsured first, who pay what they can, until they run out of savings. The rest is paid by the government (through patients with public insurance coverage) – the government does not usually negotiate prices as much as private insurance companies.
The Regulation Stability Problem
You may have heard about some of the major changes that have been moving through congress over the last couple of years regarding health care. Usually the government is trying to decide how much insurance will be subsidized, what levels of care are mandatory, and how many people might be covered by public insurance schemes. For health insurance companies, all of these changes mean very big problems. It makes it extremely difficult to engage in long-term planning when deciding how much to charge premiums to its current customers.
When insurance regulations are constantly being rewritten and put through successive major reforms, it makes the fee structure unstable. Health insurance companies often raise their premiums to protect against big changes in their insurance pool. For example, the government currently provides a subsidy to encourage insurance companies to cover more low-income families. If health insurance providers might that subsidy might disappear at some point in the middle of the next few years. This would mean many healthy families would drop out (raising their average cost). It would also mean they will lose some of their revenue from families that stay in with no subsidy. To protect against this, they raise premiums slightly in the short term to act as a buffer.
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Life Insurance is an insurance policy designed to pay out if the insured person dies. They were created to make sure that if the main income holder of a household dies, the payout from the policy can be used to help continue to support his or her family. Over the last 50 years, Life Insurance policies have greatly expanded in both form and function, and sometimes can look more like investment vehicles than simple insurance policies.
Getting a Life Insurance Policy
With most other types of insurance, the policy is very straightforward – there is an assessment of the risk, then you pay the insurance company, who then pays you if something goes wrong. With Life Insurance, it can be hard to know the exact level of risk when the policy is taken out, and you probably do not be paid directly if you die, so the structure of the contract is a little bit different.
Cost and Insurability
Anyone who purchases life insurance on their own will need to have their “risk of death” evaluated by the insurance company. They typically look at factors like personal and family medical history, how in-shape and healthy the person is, and whether a person is a smoker. Smoking is the quickest way to see premiums go up. If the insurance company thinks you might die soon (for example, if you already have a serious illness, or if you have a family history of a serious illness and you yourself have an unhealthy lifestyle), you can be turned away entirely.
Individuals can skip this evaluation if they are able to get Group Insurance, usually through their employer. With Group Insurance, everyone in the group pays the same premium – the insurance company makes an estimated average for the whole group.
Parties to the Contract
There are at least two parties involved with any Life Insurance policy, but there can be up to 4.
	Policy Owner. This is the person who is responsible for paying the premiums on the policy, and is the legal owner of the policy.
	Insurer. This is the insurance company – the person the Policy Owner pays in exchange for life insurance coverage.
	Insured. This is the life that is actually being insured – if this person dies, the Insurer needs to pay out the death benefits.
	Beneficiary. This is the person who receives the death benefits from the Insurer if the Insured dies. The Policy Owner can usually change the beneficiary at any time.

In many cases, the Policy Owner, Insured, and Beneficiary are all the same person (for example, a father who purchases a life insurance policy which is paid out to his estate upon death). It is more common for the Policy Owner and Insured to be the same person, while the Beneficiary is someone else (such as a person purchasing a policy for themselves, while listing their spouse as the beneficiary).
The Policy Owner and Beneficiary can also be the same person with insurance covering someone else. This is common in larger companies taking out life insurance policies on high-value employees – if the employee dies, the company receives a death benefit to help offset the loss of value from the employee (this is extremely common with movie stars).
All four parties can also be different. For example, a person may take out a life insurance policy on his or her spouse, with the beneficiaries listed as their child.
You may have spotted an opportunity for fraud – there have been cases in the past where people have taken out insurance policies listing someone they barely know as the insured, and themselves as the beneficiary, then murdering that person to collect the death benefit. To combat this, all life insurance policies requires that the Policy Owner must prove that they will suffer a serious loss if the Insured dies.
Types of Life Insurance
There are several broad types of life insurance, each with different benefits and cost structures.
Term Life Insurance
This is typically the least-expensive type of life insurance. A Term Life Insurance policy is good only for a specific period of time – usually 5, 10, or 20 years, then the policy expires. Term Life Insurance Policies are most commonly used by heads-of-household to insure themselves with their family listed as the beneficiary until they retire. If you see “Low Cost Life Insurance” advertised, it is usually Term Life Insurance. The premiums for a Term Life Insurance policy will be fairly low for young people, but the premiums increase with age.
There is also a sub-type of Term Life Insurance called Senior Life Insurance. This is specifically for older people, with a very low death benefit (less than $50,000), and is designed just to cover funeral costs.
Endowment Life Insurance
This insurance is sort of like the inverse of Term Life Insurance – it has a set expiration date, but instead of the policy expiring and the policy holder getting nothing, the beneficiary is paid out cash (either as a lump sum or many payments over time). These policies are often used by parents as a sort of “College Savings” account for their children – the insurance matures the same year as the children graduate high school, and the endowment used to cover college tuition.
Whole Life Insurance
This detail is important – Term Life Insurance usually starts out cheaper, but as a person gets older, a Whole Life Insurance policy will usually end up being cheaper over their entire lifetime. This is because with a Term Life policy, your premiums are based on the chance that you will die while the policy is enforced. With a Whole Life policy, you keep paying into the same “Risk Pool” for many years. If you have a Whole Life policy long enough, the insurance company has no risk at all from your account, since your total premiums paid will be close to your total Death Benefit.
Whole Life Insurance policies often have extra “Riders”, or benefit packages, which pay out double or triple in the case of certain types of death. For example, a typical death benefit is paid out after someone dies of an illness, meaning the family had some time to prepare for the death ahead of time. Many Whole Life policies will include an “Accidental Death” rider, so if the insured is killed instantly in an accident, the policy pays a much higher death benefit to compensate the family for the very sudden loss.
Life Insurance as an Investment
Many people treat their Life Insurance Policies as a type of investment – there are some very good reasons for doing this.
Investing in Whole Life Insurance
There are a wide range of Whole Life insurance policies, but one common feature is that they may offer dividends to shareholders if the total payout from everyone insured is less than they have collected in premiums. Since these dividends tend to increase over time (simply due to inflation), but your premium never goes up, later in life these dividends can be nearly as much as your total premium (meaning you pay almost nothing and keep your insurance).
Whole Life policies also have a Cash Value, which can be used for two things:
	You can take a loan out from your Whole Life insurance policy tax-free, up to the cash value of the loan (if this loan is not paid back before you die, it is subtracted from the Death Benefit).
	If you cancel your policy, you can get a percentage of this cash value back as a “Surrender Value”.

The Cash Value will also constantly increase the longer you have your policy, so it is common for Whole Life policy holders to use the tax-free loan from their cash value to help with buying a house or making other large purchases.
Investing in Endowment Life Insurance
It is common for Endowment Life Insurance to be used as an investment vehicle to save up for college, or other big expenses. However, Endowment Life generally offers similar growth rates as a normal savings account.
Endowment policies are often sold as a means for extravagant spenders to force some savings – since it combines a savings account and Term policy into one package.
Investing in Term Life Insurance
Term Life Insurance in and of itself is not much of an investing vehicle, but a common approach with financial planners is to “Buy Term and invest the difference”. The concept is that Term Life Insurance policies are significantly cheaper than the other policies, with the only difference of no “cash value” at the end.
This means that if you were to compare the cost of an Endowment policy with a Term policy, putting the difference in premiums into a high-yield savings account, mutual fund, ETF, or other investment vehicle, you will probably have more cash at the end of the day with the Term policy than Endowment policy (the same is even more true comparing to Whole Life policies). The only disadvantage is that you need to make a point to save that difference, which can be an issue for high-spenders.
Whatever type of Life Insurance you choose, it is an extremely important part of any person’s financial future.
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Homeowner’s Insurance is a broad type of insurance coverage designed to cover a home and the property it sits on. This insurance is very broad, wrapping many different types of coverage into one package.
If you want to take out a mortgage on a home, the institution you borrow from will probably require you to have some level of Homeowner’s Insurance, if only to make sure if there is a disaster they do not lose their collateral on the loan. Homeowner’s insurance is like a broader form of Renter’s Insurance – it is a combination of property insurance and liability insurance.
History of Homeowner’s Insurance
What we now call “Homeowner’s Insurance” started in the 1600s as insurance against homes burning down in a fire (it was created in direct response to the Great Fire of London). In the era before public fire fighters, private insurance companies would sell Fire Insurance to homeowners. That insurance company would then have its own staff of fire fighters who would put out fires at any insured home. There were many examples of the fire fighters arriving to a scene of a fire at an uninsured home (or a home insured by another company) and letting the home burn until the owners paid the company a heavy fee.
This was alleviated somewhat by the 1700’s, when insurance companies began pooling resources into public firefighting stations. In America, Benjamin Franklin worked to popularize adding coverage for the actual damage of the fire, instead of just paying for firefighters. Throughout the late 1700’s and 1800’s, more types of property insurance were created and sold by insurance companies, including insurance against theft and burglary, insurance against water damage and weather, and insurance against someone getting injured on your property (Liability Insurance).
By the middle of the 20th century, most insurance companies bundled these separate policies together into a single “Homeowner’s Insurance” package. The type of coverage that was offered was standardized in 1950, but has continued to evolve since.
Types of Homeowner’s Insurance
There are two broad categories of Homeowner’s Insurance – “Named Perils” and “All Risk”.
Named Perils
A “Named Perils” insurance policy lists specific risks that the policy will insure against. If damage or loss to the insured home or property is caused by anything other than one of the listed risks, the insurance will not cover it. Named Perils policies are the minority – since the coverage is so limited, most homeowners prefer more comprehensive coverage. There are two types of Named Perils coverage:
H01 – Basic
This is the most basic form of Homeowner’s Insurance – it is mostly only used for vacant buildings or if you lapse on your insurance coverage, but the bank holding your mortgage still wants to protect their investment. It covers the following Named Perils:
	Fire and Smoke Damage
	Lightning
	Windstorm and Hail
	Explosions
	Vandalism
	Vehicle Damage

H02 – Broad
This is a slightly more common type of insurance, which covers several additional Named Perils.
	Everything from H01
	Burglary/Break-Ins
	Falling objects like trees
	Crushing from ice and snow
	Damage from frozen pipes
	Accidental water damage
	Damage caused by power surges

All Risk
“All Risk” coverage is the opposite of Named Perils – it covers all damage unless it is specifically listed as an exception. This type of coverage is used much more by homeowners, but policies can vary quite a bit in terms of the specific exclusions. There are some types of damage that is almost universally excluded from these policies, so homeowners will need to purchase a separate insurance policy if they want it covered:
	Earthquakes
	Floods
	Power outages
	Neglect
	War
	Nuclear Disasters
	Damage the homeowner caused on purpose

What Gets Covered
A Homeowner’s Insurance policy has four specific types of coverage.
	Structural Coverage – This covers the floor, walls, foundation, and other parts of the building itself
	Material Coverage – This covers your actual stuff. Like Rental Insurance, it is recommended to walk through your home with a video camera at least once a year, pointing out any possessions that have significant value. Some Homeowner’s Insurance policies require an explicit list of the material possessions covered.
	Loss of Use Coverage – If your home is damaged and you need a hotel, this type of coverage will pay for the hotel nights while the damage is repaired.
	Liability Coverage – This protects the homeowner in case a guest is injured and sues for damages. Liability coverage is the biggest source of claims on homeowner’s insurance policies.

Types of Reimbursement
Like renter’s insurance, there are two types of reimbursement for homeowner’s insurance.
	Replacement Cost – This means your insurance will pay whatever it costs to replace whatever was destroyed, or pay the full repair cost of anything that was damaged. This is the more expensive type of insurance.
	Cash Value – This means your insurance will pay up to what the cash value of whatever was damaged or destroyed was. This is known as depreciation – if your stuff was 50% through its useful life, your insurance will only cover up to 50% of its value.

Coverage Limits
All Homeowner’s Insurance policies have limits, usually around $100,000 (although this can vary with the policy), so the insurance company will only pay out up to that limit.
Different parts of your property also get different coverage limits. The way it normally works is that the insurance will first outline how much is covered for the structure of your primary dwelling (meaning your house).
If you have any other buildings on your property, like a shed or garage, they will be covered for up to a percentage of your primary dwelling. So if you have a 60% limit on secondary buildings and your house is covered up to $100,000, your garage would be covered up to $60,000.
All of your stuff is given its own percentage limit too, usually 20-30%. A separate percentage applies to your liability coverage as well.
How Much Will It Cost Me?
Homeowner’s Insurance can be expensive compared to rental insurance, depending on your level of coverage. The average policy had an annual premium of $964 in 2017. Like all insurance policies, there are things you can do to increase or decrease your insurance premiums.
Increasing Premiums
The biggest factors increasing your premiums relate to your liability coverage – most payments insurance companies have to make is because someone is suing the homeowner. These items will probably see your rates go up the fastest:
	Dog Bites. If you have a dog that bites someone, your premiums will immediately increase. This is the single most common reason why homeowners file insurance claims – their dog bites someone, who then sues for damages.
	Slip and Fall claims. If someone is injured on your property from a “Slip and Fall” (the second most common type of claim), your premiums also might jump, especially if it is more than once in a 3 year period.
	Mold and water damage. Mold is extremely expensive to repair, so much so that some insurance companies have dropped it from their policies entirely (this is something you should confirm with your insurance company before signing). If you have one mold or water damage claim, insurance companies might raise a red flag that more might be coming in the future due to aging plumbing or improper repairs.

Decreasing Premiums
Premiums swing both ways – there are also ways to get your premiums down over time.
	Increase your deductible. If you make many claims, your premiums will go up, so you might want to pay out-of-pocket the smaller damages. Increasing your deductible means the threshold for damage needs to be higher before insurance kicks in, which will lower your premiums.
	Reduce your coverage. Many policies will over-insure your belongings like jewelry in their generic terms, so you can request items be removed to reduce your premium before you sign.
	Shop around. Like all insurance policies, you will greatly benefit by shopping around once a year to find better terms. The way you get categorized for premiums will change from company to company and from year to year, so you could end up saving hundreds of dollars just by checking around occasionally to see if other insurance companies classify your property differently, with lower premiums.
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“Rental Insurance” is taken out on property you rent to insure against damage. Rental insurance works like a lighter version of Homeowner’s Insurance.
Why Would I Need Rental Insurance?
As a renter, this insurance does not do you much good. For example, if there is a fire at your apartment caused by one of your neighbors, your landlord’s insurance would cover the repairs to the building, but not cover any of your stuff that was destroyed. Most renters think their stuff is not worth very much – but when renters are surveyed to actually add up the replacement cost of all their stuff, it usually rises up over $20,000 in total replacement cost. This is where Rental Insurance becomes important.
What does Rental Insurance cover?
Rental insurance kicks in for most events that would cause your stuff to get damaged or stolen. This includes fires, faulty plumbing that causes a leak that damages your things, lightning damage, stuff stolen from a burglar, stuff damaged by vandals or rioters, and stuff broken because of cold/hot weather. It also can protect you from your guests if they were to get injured and want to sue.
There are three main types of protection you get from a basic Rental Insurance policy:
Your Stuff
This is the most basic, but the most commonly needed type of rental insurance coverage – covering your possessions in case of theft or damage.
As a “best practice”, you should take a video recording of your apartment or rental property at least once a year while walking through and pointing out anything of value. You will not need this video when you open your policy, but if something is stolen or damaged, you will want this video as proof that you owned the thing you need to replace.
This video (or series of photographs) should be stored outside your home (so if there is a fire or water damage, it is not lost). Historically, experts would recommend storing it in a safety deposit box (along with copies of your policy as proof), but it also works to store the video on a cloud storage service like Google Drive or Dropbox, so it can be accessed from anywhere.
Your Shelter
If your apartment burns down or gets damaged by a water leak, you probably will not be able to sleep there until the damage is fixed. If you have rental insurance, it will include a clause about “Loss of Use”. This means your insurance company will pay for your hotel expenses while the damage is repaired (up to a limit), so you will always have a roof over your head.
You
Renter’s Insurance also acts as liability insurance for you against your guests. This means if you have a visitor to your home that gets injured and wants to sue you, your rental insurance will cover it (up to a point) including legal fees.
What Rental Insurance Does Not Cover
There are a few cases where your damage will not be covered by a standard rental insurance policy, which is very important to keep in mind if you ever need to make a claim.
Floods
Most “Natural” floods (from heavy rain and river overflows) is not covered by standard rental insurance policies. If you are worried about flooding, you can usually purchase an additional “Flood Insurance” policy.
Earthquakes
Just like floods, earthquake damage is not covered by default in most rental insurance policies, but may be purchased as a secondary policy. This can be a big difference depending on where you live.
Hurricanes
While most normal storm damage is covered (like lightning strikes and hail damage), hurricane damage is not. Like Flood and Earthquakes, you can usually add hurricane coverage as a separate policy.
Intentional Damage
Any damage you caused on purpose is not covered. This does not mean stuff that you damaged just for insurance money (which is fraud, and can land you in prison) – it also means if you put your foot through the door in anger, your insurance will not cover the damage.
Getting Reimbursed
If you need to file a claim for your rental insurance, there are two types of reimbursement. The type you have is determined by your policy when you sign it, and the differences are important. Both types are subject to your policy limit – your insurance company will always have a “ceiling” – a maximum amount they will pay before your policy ends.
Replacement Cost
This is the more expensive type – “Replacement Cost” covers all of your possessions for however much it will cost to replace them. This means if your apartment burns down, the insurance will cover the full cost of getting you right back to where you were before the disaster (probably a bit better, since your stuff will all be new).
Actual Cash Value
This type is cheaper, and is found in more policies. “Actual Cash Value” means your insurance company will estimate the current value of what your stuff would have been if it was actually being bought or sold when it was destroyed or damaged, and only reimburse you up to that point. This means if you had a 5-year-old computer that cost you $1,000, your insurance company will probably only cover up to $500 or so in damages.
How Much Will Rental Insurance Cost Me?
The good news is that rental insurance is the cheapest type of insurance we cover – a typical policy is only about $180 per year, cheaper for young people with less stuff that needs to be covered.
Depending on where you rent, your landlord might actually require you to get Rental Insurance within a certain period after moving in. The reason for this is simple – if you have rental insurance and a disaster hits, you are more likely to simply file a claim with your own insurance than try to sue your landlord for damages.
Whatever your reason for getting it, Rental Insurance is inexpensive and incredibly useful for every renter.
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If you drive a car, you need to be covered by some sort of car insurance. You have probably seen dozens of advertisements from insurance companies claiming to help lower your rates, improve your coverage, or just help you compare, but before you buy your first insurance (or change providers), the first step is knowing how exactly car insurance works.
Types of Car Insurance
There are several different types of car insurance, each covering a different potential cost.
Liability Coverage
Liability coverage is the part that is required to drive – this type of insurance will pay another driver’s repair costs and medical bills in case of an accident. If you cause property damage by running into a building or fence, liability coverage will pay for that too.
Liability coverage does not cover you or your car. This means if you have an accident, get hit by another driver without insurance, or have any other damage done to your car and just have liability coverage, you will be on the hook to pay 100% of the repairs (and medical bills) yourself.
Collision Coverage
Collision coverage is a step above liability coverage – if there is an accident, this type of car insurance will also cover the damage to your vehicle, even if you are the one who caused the accident.
Personal Injury Protection
Collision coverage will pay for damage to your vehicle, but not any medical expenses. To cover medical expenses resulting from a crash, you will need Personal Injury Protection. Note – if the other driver was completely at-fault for the crash, their liability coverage will pay for both your car repairs and medical expenses.
Uninsured Motorist Coverage
There are two types of uninsured motorist coverage – “Bodily Injury” and “Property damage”. Getting uninsured motorist coverage will cover your medical and repair expenses if someone hits you has no insurance. The “Bodily Injury” type will cover any medical bills, lost wages, and pain/suffering expenses.
If you have Property Damage coverage, it will cover the costs of repairing your car, but may also extend to your other property (like your house, or any stuff that was in your car that was damaged by the collision).
Comprehensive Coverage
Comprehensive coverage is designed to insure your car for damages and repairs that are not caused by accidents. This means Comprehensive Coverage will cover you for things like theft, damage from fires, if an animal hits you while driving, a tree branch falls on your car, or even if you get a cracked windshield.
Even if you have every type of insurance all at once, you will still not be covered for general mechanical repairs – these will always be paid out-of-pocket.
Tort vs No Fault
Each state regulates car insurance independently, which means that the types of insurance above will be different depending on where you are located. State rules generally fall into two categories: “Tort”, and “No Fault”.
Tort States
A “Tort” state is a state that assigns blame to each car accident, usually on a sliding scale (for example, 40% driver A, 60% driver B). This percentage of fault will determine how much each party is required to pay. For example, if you are 40% “at fault” for a collision, your insurance does not need to pay anything to the other driver, but the other driver only needs to pay for 20% of your damages.
Most states are “Tort” states. The advantage of the tort system is that it is perceived as more “fair” – drivers (and therefore insurers) are only responsible for the damage they cause, no more and no less. The disadvantage is that a huge number of accidents end up in court, and the courts then need to determine who was at fault, and how much to award. This is extremely expensive both in legal fees to the drivers involved in the accident, as well as a huge burden on the legal system.
No Fault States
The opposite of the Tort system is the No Fault system. No Fault states generally do not make any effort to determine who was responsible for a collision – the costs for repairs and medical expenses are paid solely by your own insurer. There is usually a cut-off, where collisions that incur huge amounts of damage can still go to court to determine who is at fault and sue, but drivers cannot sue for damages below this threshold.
This means that Liability Coverage and Uninsured Motorist Coverage become less important (although still comes into play for bigger accidents), while Collison Coverage and Personal Injury Protection is usually mandatory.
There are currently 14 “No Fault” states – Florida, Hawaii, Kansas, Kentucky, Massachusetts, Michigan, Minnesota, New Jersey, New York, North Dakota, Pennsylvania, and Utah, plus Puerto Rico and Washington D.C. Several other states offer the option of “No Fault” insurance policies in addition to Tort policies.
Proponents of No Fault insurance argue that it makes filing a claim and getting compensation for repairs simpler and faster, and removes a huge burden from the legal system, while opponents say that it does not properly discourage drivers from behaving recklessly, and can result in higher premiums.
Driving Between States
If a driver from a “No Fault” state is visiting a “Tort” state and gets into an accident, they may be on the hook to pay a significant amount to the other driver if they do not have sufficient liability coverage. Conversely, many “Tort” state policies treat drivers from “No Fault” states as if they are uninsured motorists, so Uninsured Motorist coverage would pay for damages.
Deductibles and Premiums
Liability coverage is the minimum coverage required to drive in most states. This has created a myth, particularly strongly believed by young and cash-strapped buyers, that you will always have the lowest monthly premiums if you just opt for liability coverage.
At the other end of the scale, many so-called personal finance “experts” will advise all drivers to get the maximum amount of coverage they can afford. This advice is particularly toxic, since that advice is usually given for every type of insurance with no guidance on how to balance trade-offs.
There are many factors that will influence your monthly premiums, but the biggest factor that you can negotiate is the balance between your deductible (meaning the amount you need to pay out of pocket before your insurance kicks in) and your premium (how much you pay each month for coverage).
The higher your deductible, the lower your premiums, and visa versa. This gives you greater control over your total insurance payments. For example, you may want a full set of liability, collision, uninsured driver, and personal injury protection coverage in case of a disaster, but get a very high deductible to keep your monthly premiums low. This might mean you need to pay a huge amount out-of-pocket if you get into an accident, but you might end up with lower monthly payments than someone who just has liability coverage, but a very low deductible.
What Will Raise Your Rates
Besides choosing your level of coverage and the balance between premiums and deductibles, there are many factors that will determine how much you need to pay for insurance.
Type and Year of Vehicle
Fast sports cars have much higher insurance rates, simply because they are more expensive to repair if they get in an accident. New cars are more expensive for the same reason, but insurance companies will also charge more for cars over 15 years old. This is because older cars have higher failure rates than newer cars, which means something is more likely to break while on the road and cause an accident.
Crime also plays a role in how expensive your insurance might be – if your model of car is frequently stolen, getting comprehensive coverage will be significantly more expensive. The most frequently stolen cars usually are not the most expensive, but the ones thieves can usually cut up for individual parts and sell at a higher rate.
Your Age and Gender
Men typically get in more accidents than women, so women usually get a bit of a break on their car insurance premiums. Younger drivers also pay more than middle-aged drivers, but retirees start to see their rates climb up again as they get older.
Your Location
Urban areas have a lot more collisions than rural areas, so if you live in a city, expect to pay more for insurance.
Other Drivers Using Your Car
If you have a spouse who also uses your car, you will pay more to insure them. Conversely, if you tend to drive a lot of other vehicles (such as your spouse or friend’s car), you may need to get coverage for this, or you may be considered an uninsured driver if their insurance does not cover other drivers. If you used your parents’ car as a teenager, keep in mind they saw a huge spike in their premiums when you started driving.
Using Your Car for Work
If you use your car as part of your work, such as food delivery or driving around for sales calls, your normal personal insurance probably will not cover you if you get in an accident on the job. You will need a special class of professional insurance to be covered. The good news is that your employer will usually compensate you, and if not, you can write off the expense from your taxes.
Making Claims
If you need to file claims with your insurance company frequently, even for accidents that are not your fault, your premiums will go up.
Citations and Tickets
If you get speeding tickets or reckless driving tickets, your rates will start to go up quickly.
What Will Lower Your Rates
There are also many factors that can lower your insurance rates, but be warned – if you tell your insurance company you qualify for these items but they find out you were misleading them, your policy will be cancelled and you may even be prosecuted for fraud.
Garage Parked Car
If you park your car in a garage each night, you can get a huge reduction in your monthly premiums. This is because cars parked in a garage see less “wear and tear” from the elements like rain and snow, get less damage from vandalism and debris, and are far less likely to get hit by other drivers while parked.
Policy Bundle
If you have renter’s insurance, homeowner’s insurance, or any other type of liability insurance, your insurance provider might offer bundles to get all your business. This can knock around 15% off your premiums for both policies.
Fewer Claims
If you do not file claims frequently (or at all), your premiums will start to fall after a few years.
Safe Driver Courses
You may be able to take a “Safe Driver” class and get a few dollars knocked off your insurance each month. Many insurance companies will require this after a certain number of speeding tickets or citations to avoid a huge spike in premiums.
Shopping Around
What you pay each month is determined partially by your history of claims, but you can also save a lot by getting a strong understanding of how insurance works. When you sign up for a policy, your insurance company will put you into a pool with dozens or even hundreds of other drivers with the same characteristics (age, number of claims, type of vehicle, ect). The insurance companies then uses the average it needs to pay out in claims every year for this group to determine how much you get charged.
The criteria for what puts you into a particular group changes from company to company and what group you might fall into will change from year to year. However, your insurance company probably will not move you into a cheaper group even if you qualify (this is usually determined when you first sign up for insurance, and only gets reviewed every few years). Even with completely identical groups, different insurance companies might pay out a different amount on average just by random chance, which will impact what they charge in premiums for new customers in a particular group.
This means you could end up saving hundreds of dollars simply by shopping around different insurance companies regularly. Even if your rates do not change from year to year with one company, they might be drastically different if you apply 12 months later with a different one, so most experts recommend looking for new auto insurance quotes at least once every two years.
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Once you file your income taxes, the IRS will review all the forms you submit, and either issue your return or refund, usually with very little turnaround time. However, occasionally the IRS will ask you to provide some supporting documentation before your return is accepted.
The Basics of an Audit
An “Audit” is what happens when the IRS picks your return out from the pile for extra scrutiny. The auditing process is designed to catch errors in the tax returns, verify the correct amount of tax or return is being paid, and preventing fraudulent tax claims.

Getting Audited
These can be triggered by a random selection or if your return has any causes of suspicion. Audits are normally triggered within 3 years of filing, but in some cases can be up to 6 years after filing your initial return. If you file taxes with a professional accountant, that accountant will usually accompany you through the entire auditing process and do almost all of the leg work. If you file on your own, you will need to go through the auditing process on your own as well.
The reason for this is mostly political – congress has repeatedly cut the IRS budget over the last few years, resulting in tens of thousands of fewer auditors, with far less training each, so each individual audit takes longer each year, with a growing backlog. What this means for you is that you need to keep all financial records used to prepare your tax return for about 7 years to make sure you are prepared in case of an audit. This also means fewer audits are conducted due to random selection, and more due to your return triggering an audit due to suspicious activity.
What is suspicious about my return?
IRS auditing agents do not read every tax return. Most tax returns are processed automatically, with the data read, processed, and stored by a computer. Since all this data is in one place, the IRS has a research division that carefully combs through all the data to find statistical patterns. They use these statistics to build models of what most returns “should” look like given what the person is claiming. For example, married couples with children’s returns look more similar than single people filing alone.
When returns come in that do not fall in line with what would be “expected”, that return gets flagged for an audit, where an IRS expert gives it a closer look.
What do auditors need?
Auditors need to see your financial records to verify that the claims you make on your tax return are accurate and justified. You should not need to generate any new records for an audit – generally you will only need the same documents you should have had on hand while filing.
If you do need to submit any documents to the IRS, each document should include a note of what it is and how it applies to their request and your return. Click here for a list of the records that auditors might request.
Steps of an Audit
There are two basic steps of an audit. First, when your return is first flagged for an audit, it first is taken by an experienced auditor and analyzed in detail. This auditor can either accept your return as is, or be forwarded to an examining group.
If this first auditor accepts your return with no changes, it continues to be processed normally, and you may not even be aware it was ever flagged at all.
If it was forwarded on to an examination group, you will be notified by mail of what exactly the auditors are looking in to. You can be audited either in person or by mail, usually depending on the complexity of your return and how many flags were raised by the first auditor.
You will always and only be notified by mail – the IRS will never call you to inform you of an audit or demand payment (this is a very common scam).
Audits by Mail
Audits by mail are very easy affairs – the documents you receive from the IRS will specify why you are being audited and what they are looking for, and will ask you to mail them specific supporting documentation (usually receipts, logs, or records detailing your expenses). You simply need to mail them back copies of those documents (never the original, since that could be lost in the mail), and they will review what you provide.
Audits in Person
In-person audits are a more formal affair. They can either ask you to come in person to a local IRS office, or send an agent to meet with you at home, place of work, or with your accountant. You will have a choice for the date and location, which must be arranged with your auditor.
In person audits are usually done for more complex audits, were several flags were raised with your return, allowing for the auditor to ask you specific questions about specific items.
If you are called for an in-person audit, the IRS will still specify the specific reasons why you are being audited and will request specific documentation, but it is always a good idea to bring as much documentation as possible. You should still be using only copies – the auditors may need to keep some of your records as they make their decision, so they should not be given originals.
Auditing Results
After you mail your documentation or meet with the auditors, they will confer and discuss your return and the information you have provided. You will always be notified when an audit has concluded and they have reached their decision.
The auditing team will either accept your return with no changes (meaning they were satisfied with the documentation you provided), or request changes. You can either accept or reject their proposed changes.
If you accept the changes, you will sign a document confirming you understand and agree to the changes. This has the same effect as filing a revised tax return. If this means you owe additional taxes, you will need to pay them either at this time or in installments.
If you reject the changes, you can request a conference with a higher-ranked IRS agent, who will review the auditing process and your objections. If you disagree with this agent as well, you can take your case to mediation (where a third party discusses the issues with both you and the auditing committee), or take your case to Tax Court, where you will need a lawyer to argue your cause in front of a judge.
Very few disputes end in Tax Court, as both most taxpayers and the IRS prefer to resolve the issue through mediation than the expensive legal process. Click Here for more information from the IRS website.
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Most young people are perfectly capable filing the Form 1040 EZ, or even using the longer Form 1040 or 1040 A. As personal finances grow more complex, becoming eligible for more and more tax credits, or needing to report common tax additions, filing your own taxes can be a greater burden, with more tax credits overlooked and higher possibilities for penalties.
What is the choice?
People generally have very mixed attitudes towards hiring a tax professional to file their taxes. Some people believe it is a waste of money, and will always work through all the tax worksheets by hand themselves. Others purchase tax preparation software or use online tax preparation services, like TurboTax or TaxSlayer, which simplifies most of the worksheets and forms. Still others prefer meeting with an accountant face-to-face, explaining their tax situation and letting the professional do all the leg work.
There is a constant balance between choosing the method that will yield your highest return versus how much you want to spend for that service. Use these guidelines when you make your decision on how to file your taxes for this year.
Filing Yourself
Filing taxes yourself means actually obtaining or printing the required forms, filling out the worksheets included in the instructions to calculate your tax, deductions, and credits, and mailing it personally to the IRS. In the past, this was the way nearly all Americans filed their taxes each year.
Cost
Filing taxes yourself costs nothing but time.
When To Use This Method
If you have no dependents and no dependents, tax credits, or additional income to report, filing your taxes using the Form 1040 EZ can take as little as 5 minutes, and you can expect a direct deposit to your bank account soon after. The simpler your tax situation, the more sense it makes to file yourself.
When To Use Something Else
As your personal finances become more complex (usually after having children, purchasing a house, or having a significant amount of investments), the time cost of filing taxes grows exponentially, as does the margin for error. The most common mistakes are simple calculation errors (which can trigger an audit, or at least cause significant delays to your return), or missing out entirely for tax breaks you might qualify for, but may not have realized.
The IRS holds about $1 billion each year in unclaimed refundable tax credits, from a combination of people simply failing to file a return and others missing out on credits they are eligible for (most commonly the Earned Income Tax Credit).
Even if you are confident you can file your taxes yourself every year, it is a good idea to file with a qualified tax professional at least once every few years to ensure you have not missed anything. You can even use a tax professional to review previously filed returns to make sure nothing was missed, and file a 1040 X correction form to get any returns you may have missed.
Tax Preparation Software
Tax preparation software has taken a huge amount of market share in recent years. There are dozens of software companies and even apps to help you get filed on-time, and with good reason – all of the calculations are handled automatically, so there is no margin for error with arithmetic mistakes, and the simple form structure helps make you aware of everything you can claim.
When to use this method
The strongest point of tax preparation software is the ability to quickly and efficiently identify and apply some of the biggest tax deductions, credits, and additions. This makes tax prep software very popular with everyone from part-time workers looking to claim their EITC without necessarily knowing which forms they need to families with children looking to claim various common tax credits.
When to use something else
Tax prep software is not free, which is the most common reason why people with simple returns still prefer to file on their own. Tax prep software is also not a “cheat code” – you can still miss out on some deductions or credits that may not be very well explained by the software, and it may be very difficult to report certain types of extra income (like if you have tips or cash earnings not reported on your W-2). Investment income and capital gains from sale of stock may still be fairly complicated to file with some versions of tax prep software.
Professional Accountant
Filing your taxes through a professional accountant is traditionally the most reliable way to get the highest returns. Professional accountants are trained to know the ins and outs of the tax code, plus are generally aware of new tax changes that may take affect from year to year. One reason so many people choose to file with an accountant in person each year is very human – it is helpful to actually sit down with someone and discuss finances over the last year to help identify tax breaks, credits, and any other claims you may need to make.
When to use this method
Generally speaking, the more complex your tax filing, the more you will benefit by using a professional accountant. This is doubly true if you have any income without a normal W-2 or 1099, such as contract work or side jobs, where an accountant can help you get your entire tax situation organized and filed correctly. There is a lot of benefit in the experience that a tax professional can bring to your filing.
Professional tax firms also usually offer assistance in case of an audit, which can remove a huge amount of stress and hassle by having a pro in your corner.
When to use something else
This expertise does come at a cost – filing with a professional in person is typically the most expensive way to file, since it requires dedicated one-on-one time with a highly-trained expert. If you believe you have very few tax credits or deductions, it will be cheaper to simply file your own.
Many large accountancy firms extensively market to get more people in their doors, typically by offering a low advertised rate for a basic return, with higher charges added if you have any complexities (like interest to report or stock dividends), so before booking your appointment you may want to ask about the charges for certain types of filing.
Pop Quiz
[mlw_quizmaster quiz=43]

 
 Personal Finance
 When You Need To Pay Extra Income Tax
  Written by Kevin Smith 


Everyone loves getting tax breaks, but what can really ruin your finances in the long-run is forgetting about tax additions – extra taxes and fees that you need to add on to your tax bill. Missing these extra taxes will hurt – taxpayers are currently charged 6% APR on all outstanding tax balances.
This means if you fail to include all of your tax additions in your annual return and get caught by an audit later, you will be charged that interest rate for the entire period between when you first filed your taxes and when the error was found.  While it is not nearly as fun to find any additional taxes you might owe compared to finding tax credits and deductions for which you may qualify, it is just as important to keep your finances healthy.
Why do tax additions exist?
Generally speaking, the government wants to make it as easy as possible for you to pay your taxes, so most people do not have any significant tax additions to report. Tax additions almost exclusively come from extra income earned, but has not yet been reported to the IRS.
For example, if all of your income for the year is reported on your W-2 form, you will not have any tax additions. However, if you work as a waiter or waitress and earn a lot of tips in cash, you still need to report that income on your tax return, which will increase your Adjusted Gross Income, and therefore your tax burden.
The following is a list of the most common reasons why you will have tax additions.
Tips
Legally you need to report your tips to your employer by the 10th of each month. If you work for a normal restaurant, this is probably part of the normal flow of business – when you receive your W-2 form, it will probably already include your tips that your employer knows about.
The problems only arise if you received other tips that your employer does not know about. If you received other tips, then you will need to report it separately using a Form 4137.
Keep in mind that your life will be much easier if all tips are reported to your employer. If you use a Form 4137, you cannot use the 1040 EZ (and must use one of the longer forms), and the tip amounts can be harder to track over the course of a full year compared to just a month. If your employer does not already keep track of tips, you can ask that they do, and give them a Form 4070 before the 10th of the month, and request they include that information on your W-2 to make filing taxes simpler.
Rents
If you own property and charge a rental fee, you will need to report all of that fee as income, and it is taxed. Excluding rental fees is one of the biggest triggers for an audit, and can result in huge back taxes if ignored.
Thankfully, reporting your rental income is very easy – there are parts of the Form 1040 specifically set aside to report all rental incomes. Click Here for the IRS article on reporting rental income and expenses.
Capital Gains
If you have any investments, you will need to report any capital gains (or losses) you have incurred. This includes dividend payments, so even if you don’t actually make trades, you might still owe tax.
Bigger capital gains amounts will come if you buy or sell property that was held as an investment. This means if you sell your house that you’ve owned for 5 years, you will probably not have any capital gains owed, but if you “flip” a house by buying it, renovating it, and selling it 2 years later, you will owe capital gains.
Capital gains are taxed at a lower rate than other income, but still needs to be reported and paid. Click Here for the IRS FAQ for capital gains taxes.
Use Taxes
“Use Taxes” are effectively equivalent to sales taxes, but they are responsibility of the buyer to pay, not the seller. All of the above taxes typically need to be filed both at the state and local level, but since there is no federal sales/use tax, this can only apply to your state return.
Use taxes come up in cases where you normally would owe a sales tax, but for one reason or another none was paid. The most common example is goods purchased from sellers online and shipped – while the biggest online retailers have integrated sales tax, many smaller sellers have not. If you purchase goods online and did not pay a sales tax, you will need to report the purchase and the taxes owed on your state tax returns.
The exact process for doing so varies greatly from state to state. Some states will have a box specifically for this on the normal income tax return, while others require a separate form to be filed just for use tax (often requiring the receipt for the tax).
Many people ignore the Use Tax because it can be complicated to file for very small amounts. However, if you do get caught dodging Use Taxes, fines and penalties are steep – in addition to high interest rate penalties, there are failed filing fees, and potentially even jail time if the amounts are high enough.
Other Income
“Other Income” is a blanket term for any other income you received for the year, but was not reported to the IRS with a W-2 or 1099 form. This typically includes things like prizes and award winnings, gambling earnings, and any money you earn on the side as cash (either with your own business, or just something like babysitting).
All of these “other” forms of income are reported using the standard 1040. The exception is if you are earning extra money from a side job or being paid cash for odd jobs – this requires the Form 1040 Schedule C. Note that this is technically the profits and losses from a sole proprietorship – if you are working odd jobs and earning income from it, it works exactly the same as if you were a business owner with yourself as the sole employee.
Late Filing Fees
While these may not necessarily be an addition you need to report on your tax bill, late filing fees are some of the most common ways tax bills grow.
If you do not file your taxes by the deadline, usually the middle of April, you will incur a huge late fee – typically 5% per month (compared to just 6% for the entire year if you cannot pay the full amount owed).
This means it is extremely important to file your taxes on time, even if you owe tax and cannot fully pay it. If you need extra time to file your taxes, for example if you are waiting for some paperwork relating to extra income you need to report, you can also file for a short-term extension, which gives an additional 120 days to file with no late fee. Click Here for the IRS article on late fees.
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When you file your income taxes, you can “write off” certain expenses, and get extra tax credits based on your living situation. This means that if you had a qualifying expense over the course of the year, you basically get to subtract that expense from the income you report to the IRS, which will increase your tax return (or at least lower how much you owe).
Claiming these credits and deductions can be tricky – many people miss out on them simply by not knowing they exist or how to claim them. Only one type of tax credit can be claimed when using the 1040 EZ, so if you think you can claim any others, you will need to use the form 1040 or 1040A (which is the longest, but has the most potential deductions). Actually calculating how much credit or deduction you can get is detailed in the instructions for the 1040.
Deductions VS Credits
There are two ways to reduce your tax bill – a “Deduction” and a “Tax Credit”.
A “Deduction” means you can subtract this amount from your total taxable income, so it will then lower your taxes owed or increase your refund.
A “Tax Credit” is an amount simply subtracted from the amount of tax you are owed. There are also two types of Tax Credits:
	Refundable – if you already owe zero tax, claiming a refundable tax credit means you will get a tax return for that amount
	Non-Refundable – These can reduce your total tax burden to zero, but if it goes lower you won’t get the excess as an extra tax return.

Basically, when you pay an income tax directly from your paycheck, your W-2 form will show how much tax has already been paid. By claiming only “Deductions” and “Non-refundable tax credits”, the most you could get back on your tax return is that full amount.
If you also can claim “Refundable” tax credits, you could end up getting back a return for more than the total taxes you pay.
The Standard Deduction
To make it easier to file taxes, everyone has the option to choose between “Itemized Deductions” or “Standard Deduction”. If you file an “Itemized Deduction”, you need to provide evidence of each item you’re deducting (like receipts and proof it is eligible), which can be very time consuming for small deductions.
Alternatively, if you don’t think you have very much to deduct, you can just claim the “Standard Deduction”, which is a flat $6,300 per person. If you take the Standard Deduction, you get it without having to provide any evidence of anything. Young people with lower incomes and no dependents generally find that their Standard Deduction is bigger than their itemized deduction, and is much easier to work with.
If you do take the standardized deduction, you can still claim other tax credits, but no other deductions. See the IRS page on the Standard Deduction.
Dependents and Children
The most common tax deductions and credits involve families with dependents or children. In order to qualify as your dependent, a person must:
	Be under 18 (17 or 19, for some tax breaks) years old
	Be related to you
	Have lived with you for more than half of the last year
	Not be claimed by someone else as their dependent

If you are able to claim dependents, you cannot use the form 1040 EZ. Click here to see the IRS page on Dependents.
Earned Income Tax Credit
The Earned Income Tax Credit (EITC) is a national program to help raise low and middle income workers out of poverty, specifically targeting families. It is a refundable tax credit.
While you do not necessarily need to have dependents to claim the EITC, you will get a lot more out of it if you do. If you are claiming it without dependents, you can use the 1040 EZ to claim your EITC.
The EITC works by helping people with low income – this means you need to have worked and earned some income for the previous year. The EITC you might be eligible for is shaped like an n – you get very little if you earned very little, then rises with your income to a certain point before tapering off as your income continues to rise.
This is because the EITC is designed to encourage people to be working and earning a wage. For people with very little income from working, the EITC gives very little because it works under the assumption that they are earning other benefits, such as food stamps and housing assistance. It rises in the middle to help the working poor escape poverty, while tapering off as income continues to rise in order to reduce the benefits received by people who no longer require the assistance.
Your EITC goes up significantly if you claim dependents – in 2016 the most you could get with no children was just over $500, while having two children increased the amount to over $5,500.
Click Here to see the IRS page for the Earned Income Tax Credit.
Child Tax Credits
There are also tax credits available specifically for children, creatively named the “Federal Child Tax Credit” and the “Additional Child Tax Credit”.
Federal Child Tax Credit
The Federal Child Tax Credit gives a simple tax credit for $1000 per child, up to a certain income threshold (between $55,000 and $110,000, depending on your marital status). If you earn more than this threshold, you will have $50 less tax credit for every $1000 over the threshold (so a married couple earning $120,000 would have a $950 tax credit). This tax credit is non-refundable. Click Here to see the IRS FAQ for the Federal Child Tax Credit.
Additional Child Tax Credit
This tax credit basically works off of the Federal Child Tax credit – it takes whatever part you could not refund, and makes up to $3000 of it refundable (again, with an income threshold). The rules for this tax credit get more complicated if you have 3 or more children, but the effect is basically making the non-refundable part of the Federal Child Tax Credit refundable. Click Here for the IRS FAQ for the Additional Child Tax Credit.
The Child Dependent Care Tax Credit
This tax credit was created to offset the cost of daycare and child care – you can deduct between 20% and 30% of any child care expenses under $6000 per child (no tax breaks on costs over $6000). Unlike the other tax credits, this one only applies to children 13 or younger. Click Here for the IRS FAQ for the Child Dependent Care Tax Credit.
Work-Related
There are also many deductions and credits available to offset any work expenses you might pay for yourself.
Job Moving Expense
While you cannot write off any costs incurred in a job search, if you need to move between cities when you get a job, you can usually write off part of the moving expense. This is a deduction, subtracted from your taxable income. Click Here for more information about deducting moving expenses.
Work Equipment
If you need to purchase a uniform or other work-related equipment for your job, you can also write off these expenses. This is a big deal if you are a contractor or self-employed: you may even be able to write off some of your rent, utilities, and other expenses if you work from home. Click here to learn more about work expense write-offs.
Home Ownership
There are also many tax credits and write-offs if you own your home.
Mortgage Interest
If you have a mortgage, some or all of your interest will be tax-deductible. Not all mortgage interest is tax-deductible – you need to provide evidence that your mortgage was taken out to buy your primary residence, or used for extensive renovations, and only applies to interest paid on loans up to $1 million. If your mortgage does not qualify, you can still write off the interest on the first $100,000 of your loan. Click Here for more information about mortgage interest tax credits.
Energy Credits
There are also many tax credits available to help offset the cost of renovations you do to your house, if those renovations help it become more energy efficient. These credits were put in place to help homeowners upgrade old insulation and windows, reducing the total energy cost of keeping the house warmed in the winter and cooled in the summer. The tax credit is typically for around 10% of the purchase cost, but this can vary year to year. Click Here for more information about energy efficiency tax credits.
Bigger energy credits are available if you add green energy equipment to your house, like solar panels or residential wind turbines. These credits are typically for about 30% of the purchase cost.
Education
There are several major tax credits if you attend college, or get extra work training. These are in place to encourage people to keep building more valuable work skills.
Student Loan Interest
You can write off up to $2500 of interest on your student loans per year. This works as a deduction, so this amount is simply subtracted from your taxable income. Note that if your parents help with your student loan payments, you can still claim what they pay on your taxes. Click Here for more information about the Student Loan Interest deduction.
American Opportunity Tax Credit
The American Opportunity Tax Credit gives credit for the first $2500 in education expenses per year, but you need to be enrolled in an accredited university in the United States, and be pursuing a degree. You can only claim this credit for 4 total years, and you must be enrolled for at least one full session in the year you claim it.
This is a semi-refundable tax credit – if your tax burden is already zero, 40% (or up to $1000) is refundable. Click Here for the IRS page on the American Opportunity Tax Credit.
Lifetime Learning Tax Credit
The Lifetime Learning Tax Credit is very similar to the American Opportunity credit, but with a lower threshold – only up to $2000, and is not refundable.
The upside is that you can claim it as many times as you like, and do not need to be enrolled in a degree program (so it also applies to extra courses and skill-building programs). Both the Lifetime Learning and American Opportunity tax credits have income thresholds – as your income goes up, your tax credit will be reduced. Click Here to learn more about the Lifetime Learning Tax Credit.
Insurance and Investments
There are also many breaks you can get for some insurance and investment costs, designed to help offset these costs for lower income workers.
Advanced Premium Tax Credit
If you purchased health insurance through the healthcare.gov exchange, you can claim some of your premiums as a tax credit. The actual amount you can claim will vary greatly based on your income and premiums, but the credit is also refundable. Click Here for the IRS FAQ for the Advanced Premium Tax Credit.
Saver’s Credit
The “Saver’s Credit” is another word for the Retirement Savings Contribution Credit – the purpose of this credit is to encourage saving in retirement accounts and IRAs. This credit is for up to $2000, and is calculated as a percentage of your contributions (either 50%, 20%, or 10%, depending on your income). Click Here for the IRS information on the Saver’s Credit.
Capital Losses
“Capital Losses” is when you have an investment, whether it is stocks, property, or any other asset, and sell it for less than you paid for it. If your stock portfolio has been taking a beating over the last year, you can write off up to $3000 of losses as a deduction. Click Here for more information about capital loss tax credits.
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What is income tax?
Income tax is the tax you pay on your income, usually directly taken out of your paycheck. Everyone who works in the United States should be paying income tax on their earnings.
Income is more than just wages and salaries too. If you earn rents from rental properties, investment income, interest on your savings account or bonds, or any other revenue stream, you will probably owe some income tax on it.
How are income taxes paid?
For most people, income taxes are straightforward – employers are required to withhold the appropriate income tax amount from your paycheck, which is then paid to the government without any extra steps.
If you are self-employed or work as an independent contractor (like a driver for Uber), it can be a bit more complicated. In this case you are required to report your income and pay any taxes owed at the same time.
Who needs to file an income tax return?
All US citizens and everyone working and living in the United States needs to file an income tax return each year. By extension, all citizens and workers in the US need to report their income, even if that income is earned in another country. US citizens use their Social Security Number to file their taxes.
Even US residents who do not work need to file income taxes if they received some sort of income or compensation over the previous year. This includes things like rental earnings and even unemployment benefits.
Immigrant Workers
Workers who work in the United States without a Social Security Number (both legal immigrants and undocumented workers) are still required to pay income taxes. Since some of these workers may not have Social Security Numbers, they can request an Individual Tax Identification Number (ITIN) from the IRS to use to file their taxes.
ITIN numbers can only be used for tax reporting purposes, and undocumented workers can avoid breaking income tax evasion laws by obtaining a ITIN number and filing their income tax returns.
US Citizens Living Abroad
US Citizens who live and work in other countries are also required to file their US income taxes each year or risk heavy fines. While citizens do need to file their taxes, most citizens living and working outside the US are exempt from actually owing any tax, unless they have exceptionally high incomes.
What do I need to file my income taxes?
In addition to a Social Security Number or Tax Identification Number, there are additional forms needed at the minimum to file your income tax.
Form W2
The W-2 form is a document all hourly and salaried employees will receive from their employer at the end of the year (usually in January, covering the previous year). The W-2 form is a fairly basic form outlining the total wages earned in the previous year, along with how much Social Security and Income Tax was already withheld by the employer and paid. Employees receive their W-2 form already filled out from their employer.
You will usually receive 3 copies of your W-2 form – one for your personal records, one to be submitted with your federal tax return, and one for your state tax return.
You can file your income taxes with just a W-2 form if you received no other income or compensation in the previous year.
Form 1099
Form 1099 is used when a person needs to self-report income. This includes independent contractors, and anyone receiving income from a source that did not provide a W-2.
Form 1099 is more complicated than the W-2, both because there are many more types of income that can be reported, and because anyone who uses it may need to fill out all the information themselves (although whoever pays you might provide you with a pre-filled version). This requires more skills at keeping detailed financial records than the basic W-2.
The 1040 Income Tax Return Form
The basic income tax return form in the United States is known as the Form 1040. The basic use of the form is to add up all your income from the year from all sources, calculate how much tax you have already paid, subtract any deductions you qualify for, and see how much of a tax return you should receive or how much tax you currently owe.
The 1040 is a simple one-page tax return. If you have a fairly simple financial situation (few deductions, little external income), you can just fill out the one-page form and send it in. If you have more complicated income and expenses to file, you might need to include additional “Schedules” – supplementary forms outlining your other income and expenses.
Parts of the 1040

There are four basic parts of the 1040 EZ
	Contact Information – This will include your name, address, and Social Security Number. You can file the 1040 EZ form jointly with your spouse if you are married, in which case you would provide his or her information as well.
	Income – This information should come directly off of your W-2 form any any interest tax forms your bank sends you for savings accounts. This also includes any unemployment compensation you may have received.
	Payments – This also comes from your W-2, which lists how much tax was already withheld and paid by your employer. This is also where you can calculate the total amount of tax owed.
	Refund or Tax Owed – The final calculations show how much refund you should receive, or how much income tax you need to pay. If you should be getting a refund, you can provide your bank routing number for a direct deposit. If you owe tax, there are instructions included on how to pay it.

Collecting your return
It is easy to collect your return. All income tax return forms include a place where you can put your bank routing information to get your return direct deposited to your bank account with no extra steps.
If you prefer receiving a check, the IRS will mail a check to the address you posted at the top of the form.
Income Tax Corrections
Taxpayers have 7 years in the United States to file any corrections. Usually this would be to claim deductions you may have missed, or report income later to avoid tax evasion penalties.
To file an amended tax return, use the Form 1040-X, which is designed specifically for later corrections on a previous return.
IRS Corrections
The IRS may also apply corrections directly based on their own calculations of your taxes owed. If this is the case, they will generally mail you a letter explaining how their calculation differs from theirs, along with a method to dispute their calculation.
The IRS has been known to adjust returns both up and down – they are mainly checking for errors in the deduction amounts and arithmetic to ensure the returns are processed correctly.
Audits
There is a small chance that your income tax could be audited by the IRS, in which case they will ask you to bring in supporting documents. Audits are designed both to ensure the tax returns are using all the correct values, and to prevent fraudulent claims. Audits can happen up to 6 years after your taxes have been filed, so you should be sure to keep all your supporting documents for at least that long.
State income taxes
Most states also levy an income tax, but the actual tax amount and thresholds will vary quite a lot from state to state. Steps for filing state income taxes are very similar to the federal taxes, and generally require the same documentation (which is why you will typically receive 3 copies of a W-2 form).
There are currently seven states with no income tax: Alaska, Florida, Nevada, South Dakota, Texas, Washington, and Wyoming. States that do not charge income tax make up for the lost revenue through other channels, usually sales taxes and use taxes (in fact, states with no income tax typically charge their citizens higher total taxes than those who do have income taxes).
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What Is Sales Tax?
“Sales Tax” is a tax that is charged on goods sold to end customers. The Sales Tax is a set percentage of the price of the goods sold. In the United States, all states except Alaska, Delaware, Montana, New Hampshire, and Oregon charge a sales tax, but the sales tax will vary widely by state. In Canada, there is also a Federal sales tax, so all goods are taxed twice (once by each province, and again for the Federal government). Many cities also impose a sales tax, so the actual amount of sales tax you need to pay will vary quite a bit if you travel.
Value Added Tax
Outside North America, particularly in Europe, it is more common to have a “Value Added Tax”, or VAT. The VAT is different from a sales tax because VAT taxes are charged at all levels of production, instead of just by the end consumer.
Who Pays Sales Taxes?
Sales taxes are collected by businesses at the time they sell goods or services. Once sales tax has been collected, it needs to be accounted for separately from normal operating revenues, and “remitted” back to the government collecting the tax on a regular basis.
Different levels of government (city, state, and national) have different rules for when sales taxes need to be remitted back to the government.
While you may notice that sales tax is almost always added to your receipt as a separate line item, businesses are not required to charge sales tax separately. In theory, they could simply pay the government out-of-pocket for the tax owed on the goods sold, but in practice it is generally easier to account for taxes if they are charged and accounted for separately.
Accounting for and paying sales taxes can be one of the most confusing parts of starting a retail business.
Sales Tax Vs Use Tax
In contrast to Sales Taxes, for which the seller is responsible for paying the government, a Use tax is a tax where the buyer is responsible for paying the tax.
Use taxes are generally applied for transactions where no sales tax was charged at the point of sale. For example, many state governments charge a Use Tax on large purchases made from another state that you did not pay a sales tax on with the original purchase (for example, if you purchase furniture online from another state and ship it to your house).
What Purchases Are Exempt From Sales Tax?
Even in states and cities with sales taxes, not every purchase is subject to a sales tax.
Groceries
Most states have certain tax exemptions for groceries, usually taxing groceries at a lower rate or no tax at all. While most groceries do get a break, “Junk Food” (with high fat and/or sugar content) and “Prepared Foods” (such as roasted chicken that is ready to eat) are still taxed at the full rate.
Out-Of-State
Sales taxes only need to be paid for residents of that state, so if you are purchasing a good or service from a different state, you may be exempt from that state’s sales tax. You can also see this in if you travel internationally – there will often be “Duty Free” shops at the airport or border which do not charge sales tax if you demonstrate you will be crossing the border. In every day practice, you likely would be required to fill out a “sales tax return” with that state’s government, which only normally happens if you made a very large purchase with a high tax.
If your purchase is sales tax exempt because you purchased it out of state, you will likely be required to pay a Use Tax for it in your home state.
Non-Profit
Goods and services sold to not-for-profit organizations are generally sales tax-exempt. For these organizations to get out of paying the sales tax, they are required to be registered as a Not for Profit organization, and request an Exemption Certificate from whichever government would normally be collecting that tax.
Goods for Resale
If you purchase goods and intend to re-sell them, you are also tax-exempt on that purchase. This comes into play most often with small businesses buying merchandise from wholesalers. Like Not for Profits, resellers are also required to obtain an Exception Certificate for their purchases.
Sales Tax Holidays
Some states have “Sales tax holidays”, where sales taxes are suspended either entirely, or for certain classes of goods. For example, Texas has a sales tax holiday in August each year for clothing, footwear, and school supplies that cost less than $100 to help families prepare students to get back to school.
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Short Term Financing
“Short Term” financing means taking out a loan to make a purchase, usually with the loan term at less than a year. There are many different types of short-term financing, the most common of which are “Buy Now, Pay Later”, “Unsecured Personal Loans”, and “Payday Loans”.
Short Term Financing VS Credit Cards
Short-term financing has many similarities with credit cards – there is usually a grace period, set interest rate, and minimum payments to make.
The biggest difference is that credit cards operate on revolving credit – meaning you can start to pay down your outstanding balance, then keep using your credit card. In fact, your credit card company will love you for keeping some outstanding balance, since you will continually pay them interest (which is how credit card companies make their money).
In contrast, Short Term financing is usually used for one specific purchase or one single sum of money, which is then expected to be paid off over a fairly short period of time. As a borrower, you probably would not be using the same source of short-term financing more than once or twice – if you do, this should be a red flag.
Types of Short Term Financing
There are three major types of short term financing – Buy Now, Pay Later, Unsecured Personal Loans, and Payday Loans
Buy Now, Pay Later
Many stores offer Buy Now, Pay Later loans, both in person and online. With this type of financing, you can typically walk out of the store with your purchase immediately, then pay for it later either in installments or after a set period of time. These loans can be attractive if you are low on cash, since it allows for instant gratification.
How do they work?
Like credit cards, many of these loans also have a “grace period” that allow you to pay off the full balance before any interest is charged, which is typically their main selling point (such as “No payments for 3 months!”).
At the end of the grace period, you will be charged interest for the full grace period, and be required to make at least minimum monthly payments until the full loan balance is paid off. The main difference between this type of financing and using a credit card is that the grace period is typically longer, and you will be expected to pay off the full amount of the loan after a set period of time.
Should I use these loans?
If a seller is offering you this type of financing, they generally are making money on selling you the item you are buying, not the interest on the loan itself, so these sellers would prefer if you pay off the full amount within the grace period. That does not mean these are always safe to use, since the seller will always prefer you to pay more in interest on top of the loan amount.
If you do hold the loan past the grace period, your interest charges will add up faster than if you made the same purchase with a credit card. This is because with a credit card, you have a shorter grace period, so you need to start paying down the loan amount faster. With a longer grace period, interest is able to build up on the full loan amount for a longer period of time, so you end up paying more over the life of the loan.
These loans are usually advertised to buyers who have low or bad credit, and may not have any other means of financing available. The bottom line is that if you are choosing between buying something with your credit card or using “Buy Now Pay Later”, you will probably be better off using your credit card.
Unsecured Personal Loans
Unsecured Personal Loans means any loan you take out without providing collateral. In fact, credit cards are one type of unsecured personal loan. You can also go to your bank or another financial institution for a one-time unsecured personal loan too, which works similarly to taking a cash advance out from your credit card.
How do they work?
Making an unsecured personal loan is fairly straightforward – you go to your bank or any other lender, and ask for a short-term line of credit. You will typically be approved for a set credit line, say $5,000, based on your credit history and income.
This type of short term financing is most common for emergency unplanned expenses, such as car repairs or medical expenses. These types of loans typically have a shorter grace period, about the same or less than a credit card. The interest rate varies, but is typically about the same or higher than a credit card.
Should I use these loans?
Taking a short term unsecured loan is usually not an easy choice to make, because you will most likely be faced with them during times of emergency for expenses higher than your credit card payment limit. If you can, you will usually be better off putting these purchases on your credit card, which may have a longer grace period and lower interest rate.
If the amount you need to borrow is higher than your credit limit on your credit card, you will be better off borrowing money from friends and family or taking an unsecured loan at a commercial bank, credit union, or savings & loan than you would be from taking it from alternative creditors. Remember: the more the creditor advertises that they work with people with low or bad credit, the worse deal you will probably get.
Payday Loans
Payday loans are the riskiest type of loan you can take. These loans are typically offered as a “bridge” between an expense (such as rent) and your next paycheck, usually with term lengths of less than 1 month. These loans can be either unsecured or secured – secured payday loans typically require a car title as collateral.
These loans offer extremely high interest rates (often over 1000% APR), usually with little to no grace period. In theory, you could only pay a small finance charge if you take out the loan and immediately repay it within the next week or two, but over 80% of payday loans get “rolled over”.
Rolling over a payday loan is what happens if you cannot repay the full amount at the due date (averaging about 2 weeks). Payday loan offices make most of their money on these rollover finance charges.
For example, if you take out a $500 payday loan with a 2-week repayment and a $50 finance charge, you would need to pay $550 in 2 weeks. If you roll over the loan after 2 weeks, you can pay just the $50, and then another $550 in 2 more weeks. This loan went from 10% to 20% interest charged, which piles up fast.
Should I use these loans?
No. From a personal finance perspective, it is never a good idea to use payday loans. If you think you need one to make a rent or utilities payment, your landlord or utility company will charge you less in late fees than you will pay in interest.
Payday loan offices typically appear most often in communities with a shortage of commercial banks, credit unions, and savings & loan institutions. This means that those communities are often cut off of unsecured loans from those types of institutions, leaving just payday loan offices the only source of short-term credit for emergencies.
Even if you find yourself in this situation remember: from a personal finance perspective, you are almost certainly better off missing the payment entirely than taking a payday loan.
Short Term Financing – The Bottom Line
At the end of the day, if you need short term financing, your best bet will probably be your credit card instead of any of these methods. If you do have an urgent expense that your credit card cannot cover, see if your bank can help, or friends and family. If you want to keep your personal finances healthy, avoid Buy Now, Pay Later schemes and payday loans entirely.
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What are Credit Cards?
Credit cards is a form of unsecured credit (meaning a loan without collateral) that you can use to make everyday purchases. All credit card purchases are made using a loan – you borrow money from your credit card issuer, and later pay it back with interest.
Credit Cards Vs Debit Cards
Credit cards can be used at all the same places as debit cards. In fact, some business only take credit cards (like most car rental companies and many hotels) specifically because it works as a line of credit – a business accepting a transaction from a credit card knows it will be paid immediately. If you have both a debit card and a credit card, you should choose carefully which you use most for your everyday transactions.
Advantages over Debit Cards
There are some good reasons to use credit cards for every-day purchases instead of your debit card:
	Your debit card may have a transaction limit or transaction fees – credit cards typically do not
	Credit cards often offer “Cash back” and other rewards programs for most purchases
	Credit cards are accepted more widely than debit cards (especially if you are travelling overseas)
	Using your credit card will build your credit history, which can lower your interest rate and increase your credit limit on other loans
	You can “Float” credit card purchases, using it as a short-term loan before your next paycheck

Disadvantages over Debit Cards
There are also some good reasons to use your debit card instead of a credit card:
	If you miss your grace period, your purchases will be charged interest with a credit card, making them more expensive
	Since you do not need to pay the full balance on credit card purchases every month, it makes it easier to over-spend
	If you start to fall behind on your payments, it can be very difficult to fully escape credit card debt
	Credit card billing cycles are usually 20-25 days instead of one month, making it more difficult to schedule payments compared to other types of bills.

Credit Balance Types
When you use your credit card, there are several different types of balances that will appear on your credit card statement:
New Purchases
Your new purchases are the things you’ve bought using your credit card during the current billing cycle. You will not be charged interest on this balance until the end of your grace period, so it is usually a good idea to pay off this balance first and avoid finance fees. If you miss your grace period, you will be charged interest on the balance for every day you had it.
Balance Transfers
If you don’t pay off all your purchases in a month, the remaining balance will carry over to the next month as a Balance Transfer. Balance transfers do not have a grace period, so they will accumulate interest for the entire billing cycle.
Cash Advances
This is the most expensive type of charge you can make on your credit card. Cash advances are when you take money out of an ATM using your credit card. Cash advances also typically do not have a grace period, and they usually have a higher interest rate than balance transfers.
Finance Charges and Interest Rates
Credit card companies have finance charges as a condition to using the credit card – the most important one is your interest rate.  Each one of your balance types has a different way interest is charged
How Interest is Calculated
Different credit cards may calculate the interest you owe differently, and this difference might make a big difference on your bill. The two most common methods are “Daily Balance” and “Average Daily Balance”.
Previous Balance
The previous balance method uses your balance at the beginning of the billing cycle to calculate your interest. This means that payments you make during the billing cycle will not lower your total interest payment, but will only impact your bill next month.
Adjusted Balance
This method is similar to the previous balance, but also subtracts any payments you make. This method gets you the lowest total interest charges, but is very rare for credit card companies to offer it.
Ending Balance
The ending balance adds your balance transfer to all the charges you made during this billing cycle, and subtracts any payments you made. The interest is then calculated based on that final total.
Average Daily Balance
This method is the most common. Your credit card company takes the average balance of all days and multiplies that by your daily interest rate, then adds it together for every day in the billing cycle.
Grace Period
Every credit card has a grace period, usually about 21 days. If you pay off any new purchases within 21 days of making them, you will not get an interest charge for those purchases. If you miss the grace period, you will be charged the full interest amount. There is no grace period for balance transfers and cash advances, so you will be charged for every day you have a balance outstanding on these balances.
Minimum Payments
Your credit card will have a minimum payment every month, which is the absolute least you can pay to keep your account in good standing. Your minimum payment is based on your outstanding balance. The payment is generally enough to pay off new interest, plus some of the principle balance.
Just making the minimum payments is the absolute longest way to pay off credit card debt, and it will result in the absolute highest possible amount you pay in interest.
Note that there are some conditions that can cause your minimum payment to be less than interest, in which case you will never fully pay off the debt. If your minimum payment is lower than or equal to your interest charge, you can continue making payments on interest forever without ever paying off your debt.

Missing Payments
Missing your credit card payments can result in defaulting on your account. Defaulting on your account has a few impacts:
	If you had any promotional interest rate, you will retroactively lose it (meaning all your previous outstanding balances will now use the higher interest rate instead of the promotional rate, making your bill even higher)
	You will get “Late Payment” fees, which is added to your balance transfer into the next billing cycle
	Missed payments are reported to the credit reporting agencies and will lower your credit score
	Your credit card may also lower your credit limit and increase your interest rate

If you miss a certain number of payments, your credit card may cancel your line of credit entirely, and send your case to a collections agency. This will further damage your credit score, and make it extremely difficult to get any new credit cards or loans for the next several years.
The CARD Act of 2009
In 2009, the federal government passed the Credit Card Accountability, Responsibility, and Disclosure Act of 2009, which bans certain types of behavior from credit card companies. It also gives credit card holders more tools to help keep their credit cards in good standing.
The CARD act bans credit card companies from:
	Increasing your interest rate on existing balances (so if your rate goes up, it only applies to new purchases). This doesn’t apply to removing promotional rates
	Your interest rate cannot go up in the first year of holding your account (except if you have a variable rate credit card, then your base rate can’t do up but the variable rate can)
	Processing your payments late (all payments must be processed on the day they are received)
	Charging fees for different methods of payment
	Using a double billing cycle (where you would be charged interest based on the last period’s balances instead of just the current period)
	Issue credit cards to people under 21 without a co-signer

As the card holder, you also get new rights with your credit card:
	If you default on one credit card, credit card companies can’t automatically charge you a higher “penalty rate” on other cards you have
	You have at least 21 days after your bill is mailed to pay it without any interest charge
	If you pay more than the minimum payment, all the extra is paid towards your balance with the highest interest charges first (so if you make higher than the minimum payment, the extra would go towards your cash advances before your balance transfer)
	You can opt-out of over-the-limit fees. If you do, trying to charge more than your credit limit would result in a declined transaction instead of letting it go through with a fee
	You can opt-out of interest rate increases. If you do, your credit card will be cancelled once you pay off your balance (this might impact your credit score).

Pop Quiz
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Before Debit Cards
Before the 21st century, if you wanted to buy groceries or visit the mall, you had 4 options that you could use to pay, all of which had their own drawbacks: Cash, checks, credit cards, and short-term financing.
Cash is always reliable to make a purchase, but is prone to being lost or stolen. Not all shops accept checks, both because they are inconvenient to cash, and because of the ease of check fraud (writing a check for which you do not actually have the bank deposits to pay). Credit and short-term financing both include financing charges, so using these methods usually made purchases more expensive.
Between cash and checks, most people carried an ATM card, which could be used at ATM machines to withdraw cash and check bank balances on the go. Since most people already had these cards, many convenience stores installed ATM machines right near their cash registers, so customers could withdraw cash directly ahead of making a purchase. This meant many stores could eliminate the need to accept checks or credit cards (which also include transaction fees to the businesses for each purchase), and just have all customers use cash, without requiring them to carry it all day.
The Birth of Debit
This system began in the 1970’s, when the first ATM machines were invented, and still continues today in some older convenience stores that have not adopted their own card readers. However, in the 1980’s and 1990’s, some bigger grocery stores and other chains began integrating the ATM system directly in to their checkout system. This allowed “ATM” purchases – allowing customers to make payments directly from their bank account, without relying on paper checks. This system is called “online debit”, since every time you make a payment, the debit card reader validates the purchase immediately against your bank balance and executes the transaction.
[rich]Since debit purchases have become the norm and people started carrying less cash, robberies have dropped by nearly half![/rich]
This system was popular (and is still in place today), but there was one piece missing – stores around the world already accepted credit cards, and the process of integrating ATMs with the checkout system was costly. To get around this last hurdle, banks that issued ATM cards began working directly with credit card issuers to build the modern Debit Card – an ATM card that can also process payments anywhere credit cards are accepted. This type of payment, called “offline debit”, works differently – instead of validating the transaction immediately, transactions are validated in batches by the credit card companies (usually within 1-2 days).
Online and Offline Debit
Online debit works almost instantly – if you have a mobile app for your checking account, you will probably see the funds get deducted from your account a few minutes after a purchase has completed. Offline debit does not work quite as fast. Instead of immediately deducting the funds, the credit card processor usually puts a “hold” on your account for the purchase amount, then actually deducts the payment a few days later.
Because of this delay, you should still always keep a record of all your debit purchases – otherwise you could accidentally overdraw based on just a quick check of your bank balance.
Sometimes you will have the option to pick which transaction you want – if a card reader asks “Debit or Credit” for your card, the “Debit” transaction is typically online, while the “Credit” option is typically offline.
Debit Limits and Fees
Debit cards work similarly to credit cards when you want to buy something, but the fees work very differently. Credit cards make their money by charging interest on borrowed amounts, they usually do not charge customers for each transaction (or limit the number of transactions you can make).
Debit cards use your already existing bank balances, so you won’t get interest charges, but banks do still charge to use them.
Typical debit cards issued to young people might have a few different kinds of charges:
	Account Fees – this would be a fee charged for having your checking account. This fee will usually go up or down depending on your checking account type – account types that give you more flexibility with your debit card are usually more expensive
	Usage Limits – your bank may limit the number of times you can use your debit card per month (which can be as low as 10 transactions). If you go over this limit, you will typically be charged a fee per transaction.
	Overdraft fees – Overdraft fees happen when you spend more on your debit card than you had in your checking account. Your checking account may or may not allow overdraft – you can choose to opt in or opt out. If your account does not allow overdraft and you attempt to make an “online debit” transaction, the transaction will be declined.
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Beginners trying to tackle their personal finances for the first time see debt as sort of a “boogeyman”, a specter that looms overhead, trying to trap people into inescapable cycles of minimum payments and late fees. Or at the very least, something to be avoided whenever possible.
Deep down, we all know this is not really the case. Having a healthy amount of debt is almost an essential part of growth, but taking on lots of small debts frequently can also be very dangerous to your bottom line.
Distinguishing Good Debt from Bad Debt
When we talk about “Good Debt”, it usually refers to debt that was taken on to help advance your future income or net worth. Bad debt, on the other hand, is debt that is taken on for no real long-term gain.
Examples of Good Debt
Good debt can include things like:
	Student loans to get a new degree or certification that improves your job prospects
	Mortgage on a house
	Refinancing a loan on your house for home improvements
	A car loan
	Short-term credit card debt

In all of these cases, the debt is taken on to serve some specific purpose. Student loans to go to school is a long-term investment in making yourself a higher income earner. Taking out a mortgage to buy a house can greatly increase your net worth in the long run, and mortgage payments can frequently be lower than rental payments.
Refinancing your home means taking out a loan based on the equity you have built up through past payments – this can be a good way to reduce your interest rates, or finance home improvements that can make your home more valuable before selling it. Car loans greatly increase the range that you can work from your current home, and short-term credit card debt can be beneficial, depending on your bank fees and credit card perks.
When Good Debt Goes Bad
All of the examples above are examples of debt taken on for exactly the right reasons, but this debt can still turn “bad”, or become simply a burden to your personal finances.
	You may drop out of school or not finish your degree
	The interest you pay on your home mortgage may be greater than the property’s increase in value over the course of the loan
	You may refinance your home loan at a less favorable interest rate, or add some of the loan amount to your working cash or savings directly
	You may take out a car loan and end up with a “lemon”, or a car in constant need of repairs
	A crisis may hit, causing your credit card balances to start piling up

All of these transformations can happen with little notice, but good financial planning lets you identify the risk before you take on debt and help plan for when things go wrong.
Identifying Risk
Identifying risk before taking on debt is an exercise in financial planning – looking at what you are expecting, and determining the chances that something might go wrong. The later chapters of this course will go into more detail in how to identify certain types of risk, but here are some of the factors to look for in the debt we have above:
Student Loans
Before choosing what to study or your specific career path, make a list of your top 5 choices (between university, trade school, or directly joining the job market). Look up some jobs in each of those fields – how much do they pay? How much competition is there to get your first job?
This can help you visualize not just what you need to do to succeed in each of your desired paths, but how likely taking on this debt is going to pay off.
Home Mortgages
Think about how long you plan on living in a home – 5 years, or 30? How have property values moved up or down in this area over time, and how does that line up with the property market as a whole? If you lose your job, how long can you keep paying the mortgage? Remember – when you are renting, it is much easier to move somewhere cheaper than trying to sell a home.
Refinancing A Loan
Before you refinance a home loan, carefully consider how much you need that loan. Refinancing for a better interest rate is usually a smart move, but investing in home improvements can be trickier. It is not a good idea to refinance a mortgage just to deposit the cash in your bank account, but it can be a last resort to cover other bad debts.
Keeping Your Debt Good
Most of this might seem obvious, but how can you keep your debt from turning bad?
The key is being able to look frankly at your potential purchase, and try to remove your emotions from the decision. Is this debt something that will really help your position in the long run? If so, make an itemized list of the risks.
Next, see how taking on this debt impacts your budget or spending plan. Long term debt is considered a “Fixed Need”, while short term credit card debt is a “Variable Need”.
If all of this sounds like a lot of work before making a purchase, you’re right! It is! Taking on debt is always something to carefully consider, because it will make a significant dent in your ability to meet your other financial goals.
If you are in control of your personal finances, you will likely have good debt balances taking up a sizable piece of your monthly spending. If you are starting to fall out of control, you might find those good debts turning bad, and need to find a way to dump them as quickly as possible.
Pop Quiz
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If you want to start building your first workable budget, it is important to know exactly what should be in it, how to keep it updated, and the specific reason you want to have this budget.
What does a budget look like?
A budget is usually a spreadsheet or table. On one side or column, you will list your planned expenses, while on the other side you list your planned income.
You can use a budget for many different things, depending on the budget type. Using a mix of different budget types, as each situation finds appropriate, can be one of the most effective ways to reach your short term financial goals.
Budget Types
There are two types of budgets, each of which has its own place in your personal finance toolkit.
The Project Budget

A project budget is something you make just once for a specific purpose. For example, you might make a single-use budget when evaluating apartments you might move to (outlining costs of rent and transportation between a few different alternatives).
The project budget is the easiest budget to make because you do not necessarily need to keep managing it in the long term – this is a “one and done” way to address a specific problem.
The first budget most people make is a project budget to help look at their current expenses and see what adjustments need to be made. The problem with this approach is that project budgets work very well for short-term thinking, but tend to be difficult to follow for longer periods of time.
Project Budget Components
Your project budget is looking at a snapshot in time. This means you are comparing some known fixed expenses to a specific amount of income or money you can dedicate towards paying for it. The specific components are:
	Itemized list of known expenses for this period in time
	Total expected income or starting cash you have to allocate to this period in time
	Surplus – the total income minus the total expenses.

The purpose of the Project Budget is to maximize that surplus, or the money you have left over to allocate to other things.
Common uses for a Project Budget
	Comparing alternative apartments (building a sample budget for each alternative to compare)
	Planning a vacation
	Paying off short-term debt
	Other short-term crisis or goals

The Living Budget
Unlike the Project Budget, a Living Budget is meant to “grow” and adjust over time. These budgets are not designed for a specific goal or purpose, but instead to help you keep a general idea of where your money is going from month to month, and help you adjust your spending to reach your financial goals.
One of the major differences with a Living Budget is that while you make them looking forward, you also should look back regularly and make adjustments (not start over as needed).
Living Budget Components
Your living budget needs to be regularly adjusted and updated. To set up an effective living budget, you will need the following components:
	Regular monthly income (things like your paycheck)
	Variable income (gifts, one-off payments, ect)
	Regular monthly expenses
	Regular contributions to savings or other financial goals
	Expected variable expenses

Using Your Living Budget
Unlike the Project Budget, the goal of the living budget is not necessarily to maximize your surplus. Instead, your Living Budget has your savings and other financial goals built in, and you can adjust these every month or two along with your variable expenses.
With your Living Budget, having a big surplus every month is not necessarily a good thing, since that might be a sign that your financial goals might be set too low.
Expense Categories
With the Living Budget, you will notice that there is a difference between “regular”, or fixed, income and expenses with the “variable” income and expenses. When you set out to outline your budget, it is important to keep these distinctions separate.
There are 2 types of expenses, which each have 2 flavors.
	Types:	Fixed Expenses
	Variable Expenses


	Flavors:	Needs
	Wants



Most people new to budgeting only consider needs and wants, but without fully breaking down where your money is going, it will be much harder to build a workable budget.
Category Breakdown
Each category has its own place in your budget, and when you want to reach a specific savings goal, these separations make it much easier to hit your targets.
Fixed Needs
Your “Fixed Needs” are things like paying rent, utilities, car payments, and groceries. These costs should not change very much from month to month.
When you are engaging in short-term financial planning, there is not much you can do to change your Fixed Needs expenses. With mid-term and long-term planning, finding ways to cut down or reduce these costs (or any increases to them, like getting a better apartment or car) will likely make the biggest changes impacting your long-term goals.
Fixed Wants
Your “Fixed Wants” are the costs that add up quickly over time, but most beginners frequently forget to include in their budgets. This includes things like morning coffee from Starbucks, going out for lunch with your friends or co-workers instead of bringing lunch from home, having dessert after dinner, and any other regularly-occurring expenses.
Your “Fixed Wants” include all the little pleasures or extras that you normally get in your day-to-day life – things that you know you could probably live without, but removing them would really sour your days.
Variable Needs
Your “Variable Needs” are expenses that are important, but you may not have them every month. This includes the extra money you will probably spend on heating in the winter, or semi-annual visits to the dentist, or Christmas/birthday gifts for friends and family.
Unlike your Fixed Needs, even with long-term financial planning, there probably will not be very much you can do to change your Variable Needs costs in the long run – you will always need heat in the Winter, always need your teeth fixed when they break, and always need oil changes on your car.
Variable Wants
“Variable Wants” are your expenses that come more “spur of the moment” – things like a night out for drinks with friends, shopping for some new clothes, or buying a new video game.
You usually will not be able to make a line-item budget for your variable wants, but you can estimate how much you spend each month based on your receipts and account reconciliation from the previous month. Once you know how much your Variable Wants are costing you, the next step is taking steps to make sure those costs are under control.
How To Use Your Living Budget
When you are making your Living Budget, you should do so shortly after your latest account reconciliation, where you lay out your 10 or 20 biggest purchases over the last month and consult your bank account. You may know off hand how much you spend on rent and electricity, but building realistic estimates for your variable expenses (both wants and needs) means you need to look at exactly how much you are already spending.
Once you have your expense breakdown from the previous month, you can build your budget for moving forward. This means setting some specific financial goals:
	Deposit $300 per month into your savings account	This means you need to already have a surplus of $300, or make a separate goal to get this money from somewhere else


	Reduce Fixed Wants costs by $50 per month by brewing your own morning coffee 3 times per week
	Increase surplus by $100 per month to afford a nicer apartment
	Reduce Variable Wants costs by $75 per month, and apply that savings towards a yearly vacation savings fund

Putting Your First Goals Into Practice
To help make sure you hit your savings goals, split your “Savings Targets” in half for your budget. One half should go into your “Fixed Needs” category – this is money you are setting aside as soon as you get paid. The other half should be filed as a “Variable Want”, meaning a target you are setting, but until you have a few months of practice adjusting your budget, you might not be able to reach.
One common problem beginners face is combing both of these items together, then simply trying to increase their surplus by the amount they want to save per month. This tends not to work, simply because there is no concrete line item that you can admit to not reaching – it becomes easy to just roll over that goal by saying “I can just save more next month to make up for it!”.
By separating your first goal into smaller parts, it makes both parts easier to obtain. Having the fixed necessary savings means that you will make progress towards your goal even if everything else goes poorly, while the second half works as an extra incentive showing you have effective money management.
As you become more experienced building your Living Budget, you can shift a bigger percentage of your savings goals into your Fixed Needs category to have more stability, and more effective planning for the future.
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You might have experience reconciling your checkbook by comparing your own written records with your bank statements.
Fortunately, in the 21st century, this exercise is a bit dated, for two reasons:
	Paper checks probably only account for a small amount of your total expenses per month
	You probably have an automatic record with your bank’s online services showing how much you paid for anything purchased with a debit card

This does not mean you can skip the account reconciliation though. In fact, the way instant payments and other conveniences work probably make it more important than ever to spend a few minutes per month reconciling your accounts.
What does it mean to reconcile?
“Reconciling your accounts” generally means proving that your balances match what is expected. Back when paper checks were the norm, this would be comparing the paper ledger in your checkbook where you logged each check against your checking account bank statement.
You could then compare outstanding checks versus pending payments to “Balance” your checkbook (meaning establish that everything is accounted for between your statement and checkbook).
Today, you do not need to write down every payment in a paper ledger, but you should regularly check the payments made in your online bank statement or transaction history.
Reconciling for the 21st century
Today you will still get paper receipts for almost every payment you make in person, and online copies of receipts for every purchase you make online.
There are still two factors that make reconciliation necessary:
Entry Errors at Storefronts
The cheapest and easiest way for stores and restaurants to take credit and debit cards is by using a stand-alone card reader. These readers operate separately from the normal cash register system, meaning your waiter or clerk will enter your total separately from the system that scans or registered what you are buying.
You can tell which establishments do this because you will probably get two receipts – one issued by the establishment (listing what you bought and the items’ prices), and one printed by the card reader (usually just listing the total). Since these two items are registered separately, there is a chance that the person entering your totals copied down the wrong number, which means you actually pay the wrong amount.
You can see this immediately by comparing the two receipts, but you can also get a correction later by comparing your “true” receipt with your bank statement and bringing both to the establishment to prove the error. Of course, this is only possible if you kept the true receipt listing what you bought, how much you were supposed to pay, and the time stamps on both the receipt and the bank statement showing it was the same transaction.
Longer Processing Times
Just because you swipe your credit or debit card does not mean the payment processes that second. It is very common for online stores to use bulk payment processing, which means all payments process one or two days after the purchase was made. This can also happen with larger in-person stores (such as large grocery chains or gas stations) that may bulk-process orders.
While these may only have a one or two day waiting period, these can add up if you are checking your bank balance on the fly to figure out how much cash you have. These small “delayed” transactions can account for huge amounts of overdraft fees.
The much bigger processing delays can come from anything you might pay with a paper check (such as rent). These only processes after someone physically takes the check to a bank to deposit it, so the processing time is entirely up to whoever you pay. This can also happen with your paycheck – many payroll systems pay only when someone from your company’s payroll department confirms your pay amount, which means when you actually get the cash in your account will differ depending on weekends, holidays, and that person’s workload.
The 10 Minute Reconciliation
Once a month, you should take 10 minutes to reconcile your checking account against what you think you spent. If you keep your receipts, this can go much faster (and as a bonus, you can file and organize your receipts at the same time, taking care of two items on your personal finance checklist).
	Step 1: Confirm your big purchases match your receipts	Do this for your 10 biggest purchases of the month, just to make sure there were no errors


	Step 2: Make sure all your deposits are accounted for	This makes sure when you see your final bank balances to figure out your “net worth”, you are getting an accurate number


	Step 3: Make sure your payments are accounted for	Particularly larger payments, like the week’s grocery trip, or some gifts you bought online


	Step 4: Record your totals	Once you have established your true bank balance, record this number in your spreadsheet for future reference. This helps you later determine how your spending is moving from month to month.
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When you are getting your financial records organized, it is important to keep track of your spending, so it is important to keep track of receipts.
This can add up to a lot of paper very quickly, so one of the most common questions beginners are faced with is “how much do I save, and for how long?”
Fortunately, you don’t need to keep most receipts very long. Unfortunately, there are some you might need to hold on to almost forever.
The Three Receipt Criteria
When you make a purchase, you will probably be tempted to crumple up the receipt and throw it in the nearest recycling bin as soon as possible. But before you toss it, go through this mental checklist:
	Will I want to return this purchase later?
	Is this purchase accounting for 10% or more of what I expect to spend this month?
	Do I want to claim this purchase on my taxes?

This might add an extra second to your transaction time, but that second can add up big time!
Receipts for Returns
This is the easiest one: in almost every case, you will have a very hard time trying to return a purchase that had some sort of problem (or regret) unless you can prove you paid for it. This means that for clothes, appliances, and everything else that can break, you will want to save the receipt.
How long should I save them?
Returns are usually accepted only within 30 to 60 days of the purchase, so you can generally throw these out the next time you do an account reconciliation.
Receipts you are saving in case of returns can also be saved separately from your other more permanent financial records, making it easier to throw them away regularly.
10% Purchase Receipts
If you think this purchase will account for 10% or more of this month’s spending, you should keep the receipt for that month’s account reconciliations. These can be bigger, and so you definitely want to double check to make sure you weren’t over charged, but also to be sure that you get accurate totals for your 10-minute reconciliation records.
How long should I save them?
If you do not need these for tax reasons, you can safely throw these away as soon as you finish your account reconciliation.
Tax Purchases
If what you bought can be claimed on your taxes, you need to keep your receipts much longer, and it is a lot more important to keep them organized.
You might also be surprised at how much you can claim in your taxes. Paid any tuition or job training? You can claim it! Did you need to buy something required for work, like a uniform? You can claim that too! Depending on where you live, you might also be able to claim what you spend on public transit, any improvements to your house, and much more. You might need to consult a financial consultant or accountant at least once to know exactly how much you can claim in your area.
How long should I save them?
If you claim something on your taxes, you need to keep the receipt for at least 7 years – this is the threshold for the IRS to audit your tax filings. If the IRS does decide to audit you, you will need to provide the financial records proving you spent whatever you claim you spent.
Then, once every year, you can ceremoniously throw away all the receipts from 7 years ago to make room for a new batch!
Pop Quiz
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Credit Reports are basically a report that contains your credit history – both the good and bad. If you watch late-night TV, you have probably seen a few commercials offering free credit reports, so you might know that these are important. Most people, however, don’t know just how big a role a credit report can play.
What is a Credit Report?
A credit report, at its core, is a document that keeps a record of (most) of your regular bill payments. There are three main organizations that provide credit reports in the United States: Experian, TransUnion, and Equifax.
Each of these organizations is specially licensed to collect information on all individuals in the US related to their credit and payment history, criminal record, bankruptcies, and lawsuits. Your “Credit Report” is basically your file that they have on all of these activities for the last 7-10 years.
Companies and organizations from whom you are requesting credit can then ask one of those 3 agencies for a copy of your credit report to help them assess your application for credit. This would include any time you want to open a credit card, take out a loan, get insurance, or renting a home. Sometimes even potential employers might request a copy of your credit report, although in this case you need to provide consent.
What is the difference between a “Credit Report” and a “Credit Score”?
Your credit report is a complete credit history, meaning the bills you have paid (or didn’t pay), and their amounts. A “Credit Score” is a single number.
Since a credit report can have a lot of different information from different sources, this is consolidated by using what is called the “FICO score”. The “FICO score” basically distills all your credit history down to a number – the bigger this number is, the more likely the credit agencies think you will pay your bills on time. If you have a clean credit report you will have a high credit score. On the other hand, if you have a poor credit score, you probably have a lot of late payments or complaints in your credit report.

Your income does not impact your credit score, but repeated requests to review your score do have a negative impact, since the credit rating agencies assume that if you are trying to get a lot of different credit from a lot of different places, your financial position might be unstable.

Source: Bank of America – Better Money Habits

Why Do I Need To Care?
Your credit report, and credit score, are important, and can have a huge impact on your financial life. Anyone who would need to assess your financial trustworthiness will probably be looking at your credit report, so it is absolutely in your best interest to keep it looking good.
Applying For A Credit Card
The first time your credit report might come up is when you apply for a credit card. Based on the length credit history (meaning the total size of your credit report), your credit score, how well you have kept up with any previous payments, and your income, you will have a very wide range of credit options available.
Generally speaking, people with a poor credit history have lower spending limits, higher interest rates, and less likely to get any leeway with their credit card company with late payment forgiveness or credit card perks. On the other hand, if your credit report looks good, you will have a wide pick of different credit card companies offering increasingly attractive terms to attract your business.
Applying For A Mortgage
[rich]If your credit history is poor, you might have trouble securing funding for a home at all.[/rich]When you want to buy a house, you will see the same kinds of terms as when you apply for a credit card, but with much higher stakes. This means more banks and lenders willing to lend to you in the first place, better interest rates (which can save you tens of thousands of dollars over the life of the loan), and more flexible down payments.
Renting an Apartment
When you rent an apartment, your potential landlord will probably look up your credit report. Renters often use the credit report to compare different candidates and determine the size of the security deposit. Remember – a person renting an apartment is primarily concerned with making sure the rent is paid on time. If you have a poor credit report, they might rather wait for the next applicant than take a risk.
Getting Insurance
While it might not play as large a role as direct lines of credit, insurers also look at your credit report when they determine your premiums and deductibles. This is because they want to make sure all of their clients are paying on time. The entire idea behind insurance is that the insurance provider is taking in at least as much money from premiums as they are paying out in claims, so they need to make sure all of their clients are paying their premiums on time.
If the insurance company suspects that you will lapse on your coverage, just to start catching up right before filing a claim, they will likely charge you higher premiums to make up for it.
Applying For A Job
More and more employers are requesting the credit history from potential job applicants. This trend first started in the finance and banking industry, but has been spreading to other sectors as well. Potential employers see your credit history as your overall professional trustworthiness, particularly if you have a long history of late payments.
What Exactly Is In My Report?
Your credit report follows your basic payment history to creditors. This includes:
	Credit Card Payments
	Cell Phone Payments
	Cable/Internet Payments
	In-Store Financing For Large Purchases
	Unpaid Parking Tickets
	If You Have Been Sued
	Any Other Outstanding Debt

	Mortgage Payments
	Rent
	Utilities (Gas, Phone, Water)
	Car Payments
	Unpaid Taxes
	If You Have Declared Bankruptcy
	Pay Day Loan Payments

Items in your credit report do not stay there forever, so even if you make credit mistakes when you are young, you might not need to suffer from them forever. Generally speaking, missed bill payments, collections, and most other items expire after 7 years. Bankruptcies and other civil judgments (like unpaid taxes) usually have a longer expiration, up to 10 years.

Source: Bank of America – Better Money Habits

How Does This Information Get In My Credit Report?
[rich]Generally speaking, the more a company uses credit reports as part of their decision to do business with you, the more likely they are to provide information that will be included in future reports.[/rich]The three credit reporting agencies get all of this information from your creditors, meaning everything in your report was given to them by someone you did business with (or sued you). Not every creditor supplies this information. For example, if you rent an apartment, the payments might not appear in your credit report unless your landlord makes a point to report it. This is sometimes unbalanced, since landlords might not always report timely payments (or even late payments), but almost certainly will report judgments and collections.
Your creditors report this information, which is linked to you through your Social Security Number and your address. The Social Security Number is the main way it is linked, but they address is also used to help prevent fraud and identity theft.
The Fair Credit Reporting Act
All of these details so far have been helpful for creditors and employers, but you also have some control over your credit report that comes from the Fair Credit Reporting Act. This is a law that gives all consumers certain rights to their credit report, along with restrictions on businesses on what they can include in the report (and how they can use that information).
Consumer Rights
[rich]The most fundamental right you have is that each person can get a free copy of their credit report from all 3 of the main agencies once per year. This is done through annualcreditreport.com. [/rich]Once you have your credit report, you can also dispute any claims on it if you feel they are not legitimate. This means you can call the agency who provided the report and file a “dispute”. You also need to contact the lender who made the report to ask them to issue a correction if it is inaccurate. If the claim was because of an error, it will be removed from your report.
Even if a claim is not an error, you can contact the business who filed the claim and try to get it removed – if the person who files the claim withdraws it, it also is removed from your report. This is most often the case when people move out of their home without paying the final utility bills. If you contact the utility company and pay the outstanding bills (plus a fee), they may withdraw the claim entirely from your report. If you do have any such claims, it is always in your best interest to find them and take care of them as soon as possible, since it will impact your overall ability to obtain credit. For more information on disputing claims, visit http://consumer.ftc.gov.
If a potential employer wants to see your credit report, they need to get your written permission, only use it for the purposes of hiring you (and tell you what those exact purposes are), give you a copy of the report if they decide not to hire you (or fire you), and give you an opportunity to dispute any outstanding claims before they make their final decision.
If you get denied credit (or a job) because of the contents of your credit report, you also have the right to get a free copy for your own reference.
User Responsibilities
Businesses who order credit reports also have limits on how they use them. Generally speaking, a business who orders a credit report must:
	Only use the report for deciding the terms of your financial agreement
	Notify someone if something in their credit report affected their final decision
	Tell the consumer which company they got the report from so the consumer can verify it.

Data Provider Responsibilities
People and businesses who provide the data that is included in credit reports also have their own responsibilities. The most important of which is to make sure all the information they report is accurate and up-to-date.
This means that if you file a dispute, the data provider has 30 days to verify that the claim is accurate, or else it is removed from your report until they do so. The data provider must also take some safeguards to prevent against data theft. This is why they require both a social security number and an address, so these items can be cross-referenced to check for identity theft.
The data providers also need to tell consumers before they file a claim and give them a chance to resolve it before it appears on their credit report.
Fixing Mistakes
Watch this great video from Bank of America showing how to find mistakes on your credit report, and get them corrected.

The Bottom Line
Your credit report is important, so don’t forget about it. You get one free look at your credit report each year (note – this report does NOT include your credit score), so you should take advantage of it. Some studies have shown that up to 30% of credit reports have some inaccurate information, and it is always in your best interest to have these resolved as soon as possible.
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The idea behind insurance is that there are random bad – and expensive – things that happen to just about anyone. Car crashes, medical emergencies, and other problems that can destroy your personal saving and investing plans if they happen.
How Does Insurance Work?
To protect against this, insurance companies work to pool the resources of many people together in one group. Each member of the group pays in, which is called a Premium. If members of the group are hit with the issue that the insurance is designed to protect against, the insurance pool will use the premiums of all the other members to help pay for it. In other words, insurance is a way to protect against risk.
Insurance usually does not cover 100% of of the cost – the person making a claim needs to pay a certain amount themselves before the insurance coverage “kicks in”. This amount is called the deductible.
There are different types of insurance designed to protect against different types of risk, but they generally fall into 4 categories: Car Insurance, Property Insurance, Health Insurance, and Life Insurance.
Car Insurance
Car insurance, or auto coverage, is insurance you get to protect against risk while driving. There are four types of car insurance: Liability, Personal Injury, Collision, and Uninsured Protection. All car insurance policies are a combination of these four types.
Liability Coverage
“Liability” coverage is required in most states if you want to drive. This coverage exists to pay the repair and medical costs of any property or person damaged as part of an accident that was your fault. Liability coverage is required because it makes it less risky for other drivers – if you crash into someone else, they know that their recovery costs will be covered by your insurance company. If you get into an accident with someone who does not have liability coverage, and it was their fault, your only option is to sue the other driver directly (and they probably do not have the money to pay for the damage anyway).
Liability coverage does not cover you or your own vehicle, it only covers damage that you cause while driving. If you are hit by someone else driving with liability insurance, their coverage will pay for your repair costs, medical bills, and other expenses instead of your own insurance based on how much at fault the other person was. For example, if both people in a car crash are equally at fault, each person’s liability coverage will pay 1/2 of the other person’s expenses.
Personal Injury
Personal injury coverage exists to cover your own medical expenses in the event of a car accident, regardless of who is at fault. Personal injury coverage is optional, but if you are even 10% responsible for the crash, you will have to pay 10% of your medical bills out-of-pocket if you don’t have personal injury coverage.
Collision Coverage
Collision Coverage covers the repair or replacement cost of your vehicle, regardless of who is at fault. Collision coverage is generally less important than personal injury coverage, but if you have an expensive car, you will be more likely to get collision coverage to protect against potential repair costs.
Uninsured Protection
[rich] This coverage is less expensive in places where liability insurance is required for all drivers, since it is less likely you would get in an accident with an uninsured driver.[/rich]All of the other insurance is based on the idea that if you are hit by someone else, their liability coverage will pay for your damages. If the other driver is not insured, however, you could have a lot of trouble actually getting that money back. Uninsured protection is designed specifically to protect against getting hit by an uninsured driver – your insurance company will cover you immediately and try to get their costs back themselves instead of making you chase the other driver.
Determining Your Car Insurance Premiums
Your car insurance premiums depend on a lot of factors, but it basically boils down to the fact that the more likely the car insurance company thinks you will cost them, the more they will charge you. This means if you are in an age group that is more likely to be in an accident (like a young driver), have a very expensive car (which costs more to repair), or have a history of a lot of accidents, your premiums will go up.
On the other hand, your premiums will go down if there are lots of factors pointing towards it being unlikely that you will need to file a claim. This includes a history of being a safe driver, if you own a car that is safe to drive and inexpensive to repair, and if you live in an area with low crime (so your car is less likely to be damaged or stolen by thieves) and few accidents.
Property Insurance
Property insurance started out as insurance policies to protect against fires, but today it also helps protect against theft, faulty construction, lightning strikes, and other potentially expensive disasters.
Homeowners Insurance
If you own your home, you will probably want homeowner’s insurance. If you have a mortgage on your home, your bank or mortgage company will probably require you have homeowners insurance to help protect your investment.
Homeowner’s insurance covers basically everything in your home. Even if you accidentally break a dish, your homeowner’s insurance probably covers it (but you still need to pay the deductible, which is probably a lot more expensive than just replacing the dish).
One problem with filing a claim usually comes from proving you owned something in your home to begin with. Home insurance companies generally recommend people walk through their home with a video recorder once per year to document everything in the home, this way the video can be used later to show that something was in the home before it was stolen or destroyed.
Homeowner’s insurance generally gets more expensive with older buildings with out-of-date or unsafe electrical wiring and plumbing, or homes in more crime-prone areas. Homeowner’s insurance gets cheaper for homes with more up-to-date insulation, wiring, plumbing, safer neighborhoods, better fire safety equipment (like lots of smoke alarms and even sprinklers), and better locks and safeguards against burglary.
Renter’s Insurance
Renter’s Insurance is a lot like homeowner’s insurance, but only for rented property. This means that renter’s insurance is typically much cheaper (since the renter is not usually liable for all damage to the building, the owner is) and easier to manage. If a building has a fire, for example, the owner’s insurance would cover the building repair, but the renter would not be compensated for their own things unless they have separate renter’s insurance.
Renter’s Insurance does not need to cover the building itself, but the likelihood that your stuff would be destroyed in a fire or stolen in a burglary mean that most of the same factors that make homeowner’s insurance cheaper or more expensive also impacts renter’s insurance. However, if you are on the ground floor of a building, your renter’s insurance will probably be more expensive than someone on the 10th floor, since your place would be more likely to be burgled.
Health Insurance

Health Insurance is designed to cover your expenses if you get sick, including all medication and hospital care. Health insurance is important – without it, you could find yourself in tens, or even hundreds, of thousands of dollars in debt if an unforeseen medical emergency occurs.
Health insurance is typically provided by your employer, but many independent contractors and lower-paying jobs need to buy health insurance on their own (typically provided by an exchange system). Everyone who can afford health insurance is required by law to have it (since 2014) unless they can show that they earn below a certain amount of money per year and cannot afford it.
For the elderly, Medicare is a national health insurance program that covers all medical costs of people over 65. For the poor, Medicaid is a national program providing health insurance to people earning below a certain threshold.
Life Insurance
[rich]These types of life insurance policies are common both in family and retirement planning.[/rich]Life insurance was first created to provide for a deceased person’s family if they died – mainly to provide funding for the funeral and some cash to live on until the surviving family members found other means of support. Life insurance still fulfills this role, but there are also policies that have a cash value – depending on how long you hold a policy, it can pay out a certain amount of money at the “expiration” of the policy.
For example, you might have a policy that has a $20 per month premium, which pays out $200,000 if you die to your survivors. However, if you live until age 65 and make payments for 25 years, the policy “cashes out” and pays you a lump-sum of $50,000 to use in your retirement account.
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To be “In Debt” means to owe money to someone else, usually making fixed payments to pay back the amount over time, plus interest.
Debt means different things to different people – having some debt is perfectly healthy for your personal finances, but too much can leave you buried. There is also a major difference between debt held by people and businesses.
Personal Debt
Your “Personal Debt” is how much money you owe to other people, businesses, banks, credit card companies, and other creditors. Your total debt also includes any outstanding mortgages and student loans.
Having personal debt is not inherently a bad thing, but getting too much that you are unable to pay back in a timely fashion is a huge problem. If you reach the point where you are unable to pay back your personal debt, it is known as being insolvent.
Sources of Personal Debt
There are many sources of personal debt, some are considered healthier than others.
Credit Card Debt
Credit Card Debt is outstanding balances on your credit card. Each month you will be required to make minimum payments, but interest will continue to accrue on the outstanding balance you can’t pay back (and so you need to pay back even more later).
Using a credit card is the most basic way you can build credit, which is essential to building a good Credit Score and an important milestone in getting additional loans for mortgages and other big purchases later in life, but credit card debt that grows too quickly, and remains outstanding for too long, is one of the key sources of financial trouble for young people.
Credit card debt is fairly easy for young people, especially students and people just starting their first jobs, to lose track of and build up. This is because when using a credit card can sometimes be used as “bridge funds” between paychecks or student loan payouts, it leaves you vulnerable to any other unexpected shock making you unable to pay back the full amount on time. Every time you leave a balance on your card, interest builds up, making it more expensive to pay off later. [rich]This can lead to relatively small starting balances to become bigger financial headaches later, especially the longer you need to put off paying it.[/rich]
Credit card debt does have its place in most people’s financial lives, though. When used appropriately, credit cards can be a great way to build up a credit history, and most credit card companies offer reward programs that can make it more attractive to use than cash for everyday purchases.
Student Loan Debt
Most university students need to take out student loans to finance their education. Student loans are a lump-sum form of debt that usually pay out every semester or year, but do not need to be repaid until after you graduate university and find a job.
Student loans are popular because they make it easier for more people to obtain higher education, and by living off borrowed money, students can focus entirely on their studies (although even students who work often need to take out small loans to help pay for tuition). The major downside to this is that it means students begin their professional lives with a large cloud of student loan debt looming.
Even though you may not need to start paying back your loans until after graduation, interest usually starts accumulating as soon as the loan is dispersed. This means that the longer you wait to start paying it back, the bigger the debt becomes.
Student loan debt is also treated differently form other types of debt – even if you file bankruptcy, you probably won’t be able to discharge your student loans. This loophole in the law exists to prevent fresh graduates from declaring bankruptcy right out of school and discharging their full debt immediately, but it means that regardless of how insolvent you become, you will still have to keep paying back your student loans.
Mortgages and Car Loans
Mortgages and car loans are loans taken out to pay for a house or car. These loans usually have the house or car you’re buying posted as “collateral”, meaning if you fail to pay back the loan, the house or car could be repossessed to pay back the debt.
Mortgages and car loans are usually looked at in a more favorable light than credit card debt – so long as you made a good purchase with a decent interest rate, taking out these loans is seen as a necessary part of your credit life. Their major downside is that these loans are typically much larger than what you would see with normal credit card debt, which means you will be paying them back for much longer.
The longer you are paying back a debt, the more careful you have to be that you always have at least the minimum payments on-hand to prevent the loan from going in default. This is because that if you take out a 20 year mortgage on your house, you need to be sure that you have a plan to keep making the mortgage payments even if you lose your job somewhere along the line, or other financial disaster strikes.
Generally speaking, if you find yourself in the position where you think you might not be able to continue to make mortgage or car payments, you will be in a better position if you sell off the house or car yourself than if you wait until your creditors seek repossession.
Impact of Debt on your Net Worth
Your Net Worth is based on your balance of assets (like your house, cash, jewelry, and anything else of value) against your liabilities (or your total debt). As your debt increases, your net worth goes down.
The flip side is that if you use debt to make valuable purchases, like using a mortgage to buy a house, your home value might increase at a higher rate than the interest you pay on it. When calculating your net worth, you will need to balance your lifetime growth in assets against how fast your debt grows. 
Defaulting On Personal Debt – Creditor’s Options
[rich]The most effective way to avoid defaulting on your debt when you run into trouble is to just talk with your creditor! They are people too, and just explaining your situation can get lower payments and better terms until you get your footing![/rich]If you “default” on your debt, it means you are unable to repay, and your creditors start attempting to recover their loss. This can lead both to debt collection and bankruptcy protection.
There are a few different legal methods that creditors can take to collect their debt, but there are also consumer protections against illegal practices.
Repossession
If you posted anything as collateral for your loan (like your car), your creditor can take possession of it if you stop making your loan payments, usually without notice. Your creditor can then sell off what is repossessed, and use the sale to satisfy the amount that was owed.
If they can’t get back the amount that you owe them when it is sold, you will still be liable to pay back the difference.
Wage Garnishment
Your creditor can sue you to pay back the loan amount, and the court will give them some different ways to get their money back. One of the most common of these is “Wage Garnishment”, where a certain amount is taken out of your paycheck directly and sent to the creditor before you even see it. There is generally a 25% cap on how much can be taken, but your cap can be lower depending on where you live.
Property Lien
A “Property Lien” is another type of court order which gives your creditor the right to put a claim against the title of any property you own. This is basically a public statement saying that your creditor gets a piece of this property’s value because of the money you owe. Having a property lien does not automatically do anything, but it opens up the door to foreclosure, or when your creditors force the sale of your property to satisfy the debt you owe.
Most creditors prefer to avoid foreclosure, since it is a lot of work to arrange the sale, so it is typically left as a “last resort”. Instead, if you have a property lien, you will typically have to pay it off using the proceeds you make when you sell the property before you have a “clear title” that you can transfer to the new owners. If your creditor does decide to foreclose on your property, they only have a right to the amount that they’re owed in the sale – if the property is sold for more than you owe, you get to keep the rest.
Defaulting On Personal Debt – Debtor’s Rights
Even if you default on your debt, you still have certain rights and options available.
The Fair Debt Collection Practices Act
This act is a consumer protections measure that helps protect people from unfair harassment by their creditors. It makes it illegal for creditors to:
	Call you outside 8 am – 9 pm
	Call you at work if you tell them your boss does not allow it
	Publicly post your name and address as a “bad debtor”
	Pretend to be a lawyer or police officer to force you to pay your debt
	Pretend they have a court order when they don’t
	Contact you at all if they know you are represented by a debt attorney
	Contact your friends/family/co-workers and tell them about your debts
	Contact you (other than with official court papers) after you explicit request in writing that they stop

The Act also requires anyone who contacts you about your debt to tell you who they are calling on behalf of, and the total amount you owe. If a debt collector breaks any of these rules, they can be penalized by the Consumer Financial Protection Bureau.
Bankruptcy
If you really find yourself insolvent, you may need to consider bankruptcy. A simple bankruptcy, or “Chapter 7“, is a basic sell-off of all your assets above a minimum threshold (usually $5000 – $6000). A trustee takes possession of all your property and assets, and sells them all off. It then takes the total proceeds and distributes it between your creditors. This accounts for over 90% of all bankruptcies.
After going bankrupt, all debts (apart from student loan debt, child support, and a few other special cases) is “discharged”, or disappears. However, the person who filed bankruptcy generally will be unable to obtain any new credit for 3 to 5 years (including simple credit cards, or even renting an apartment). A bankruptcy will appear on your credit report for 7 years, and works strongly against you for
Business Debt
Business debt works a bit differently from personal debt – businesses (especially big businesses) are usually in debt, and a lot of it, nearly all the time. Making payments on this debt is generally considered part of their normal operating expenses.
Why is it different for businesses?
For personal debt, you will hold your debt for a period of time, but eventually you need to retire and live off of your savings, so it is in your best interest to minimize how much debt you have by that time. You will also probably have a certain cap on how much more money you earn each year – most people don’t expect to make 20% raises every year for their entire life.
These constraints do not apply for businesses – they expect to exist and continue to do business forever, so they do not have a point on their horizon where they need to be “debt free”.
The biggest difference, though, is that businesses use debt as leverage – they borrow money in order to make more money (opening new factories, hiring new workers, doing more research ect). Each time a business takes out a loan, they are saying that they expect to be able to use that money to make more money than it costs them. For example, if they can borrow $10,000 with a 10% interest rate to bring a new product to market this year and earn $30,000 in extra revenue, it is a good deal to take the loan.
As businesses pay off their debts, they will often continue to re-finance, or borrow against the new value they have created since their last loan. This means that their actual dollar amount of debt grows over time. With individuals, we are mostly concerned with how big our debt is, but a business only needs to worry about how much they are paying back relative to how much they are earning. If their earnings keep going up, there isn’t much of a problem if their debt is growing too (just so long as their debt is not growing faster than their revenues).
Pop Quiz
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Everyone needs some income – money to pay the bills and live off of, but income comes in many shapes and forms.
It might seem obvious, but your total compensation for work is more than just the paycheck you get – depending on your age and where you work, there can be many different forms of compensation that vary greatly between potential employers. Finding the right balance between them all is often a careful point of negotiation when accepting a job offer, but the first step is knowing what they are!
Direct Compensation
Your direct compensation is what you get from your employer for doing your job. These are directly laid out in your employment contract, collective bargaining agreement, or other terms of your job.
Salary and Wages
When people think of their “income”, this is usually the first number that comes to mind – the actual cash that your employer pays you per year. This is the easiest number to consider with income and compensation, because it is easy to compare “apples to apples” between jobs.
This is called your “Gross Pay” – Gross means that it has not been adjusted to reflect taxes, withholdings, retirement contributions, or other non-cash perks.
Hourly Wages
Hourly wages are the most basic form of compensation – you are paid a specific amount for every hour that you work. Most people’s first jobs will be hourly, but many high-end professionals and independent contractors also charge by the hour.
If you do work as a contractor, it means that you are self-employed, but you contract out your time and energies to work for someone else (either a person or company). Companies like Uber and Deliveroo, who offer a lot of flexibility to their workers, employ most of their workers as “contractors”. Contractors are typically paid a specific amount per hour of work, plus expenses (since a contractor typically has to buy their own work materials and get paid back for them later). Contractors are not typically eligible for any compensation other than this hourly rate.
If you work as an employee, that means that you have a specific agreement with your employer and things are a bit different. Employees typically have much less flexible schedules than contractors, but they are often entitled to a lot of other perks and forms of compensation, depending on their employment agreement. Employees who need to work more than their scheduled hours are often paid “overtime” as compensation.
Salary
A worker who has a salary is not paid per hour, but usually a set amount per week, month, or year. Salaried workers are almost exclusively full time.
Even though a salaried worker is not paid per hour, their contract usually states that they need to work at least 30-35 hours per week. If they need to work more than this as part of their normal job duties, they are not paid overtime if they work less than 40 hours.
Salaried workers are also much more commonly given other types of compensation in addition to their base salary.
Insurance
In addition to salary and wages, most employers offer group insurance as well. “Group Insurance” means it is a package offered to all employees at a company, who get a “group deal” for insurance at a fixed cost. The cost is then shared between the employee and the employer.
The employee’s share is taken out of the “Gross Pay”, while the employer’s share is paid directly by your employer.
Health Insurance
If you work for a large company, you will almost certainly have group health insurance included as part of your employment package. This also usually extends to your family members and children. Since buying health insurance on your own can cost twice as much, (or more) health insurance is a major form of compensation to consider.
Life Insurance
Many employers will also include life insurance as part of the employment package. The life insurance has two functions:
	If you pass away before the expiration, your survivors are given a lump-sum of cash as a form of compensation for your lost income
	If you live through the expiration, most life insurance policies also have a “maturity payout” which can be added to your retirement savings.

Retirement Account Contributions
Many employers will also offer to help with retirement savings.
Direct Contributions To Savings
The most common method employers use is by paying directly into your retirement account, like a 401(k), usually matching your own contribution. This means that for every dollar you save yourself, your employer will also contribute an extra dollar, doubling your savings rate. This form of employer contribution is very popular both with employers and employees, since it gives employees direct control of their retirement accounts.
[rich]These retirement schemes are often the most over-looked part of an employment package for younger workers[/rich] By maximizing your retirement savings early, (meaning by saving the maximum eligible amount per year) you can effectively double that amount by having your employer contribute the same amount. Since this amount is invested, you will also be earning returns on your investment, (growth of stock, payments of dividends, interest on bonds, and much more) so you get an even bigger bonus.
For more information on employer-sponsored retirement savings programs, like the 401(k), check out our article on retirement.
Pension Schemes
Employers might also offer a direct pension scheme, where after retirement they pay you a check each month for the rest of your life. The amount they pay out is typically based on how long you worked with the company, and how much you earned over your lifetime.
Even if you leave one company and start working somewhere else, you will still be able to collect a pension from the first one based on how long you worked there. Pensions are less common in recent years, as many employers favor the direct contributions.
Indirect Compensation
Indirect compensation are other forms of income that do not necessarily have a known dollar amount. These are other “perks” you can get as part of your job.
Equity
“Equity” means your company provides a way for its employees to own company stock and benefit from some of the company’s profits. This can be through direct stock, (most common with start-ups) stock options, (which give you the right to buy company stock at a later date at a fixed price) or even through profit sharing.
Forms of equity compensation are most popular with management roles – these exist as a form of motivation to encourage employees to help the company grow, since the better the company does, the more valuable the equity compensation becomes.
Vacation
Vacation time, and how much of it, is a key piece of indirect compensation. Vacation days, sick days, and personal days all vary greatly from company to company, and can be a major source of compensation.
Flexibility
A major new form of compensation to reward employees and attract new talent in recent years has been the introduction of flexible working hours and conditions. For example, a company may allow employees to work from 8am – 6pm 4 days a week instead of 9am – 5pm 5 days a week, with regular 3 day weekends. Alternatively, companies may allow employees to work from home occasionally, or start work later and finish later.
How much flexibility your job allows can be a major form of compensation offered by your employer.
Family Perks
Many other companies offer perk packages specifically targeting employees with families. This includes maternity/paternity time off, bonuses to accommodate child daycare, extra time off for child sick days, and other benefits. Family perks are an important form of compensation companies offer to attract candidates that may be near the peak of their career and potentially starting a family.
Other Sources of Income
These sources of income are based primarily on working at a job, but not all of your income will come from the same place.
Investment Income
Investment income are earnings you get from dividends, interest, selling stock, and other investment-related activities. Investment income becomes very important after you retire.
If you have been saving up in a retirement account, especially with employer contributions, investment income can add up to a very large amount by the time you retire.
Investment income can also come from selling a house, investing in start-up businesses, or using bonds or certificates of deposit as an investment vehicle.
Social Security
Social security includes retirement benefits and disability income. Everyone who pays into social security is eligible for its benefits – after you are unable to continue to work, social security can often be the most reliable form of income (but usually not the largest).
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An “Investing Strategy” is a plan for how to save money to help it grow. Sometimes an “investing strategy” can just mean “plan for trading stocks”, but it really means a lot more.
Liquidity, Risk, and Potential Returns
All investments balance liquidity (how easily it can be converted into cash for other use), risk (the chance of the investment to lose value), and potential returns (how fast your investment can grow).
The balance between these three items is up to your own individual taste, but it is this balance that will determine what kinds of investments you choose.
Security Types
The “Security Type” is what you are holding as an investment. These can be a very wide range, but every full portfolio should have a mix of a couple.
Cash And Bank Deposits
Liquidity: Very High
 Risk: Low
 Potential Growth: Zero or Negative
Cash, believe it or not, is an investment in and of itself. Cash, and bank deposits you can withdraw right away, are the most liquid assets, since liquidity is basically how quickly you can convert any investment into cash.
Being able to always use cash for whatever you want is something valuable – this is why “Emergency Funds” exist as cash and bank deposits, not as bars of gold. On the other hand, cash does not grow, and loses value over time due to inflation.
Certificates of Deposit
Liquidity: Low
 Risk: Low
 Potential Growth: Low
A Certificate of Deposit is like a savings account with a locked-in interest rate, but you cannot withdraw the cash for a certain period of time. These are very safe investments, but on the other hand they have a very low potential for growth.
Stocks
Liquidity: High
 Risk: Medium
 Potential Growth: High
“Stocks” is usually what comes to mind when thinking about investments. As far as an investment strategy is concerned, mutual funds and ETFs which hold stocks are all the same thing – buying a piece of one or many companies in exchange for a share of their profits.
 
Bonds
Liquidity: Medium
 Risk: Low
 Potential Growth: Medium
Bonds come in three “Flavors” – Corporate Bonds, Treasury Bonds, and other Government Bonds. Unlike stocks, a bond is a loan that you make to a company or government, and they need to pay it back plus interest. Corporate bonds from large companies and treasury bonds are usually very safe investments (and so there is a lower return), but there are also “Junk Bonds”, or bonds which have a higher risk of not being paid back in full. In exchange for the higher risk, organizations who sell Junk Bonds offer higher interest rates to people who buy them.
Real Estate
Liquidity: Low
 Risk: Medium
 Potential Growth: Medium
Real Estate includes land and buildings. Until fairly recently, the bulk of “retirement savings” was in the form of the house you lived in. People would buy a house and hope that the value grew enough over the next 30-40 years to sell it and use the profits for retirement. Others buy damaged or discounted houses and do repairs, then sell them for profit (this is known as ‘house flipping’).
Since the housing marked crash in 2007, people are more wary of real estate investing, but owning a home is still a very popular investment.
Precious Metals
Liquidity: High
 Risk: Medium
 Potential Growth: Medium
This includes buying Gold and Silver. Many investors try to buy gold and other precious metals as an investment (and to protect against inflation), but this has also backfired in recent years as a “Gold Bubble” popped, making the prices of the metals more volatile than before. Holding precious metals as a safeguard against market uncertainty in other security types is still very popular, however.
Derivatives
Liquidity: Medium
 Risk: High
 Potential Growth: High
Derivatives that normal investors can purchase include stock options and futures. Being a “Derivative” means that it “derives” its value from something else – a stock option has value because the stock that it lets you buy has value (but the contract itself is useless unless you use it). Futures are good for commodities like oil delivered at a future date.
Derivatives are most useful for hedging (such as buying a stock option for a stock you think will go up in value, but you don’t want to necessarily buy right now).
Tips and Tricks
Many years ago, a common piece of investment advice was that if you are building an investment strategy for retirement, a large chunk of your “Nest Egg” would be held in your house, which will mature with the market rates.
For the rest of the assets, financial planners would recommend a “rule of thumb” to balance your assets between stocks and bonds according to your age. Basically take 100, subtract your age, and that should be the percentage of your portfolio in stocks (with the rest in bonds). This means an 18 year old would have 82% of their savings with 18% in bonds.
This advice is a bit out-dated, but it does have a couple important kernels of wisdom that all investors should be aware of.
Don’t Keep All Your Eggs In One Basket
[rich]Always keep a diversified portfolio, both in security types and which stocks and bonds you choose![/rich]Diversify at a few different levels. Split your assets between a few different security types. In the classic example, the saver would have about 50% of their savings stored in Real Estate, with the remaining 50% divided between Stocks and Bonds. This means that if there is a fall in housing prices, they are protected by having lots of savings in stocks and bonds. If the stock market starts to fall, they’re still OK because they have their house and bonds. The value of bonds is determined by the prevailing interest rates, so they are insulated from this as well with their other security types.
On the other hand, they also benefit if there is a surge in housing prices, stock prices, and interest rates.
Use An Evolving Portfolio
The old suggestion of “more bonds as you get older” is based on the idea that as you get closer to retirement, your portfolio should get more conservative. If you have lots of stock that lose value when you’re 25, you still have 40 years of income to make up for it. If you have lots of stocks that lose value when you’re 62, it becomes a lot more difficult to make up that income.
Common Investing Strategies
If you’re ready to start investing, there are a couple big ones to keep in mind. Most long-term investing strategies are based on one, or a combination, of these.
Buy And Hold
“If you aren’t willing to own a stock for ten years, don’t even think about owning it for ten minutes.” – Warren Buffet
The “Buy and Hold” strategy is based on the idea that you do extensive research on what you’re buying, choosing your investments for solid long-term reasoning, then buy it and hold on to it, regardless of what its market price does. The only time to sell for a “Buy and Hold” investor is either:
	When the underlying reasons why you bought the stock change (such as the company’s management changing to a team with a different business strategy you don’t like), or
	When you plan on exiting the market entirely

Warren Buffet is generally considered the most famous Buy and Hold investor.
Downside
“The market can stay irrational longer than you can stay solvent.” – John Maynard Keynes
Even if all your research is great, and even if what you invested in does regain all its value in the long run, you still have a deadline of when you need that money to live on in retirement. You also have a very real chance of just being wrong in your choice, and with a Buy and Hold strategy you might take a huge loss before admitting defeat.
Value Investing
“Know what you own, and know why you own it.” – Peter Lynch
“Value Investing” is looking for stocks that are under-valued compared to the rest of the market. This means looking for companies that seem to be growing strongly but have not yet attracted much market attention, or new players with solid foundations and the potential for growth. You will buy and sell stocks more often with value investing – as soon as your picks start looking “priced in” or “over-valued”, you’ll start thinking about selling and moving on.
Peter Lynch was made famous by his use of Value Investing while acting as the primary manager of the Magellan Fund Fidelity Investments.
Downside
“The four most expensive words in the English language are, ‘This time it’s different.’” – Sir John Templeton
Value investing requires you to pay close attention to companies and re-evaluate how much you think they’re worth regularly. If you’re wrong a few times in a row, you could have trouble ”bouncing back”.
Active Trading
“Understanding the value of a security and whether it’s trading above or below that value is the difference between investing and speculating.” – Coreen T. Sol
“Active Trading” is when you are buying and selling stock regularly (“Day Trading” is when you buy or sell in the same day), trying to take advantage of market swings to earn a profit. Active trading requires more advanced knowledge of chart patterns, fundamental and technical analysis, and an appetite for risk. In exchange, you can make huge returns with active trading by riding market trends.
Downside
“The individual investor should act consistently as an investor and not as a speculator.”  – Ben Graham
Active trading can get big returns quickly, but it can get big losses even faster. Most professional investors and financial advisers suggest using only a very small portion of your portfolio for active trading, since the damage can be hard to undo.
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 Protecting Against Fraud
  Written by Kevin Smith 


Today, all of our financial lives are online. Apart from a few paper records, everything you need to know can be accessed from nearly anywhere in the world, instantly.
The only problem is making sure that you are the only one who has access to it. Fraud and Identity Theft are growing problems, impacting just about everyone, but there are some steps you (and financial institutions) can take to protect themselves.
Keeping Your Information Safe
This may seem basic, but unwittingly giving out your information is still the biggest ways people give up their information to identity thieves and other fraudsters. There are a few best-practices you can use to make sure your information stays safe.
Never, Ever Give Out Your Password
This may seem obvious, but it remains the most common way people lose access to their accounts. An agent of your financial institutions will never ask for your password (they don’t need it to use their administration tools).
This also means that you should never use the same password on a website that houses your financial information that can be seen elsewhere. This is because you don’t know which websites let their staff see your password, or store your password in such a way that it can be decoded easily. There are many news stories of retailers or websites that get “hacked”, and this often leads to users having their accounts compromised on entirely other sites. Since most people use the same email address or username between different services, someone stealing data will try the same username and password combination they steal from one place at many others.
The best approach is to always change your passwords every few months, and keep them different between different accounts.
Keep Your Credit Card Number Safe!
No-one will ever ask for your full credit card number to confirm your identity (although the last four numbers are sometimes asked). There is a popular scam that has been making it around over the last few years where a fake “Collections Agent” will call up random numbers and threaten legal action to the people who pick up for bogus charges. The “Agent” then asks to confirm the credit card number and code on the back of the card. Since the person who picked up the phone is panicking over the legal action, they often provide this information without thinking – a few days later, hundreds or thousands of dollars end up stolen from that card. The same scam is often repeated in emails.
In all cases, if you receive this, do not provide any information (or click on any links in the email), but contact the financial institution they claim to be representing directly.
Other Security Measures
Your bank or other financial institution might have more protection. If available, use them!
One of these is a home PIN device (see left). This device requires you to enter your card and PIN, and gives you a one-time access code that you can use to access your data online. This means if someone doesn’t have both your card and the device, they can’t get in your account!
Your bank or credit institution might also have Chip and Pin technology for credit and debit cards (standard outside the US this is more common). This means instead of using your signature to validated purchases, you use a PIN number. This is also more secure because purchases can’t be made just with the credit card number alone.
Who CAN You Share Your Information With?
There are certain entities that can use your financial data. The most common time is when you’re working with your bank (preferably in person), or applying for credit. They need to ask your social security number, and some other personal information, in order to access your credit history and other information.
Make sure that if you do need to share your information to do business, you confirm they are an authorized financial institution, and ask directly what the information is used for. If the use is outside what you need, you can always refuse.
What To Do When Disposing Of Your Devices
So you’re getting rid of your computer or phone, how do you make sure your financial data doesn’t get stolen?
There are lots of complicated ways to do it safely, but there is one sure-fire way to make sure your data can’t be used by someone finding your device you’re getting rid of:
Drill a hole in the hard drive!
This completely destroys the data, and cannot be recovered. Other services and “Cleaners” claim to do the same thing, but the only way to be sure is to put a hole straight through it!
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“Consumerism” can have many meanings, but each person in an economy is a “Consumer” – someone who buys and uses goods and services. As the world’s economy grows, each person is involved in more, and bigger, transactions, and so the rights and responsibilities of being a well-education consumer are more important now than ever before.
What are Consumers?
If you buy something and use it, you are a consumer. If you make and sell something, you are a producer. Of course, most people are both – working as producers and consumers. Just like a business has certain responsibilities and business practices they need to keep in mind, consumers have certain responsibilities as well in order to make sure they are not being taken advantage of.
Consumer Rights
Each consumer has certain rights to ensure they get a fair deal. The most fundamental consumer right is the right to complain. This may not sound important, but it can have a much bigger impact that you would expect.
Implied Rights
If you buy something from a shop and you take it home to find it does not work, for example, you have the right to go back to the store and ask for a replacement. Unless you have a warranty, the store may not be obligated to give you a free replacement, but (generally speaking) businesses prefer to keep their customers happy. You can always escalate issues through salespeople and managers if you feel your issue is not being taken seriously at lower levels. You also have the right to leave negative feedback and reviews on review websites. Again, this might seem like a small consolation, but companies (especially those doing business online) rely heavily on positive customer reviews, so this can end up having a larger impact.
If you can demonstrate that the business willingly sold you something broken or defective, it may also be considered fraud. Fraudulent business practices have their own set of consequences and regulations.
Explicit Rights
Explicit Rights are more options you have guaranteed by a contract or by law.
Warranty
A “Warranty” is typically a part of the sales agreement where the seller promises that what is being sold is free of defect. If you have a warranty, along with a proof-of-purchase (including a receipt), you may be able to explicitly request the seller fulfill the terms of the warranty by offering repair or replacement. If they refuse, you have further legal right to sue in a small-claims court.
Legal Obligations
Several types of purchases have even more consumer protections by law. These include:
	Car sales – These are generally state-by-state, so you will have to check with your state’s consumer protection office to find out your explicit protections.
	Phone, Television, and Other Utilities – Public utilities have strict regulations over billing and service requirements. If you think that your utility provider is not fulfilling their obligations, you can contact your local franchising authority, the FCC, or even the Public Utility Commission.
	Banks and Lending – The banking industry likely has the strongest consumer protections in the United States, governed by several authorities. If you have a consumer dispute with a bank that cannot be handled by simply talking with the manager, visit the USA.gov resource center for more options.
	Airports – Each person has certain rights when travelling, including protections against discrimination, safety, and security at an airport. After you reach your destination, there are further protections for hotel stays (for example, if you get Bed Bugs, you may be entitled to compensation). Like banks, each of these are independently regulated, so you can visit the USA.gov resource center for more information.
	Housing – Each person has many rights to housing, at every level of government (local, state, and federal). This includes protection from discrimination, and in some cases controls on how high the rent can be raised per year.

If you believe you have a consumer complaint, the most important documentations you should keep are your receipts. Generally speaking, regulatory agencies also require you to try to resolve any issue directly with the business before they will get involved, so you should also send the business your complaint in writing before trying to get additional help.
If you do need more help, the best places to start is the Consumer Complains Resource Center at USA.gov, and the Better Business Bureau.
Consumer Responsibilities
Consumers do not have a huge amount of implied protections. This is, in part, because business law is centered on the “Reasonable Person“.
This means that as far as the law is concerned, consumers must be behaving in a reasonably prudent manner – this means putting some thought into each purchase to make sure it is what they really want to do. If, for example, you spend $9,000 on an iPhone game before you realized how much you were losing, you will not have many legal protections (unless you can demonstrate that the game was fraudulent in some way). Consumer protections are not designed to prevent consumers from making bad decisions.
It is the duty of every consumer to make rational, reasonable choices when choosing their consumption. The easiest way to do this is to build a Spending Plan, and stick with it. To make sure you have all the tools you need to make a complaint if you need to, always keep detailed financial records.
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 Starting A Business
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Building the next “Big Thing”. Being your own boss. Getting the full rewards for your work. There are a lot of reasons to start a business (along with lots of risks), but taking the plunge is a step every entrepreneur has to face if they plan on striking out on their own.
Why Do People Start Their Own Business?
Every business starts with someone who wanted to do something, and then took the steps to make it happen. We go in to some of the wider-range impacts of starting a business in our economics article about entrepreneurship, but on a personal level people usually start businesses for 3 main reasons.
	Be their own boss. If you start your own business, you get to make the rules about how, when, and why you’re working every day. Being your own boss is a huge motivation for some people to succeed.
	Getting the full reward for your work. When you own your own business, you get to keep all the profits. Entrepreneurs often see the amount they work is strongly related to how well their business does, so many people with a strong work ethic are drawn to starting their own businesses.
	Exploiting a “hole in the market”. People who start their own businesses see something missing from their local economy – something of value that they believe they can provide and others would be willing to pay for.

[rich]If you start your own business, you need all 3 of these in order to succeed![/rich] If you are an extremely hard worker and want to be the one calling the shots on how your business is run, your business will still struggle if there is not a need in the marketplace for the products or services you are offering. Conversely, you might have a great idea that could potentially be profitable and be willing to work hard to get it, but if you do not have strong organizational skills and the work ethic to be your own boss (and the boss of others), your business could fail due to poor management.
The trickiest item in the long run might getting the full reward for your work. Many small businesses that have success in the short run start expanding, which means more employees to pay, investors taking their share of the profits, and time spent on managing the company, and less time directly providing the service you originally started with (since that part is now mostly being done by your employees). This means that small business owners sometimes get “complacent”, and stop working to grow their business. This attitude can lead to stagnation, and the potential for other new start-ups to start taking business away.
Your Business Plan
Having those three drivers above only means you’re ready to get started. Once you’re ready to jump in to a business, the first step is coming up with a business plan.
 
Whats In It?
Your business plan is a document that you write detailing what you think the problem your business will solve is (the “hole in the market” above, or the reason why people will pay you for something), a set of milestones, or goals, you plan on reaching to grow (including a timeframe as to how long you think each item will take), a brief overview on how you plan on running the business, and an analysis of the overall market.
The Problem Your Business Addresses
Every business exists to address a problem – fill a void that is in the market. Some businesses offer entirely new products (giving people something they want or need which they did not have before), others improve on existing products through new features or lower prices, and some innovate in entirely other ways. When you think about how your business will make money, think of what it has to offer and why people would be willing to pay for it.
The Market Analysis
The “Market Analysis” describes your potential competition, or lackthereof. The Market Analysis is an extension of “The Problem Your Business Addresses”, this is some hard data you can use to demonstrate why your business can be successful.
If, for example, you want to open an Italian restaurant, part of your market analysis would be going to all the other Italian restaurants that your potential clients already have access to. You should be able to outline several key points that your restaurant will have which the others don’t. If you can’t justify why what you are offering is better than anyone else, then you will have a hard time attracting customers later.
The Milestones
You need to outline several goals, each building on the one before it, and set a timeline for how long you think each goal should take. This step is very important – making sure you have attainable goals (such as “open for business by July 15”, “serve our 100th customer by October 15th”, and “earn $15,000 in revenue”) that you can track later can help you get a clear picture of how well your business is really doing.
You can update your milestones as time goes on to be more realistic, but always keeping your goals in mind is both an important motivating factor and a good way to show potential investors that you are able to hit your own targets.
Your Management
This section does not need to be “point by point”, but a brief description of how you plan on running the company to hit your milestones. This would include your management philosophy, how many employees you intend to hire (and what their roles will be), how you plan to adjust for growth, ect. Imagine this part as being part of what you tell your new employees or investors about why you can make your business idea succeed.
Risks Versus Reward
Starting a business is risky. You might need to buy equipment, rent office space, or even just spend a lot of time and energy on an enterprise where you cannot be quite sure it will succeed. This uncertainty is one of the biggest reasons people choose not to start a business, even if they have all three of the drivers and a great business plan.
Losing can mean losing big – usually a large amount of savings are invested in starting a business, which can be lost quicker than you might think if things go badly. If you take out a bank loan, you might also need to list other assets as collateral for the loan, which you could also lose if your business goes too far under.
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What Is Credit?
“Credit” is when you have the ability to use borrowed money. This can come in many different forms, from credit cards to mortgages. There is a wide range of ways to use credit, which means that it is often a challenge for beginners to learn all the different ins and outs of using credit.
Basic Credit Terms
Before diving in to how each piece works together, you should know some of the basic terms that come up a lot with credit.
Principle
This is the amount of money that you need to re-pay. This includes the amount you originally borrowed, plus any extra interest.
Interest Rate
This is how much you are charged for the right to use borrowed money. This is an annual interest rate.
Credit Limit
Your credit limit is the total amount you are allowed to borrow.
Grace Period
This is the time between when you borrow money and when interest begins to be charged on the principle.
Minimum Payment
This is the least amount you can pay back per month before your credit card company considers you defaulting on your debt. This is a percentage of your total principle balance.
How Does Credit Work?
Credit works based on trust. You, as the borrower, ask a lender for a “line of credit”, or the ability to borrow money to use for your own needs, and you promise to pay it back. The lender will agree, with certain terms and conditions. These terms are generally based on what you intend to buy, how likely you are to make all repayments on time, how trustworthy you have proven yourself in the past with borrowed money, your income, the overall conditions of the market, and a few other factors.
At the end of the day, the more trustworthy you have proven yourself to creditors, the better terms you can get when borrowing money, because they see it as a lower risk. If creditors do not see any reason to think you’re trustworthy (or if you have proven yourself untrustworthy in the past), you will get worse terms.
What Are My Credit Terms?
Your credit terms refers to how much you can borrow, and how expensive it is to borrow. Having “Good Terms” generally means higher credit limits (meaning you’re allowed to borrow more money at a time), lower interest rates (making it less expensive to borrow), and other perks like cash back and flight miles. For beginners, focusing on lower interest rates should be your biggest concern when shopping around for credit cards or car loans.
How Can I Improve My Terms?
Since your credit terms are determined by trust, the best way to improve your terms are by using credit and reliably paying it back. This shows creditors that you are able to manage regular payments and will very likely be able to pay back your borrowed money on.
From a creditor’s point of view, every time they lend money it is an investment. Their return on investment would be the interest rate you are charged to borrow money, while their risk is the likelihood you are not able to pay back on time, or not at all. If you have shown that you can reliably make your payments, they believe you’re a safer investment, and so you get better terms. If they don’t have much credit history, or (worse) a credit history with lots of late or missed payments, they see you as riskier, so they charge more to use the service.
Creditors use credit reports to share information with each other about who does, and who does not, pay their bills, so you won’t be able to get out of a bad credit history by switching to a different lender.
Credit In Practice – A Credit Card
When you use your credit card to buy something, say a television at $300, you open a new principle balance for $300, which you borrow from the credit card company. You can only borrow up to your Credit Limit, we will assume your credit limit is $300 in this example so the TV used it all up.
The credit card company then gives you a Grace Period, or time between when you first make the purchase and when they start charging you Interest. The grace period is usually 3-4 weeks, but this can vary a lot depending on your credit card company [rich]The Grace Period is another important term to know when shopping between credit card companies![/rich]
After the Grace Period ends, the credit card company will start charging you an Interest Rate. The interest rate is a percentage of the principle balance that is added as a charge – this is the primary cost of borrowing money. The Interest Charge is added to your Principle Balance.
You will need to make at least your Minimum Payment every month in order to remain in good standing with the credit card company. The minimum payment is a percentage of the Principle Balance, but beware – if your minimum payments are less than the amount being added by interest and fees, you will never fully pay off your debt. Many young people have been stuck paying off relatively small credit card debts for many years by only making the minimum payments, meaning they ended up paying many times extra in interest more than they originally borrowed! You can always pay more than the minimum payment.
As you make payments to reduce your principle balance, you can use the difference between your principle balance and your credit limit to continue making extra purchases on your credit card.
Once your principle balance is zero, no more interest will be charged, and you will be back to the beginning. To see how this works out, check out our Credit Card Payments Calculator.
Credit In Practice – A Mortgage
If you need to buy a house or property, you will have a mortgage. The biggest difference between a mortgage and a credit card is that with a mortgage, you are borrowing the money for a very specific purpose, usually to buy a house. The house you are buying then becomes collateral in the loan, meaning that if you fail to pay back, the creditor can take your house.
This risk of losing your house works both ways – it also means that your creditor has a lot lower risk in lending you the money, since they are able to claim something back if you aren’t able to repay. This means that with a mortgage, you will have much higher credit limits and better interest rates than a credit card, even with the same credit score and credit history.
Otherwise most of the mechanics are the same as a credit card – minimum payments, interest and principle all work the same.
Unlike credit cards, there are two types of interest rates used with mortgages, Adjustable and Fixed.
Fixed-Rate Mortgages
Fixed-Rate mortgage is how it sounds, the mortgage interest rate is fixed for the entire duration of the mortgage. This means your rates and payments will be predictable for the entire duration of the mortgage. As a trade-off, fixed-rate mortgages might be (on average) slightly higher than adjustable.
Adjustable-Rate Mortgages
With an adjustable-rate mortgage, your interest rate can move up and down over the term of your mortgage based on the overall market rates. Lenders prefer these – it means they can increase or decrease how much they’re charging based on prevailing market rates.
For lenders, you lose some predictability in your payments. However, to compensate, banks generally offer lower average adjustable rates than fixed rates (but this may not always be the case).
What Else Impacts My Credit?
There are a lot of other factors besides your credit history that will impact your credit and payments. The biggest of these can be the “Extra fees”, or money credit card companies charge for using certain services. These can be tricky and add up fast.
[rich]The most common extra fee is to receive a paper statement in the mail rather than by email. You might also be charged a “service fee” even if you don’t use your card.[/rich] Fees vary widely, both in type and amount, between credit card companies, so should definitely be on your list of things to check when shopping around.
Other factors are more mundane, like your income and the general market. If you earn more money, you will likely have higher credit limits and lower interest rates, since creditors see that you have a greater ability to pay. If interest rates in the overall market are low or high, this will also play a significant role on the rates you get.
Another hidden cost could be your interest rate calculation. Some creditors will make one calculation per month, others will charge per day. These differences can make a big impact on how your payments work- if there are monthly calculations, you benefit by making a big payment once per month right before the calculation. If it is daily, you benefit most by making many smaller payments throughout the month.
Building Credit From Scratch
Watch this great video from Bank of America showing how to start building credit from scratch.
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When should someone start planning for retirement? Fidelity Investments recommends most young people try to save up 2x their annual salary by the time they turn 35, which is a pretty good benchmark to shoot for. Unfortunately, retirement is so far off the mind of most young people that they find their retirement account is completely empty after turning 30. What can a person do to make sure they are prepared?
Social Security
Social Security is a very wide-ranging social welfare system in the United States, paid for by payroll taxes (an amount deducted from each person’s paycheck). The biggest part of social security (in terms of the total amount of benefits paid out) is old-age pensions.
All workers in the United States who have paid in to Social Security are eligible to receive a monthly pension payment from the Social Security Administration after they retire. Workers need to work at least 40 years to receive full benefits, and their specific benefit amount is determined by how much they have paid in over the course of their working life. You don’t have to do anything to be eligible to receive an old-age pension from Social Security other than pay your normal payroll taxes. Unless you are self-employed, this should be automatic (if you are self-employed, you need to pay the Self Employed Contributions Act Tax (SECA)).
Social Security payments are skewed towards helping the poorest retirees. The system was first created during the Great Depression, when over 50% of all retired people lived below the federal poverty line. While you will get a bigger pension if you paid more in to the system over your career, Social Security is still designed primarily as a “safety net” – a small supplement to help prevent retired people from having no means to afford a basic living standard. Even today, Social Security payments are credited with lifting 20% of all retired people out of poverty.
How does it fit into my retirement plan?
If you have a well-built retirement plan, you should not be relying on social security payments to make up the bulk of your retirement income. Remember: Social Security is a safety net – there if you need it, but if everything goes well it should not need to be a major component of your retirement income.
Retirement Accounts
In recent years, the most popular way to prepare for retirement has been to save and invest to build up wealth over time, and use that savings to live off in retirement.
Cash Savings

Cash Savings are the savings you keep in a savings or checking account (or even under your mattress). For most of history, this was the primary means that people used to save for retirement – keeping liquid assets that can be used to live off in old age.
[rich]Cash savings has one major advantage over other retirement accounts – your savings cannot be lost to market forces (other than inflation), so it is a very reliable way to prepare.[/rich]Cash savings is no longer often recommended as a reliable way to prepare for retirement, since several other alternatives with very strong advantages have arisen.
One of the biggest problems with cash savings is taxes – you need to pay income tax on the entirety of your income, and more tax on any interest you earn on the savings. Cash savings also do not grow. The amount you have saved up will slowly shrink over time as value is lost to inflation.
Traditional IRA Accounts
“IRA” stands for “Individual Retirement Arrangement”. These are retirement accounts that the government recognizes, and gives individuals certain incentives to have and build. With a traditional IRA, the government lets you take a certain amount of your income and deposit it directly into a retirement account. This amount is not taxed, so you can deduct your retirement savings from your income to reduce your tax bill in the short term, up to a certain limit (you can’t, for example, add 100% of your income to your retirement account one year and pay no income tax).

Once you have your savings in a dedicated IRA account, it can also be invested in stocks, bonds, mutual funds, certificates of deposit, real estate, or other investment instruments. This gives an IRA another major advantage over cash savings – you can help your retirement savings grow through investment. The added value to your IRA (like dividends, interest, and profits from stock trading) is also not taxed while it is in the account. When you retire and begin withdrawing from your IRA, you do need to pay tax on what you take out.
A disadvantage of an IRA is that the money is “locked in”. You cannot take money out of your IRA without taking a huge tax penalty, so it cannot be used to buy a house, for example. If you have a large amount of your IRA invested in stocks, it is also possible to lose a large amount of your savings if your investments fall in value.
Roth IRA Accounts
Roth IRA accounts operate very similarly to Traditional IRAs, the main difference being taxes.
With a Traditional IRA, deposits you make into the account are tax-free, but you pay income tax when withdrawing it when you are retired. With a Roth IRA, you pay the full income tax when you make the contribution, but you do not pay any tax when you withdraw. This means that if you think the tax rates will go up by the time you retire, you will probably take a Roth IRA, but if you think they will go up, you would take a Traditional IRA.
There are also some other advantages, particularly that you can withdraw cash from a Roth IRA account at any time without tax burden (so long as it was cash you put in, not added value)
Employer Retirement Help
Many professional jobs offer some sort of retirement assistance to their employees. This is almost exclusively the case with salaried positions that have an employment contract, or union jobs that have collective bargaining agreements.
Employer Pensions
Employer pensions are a check you receive from your employer every month after you retire. At one time, employer pensions made up the majority of retirement income for the elderly. Employer pensions are generally much lower than a normal paycheck, but their total amount is generally determined by how long you worked for an employer, and how much you were earning.
[rich]The longer you work for an employer with a pension program, the bigger a percentage of your final salary will be in your pension payments![/rich]Employer pensions have an advantage similar to the Social Security old age pension – if this is a program offered by your employer that you take part of, it should be automatic. This makes employer pensions a pretty easy retirement system – just work until you retire, then with your pension payment and your social security payments, you should have enough to live (but still less than you had while working).
There are some downsides the employer pensions. The biggest one is that if your employer goes bankrupt, you may lose most or all of your pension payments (generally speaking, employers are required to continue to pay pensions even after going bankrupt, but the amounts may be reduced). Government pensions are not immune to this, as many retirees in Detroit were shocked to find out in 2015 when the city was forced to cut its pension payments.
401(k) Accounts
401(k) accounts were created almost by accident – they were added as a way for people to defer paying taxes on income until a later date. A tax consultant named Ted Banna realized that this obscure tax code called “401(k)” could be used to make cheap, simple retirement accounts. 401(k) accounts are created through your employer, with the employer making their own contributions (often matching how much you put in). This means that your employer is paying in to your retirement account while you are still working, so you are not reliant on their continued existence in retirement (like a pension).
The main advantage of a 401(k) account is that you don’t pay the income tax on your contributions right away, you can put it off until after retirement when you withdraw. This makes it similar to a traditional IRA, but with the 401(k) you don’t need to pay additional taxes on the capital gains and interest (which you do with the traditional IRA). If you prefer it the other way around, there are also Roth 401(k) accounts, which let you pay the tax immediately.

Which Method Do I Use?
Before the 1970’s, most people’s retirement plan was a company pension and social security, plus any other savings they might have accumulated. It was common for retirees to sell their house and move into something smaller, using the profit as their main retirement savings.
[rich]Remember: Pay Yourself First! Regardless of what kind of retirement account you choose, making as big of a contribution you can every year is the key to being able to retire in comfort![/rich]Since 1980, however, fewer and fewer employers are giving the standard pension package, leaving it up to individuals to build their own retirement accounts and portfolios. This is not necessarily a bad thing – while choosing a retirement account is more complicated than just working and getting a check when you retire, the tax benefits and potential for investment and growth means that if you plan well, you can retire with even more comfort than while working.
The exact retirement plan you choose will vary greatly based on what programs your employer offers, but the main idea to keep in mind is to always be saving!
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Definition
A “Contract” is a legally binding agreement between two parties (people, companies, or both). Having a contract means that if one party does not keep their word, the other can sue them in court to either force them to fulfill their side of the agreement, or pay back compensation.
What Makes A Contract Binding?
Not every agreement is a binding contract, but every contract has a few necessary parts.
Consideration
[rich]If you have ever seen a news article about a CEO who has a $1 salary, it is because of Consideration. He or she would not have an employment contract if the company did not have to give up something![/rich]”Consideration” means both parties have something required of them, something they would not normally be doing except as part of the agreement. If one party is agreeing to do something but the other party does not need to do something else in exchange, it would be considered a gift and not a contract.
Offer and Acceptance
The “Offer” is what each party says they will do. The offer needs to be very clearly defined to make sure both sides know exactly what they are agreeing to do, and what they are getting in return. The “Acceptance” means that both parties agreed to take each other’s offer. If you do not have a very clearly defined offer, you do not yet have a contract. Likewise, if both parties have not yet fully agreed to the offers, they do not yet have a contract.
For example, if Alice owns 10 shares of Google GOOG stock and offers to sell some of her shares to Bob, and Bob agrees that he will buy them. They do not yet have a contract. This is because the Offer was not yet clearly defined – the agreement does not include how many shares, at what price, or when Bob would receive them.
Now let us say that Alice comes back and says she will sell 5 shares of Google GOOG at $700 each to Bob, and he will get them next Monday morning. In this case, we still don’t have a contract yet. Bob agreed that he wanted to buy some shares, but he did not yet agree to this specific offer of 5 shares at $700 each next Monday, so we do not yet have an agreement.
Intention To Make A Legal Contract
Both parties need to actually intend to make a legally-binding contract. This might seem obvious, but this is the key difference between an informal agreement and a binding contract. For example, you might have an agreement where you mow your neighbor’s law for $10 a week. There is a clear offer and clear acceptance, but since the consideration is so low for both parties, it may not be clear that both parties intended the contract to be legally binding – just an informal agreement.
What Can Void A Contract?
If you have your Consideration, Offer, Acceptance, and Intent, you might still not have a contract because of a few factors that can break them.
Legal Capacity

Pictured: someone who could not enter a legally-binding contract to sell you that flower

“Legal Capacity” means that all parties need to be able to make a contract to begin with. There are a few ways someone might be considered to not have the legal capacity to enter a contract:
	Anyone under the age of 18
	Someone who went bankrupt in the last 5 years buying something worth more than $6,000 (without telling the other party they went bankrupt)
	Anyone with a significant mental disability

There exceptions to these exceptions too – someone under the age of 18 can still enter a binding contract for a “necessity” (like food or shelter), but not for most other things.
Forced Agreement
All contracts must be entered in “Free Will”, meaning you can’ force someone to enter into a legally-binding contract (so the mafia can’t force you into a contract by threat, for example).
Illegal Contracts
Even if you have everything else, your contract might still not be valid because it is asking something illegal. For example, you can’t have a legally-binding contract to sell illegal drugs.
Does A Contract Need To Be In Writing?
It depends! Generally speaking, verbal contracts are a lot harder to prove they have all the necessary elements, but if you have witnesses, it might still be legally enforceable. Some contracts, such as land sales, do need to be in writing.
If you want to make sure you have a legal contract, you should always get it in writing.
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Financial Records are what you use to have an easy way to tell where all your money and assets are, and exactly how much you have, at any given time.
They are not one document, or even one type of document. In fact, most people’s financial records will not look the same as anyone else’s, because each person has unique ways of organizing their information to make it most accessible for him- or herself.
Financial Record Basics
Your financial records are useful for many reasons, but they generally fall into two categories. First, they make it much easier to do financial planning (particularly managing your saving and investing). Second, they can be extremely important (often legally required) for tax purposes.
Financial Planning
When you are building or evolving your financial plans and setting new financial goals, you need to start with accurate financial records so you know exactly where you are starting from, and know exactly when you have reached your goals. For example, if you want to save $300 over the next 4 months, you need to know how much money you have now, and in 3 months you will need to be able to make the same measurements.
If your current bank balance is $250 and you want to save up to reach $400, your savings goal would be to earn extra cash or trim your savings to reach it. If, however, you find an uncashed check for $150 from your last birthday in a pile of papers on your desk and deposit it into your account, you will hit that $400 target without actually accomplishing anything. This is one example of poor financial records hindering your ability to set and reach your targets.
Taxes

Pictured: the money you can’t get back because you didn’t save your receipt

Most people appreciate having good financial records when it comes time to filing tax returns. Many think that for most things that you spend money on throughout the year, like your car registration renewal, work uniforms, and certain types of interest on loans, can all be deducted from your taxes – this to a degree is true, but only if you have kept receipts and records of all of those payments.
Types of Financial Records
There are dozens of types of records, but the key is keeping them all organized. You can divide all your records into two big buckets – “Primary” records (which will be extremely varied and scattered), and “Secondary” records (which you will generally maintain yourself to keep your primary records organized).
Primary Records
Receipts
If you want to claim any tax breaks, you will need to keep careful track of your receipts. These are the most basic financial record there is, just a piece of paper showing that a transaction has taken place.
Depending on where you live, you should always save the receipts for large purchases (like your car’s bill of sale). Many cities also provide tax breaks if you use public transit, so it is also a good idea to save those receipts.
They are also useful to keep beyond your taxes. For example, utility bills and receipts are often required as a “proof of address” when you want to open a bank account. If you get in a conflict at a later date over a bill being paid, having a receipt can shut down the problem immediately, while proving otherwise can be a long and drawn-out process.
Bank Records
Your bank account will be one of your most important sources for financial records. Usually, your entire transaction history is saved for a few years (including every check you write), along with your current account balances. If you do not have a receipt for a payment (for example, if you write a rent check every month), you can still have a record of that transaction in your bank account.
You will have different records available based on different account types. For example, if you have a savings account, you might have more records on deposit amounts and dates, with accumulated compound interest. If you have a checking (or “Current”) account, you will have your current available balances, along with your transaction history of your checks, debit card transactions, and ATM withdrawals. Your bank records will be an invaluable resource when you are building and changing your Spending Plan.
Income Reports
Your income reports are statements showing how much money you’ve earned, usually along with how much income tax and social security you have paid, in a given year. The most common of these is the W-2 form in the United States, but you might have others if you are self-employed or work occasional odd jobs on the side. These are necessary to file your taxes, but are also useful to see how your income evolves over time.
Investment Statements
If you have any stocks, bonds, or other investments, you will also get regular account statements from your broker. This will include your cash balances (available for withdrawal or purchasing more securities), the total net market value of your portfolio, the amount of any dividends you have received, the total expenses of your investments (this is most important with mutual funds). Your investment statements are essential for tax purposes. Unlike claiming deductions for receipts, you are legally required to report any investment income you receive, so having ready access to these documents will be essential.
Personal Property Inventory
Unlike the other primary records, this is one you will make and maintain yourself. Your personal property inventory is basically a list of what you own, where it is located, and its estimated value. This seems fairly simple when you are still in school, but there are more than a few cases of large amounts of cash stashed and forgotten. Also unlike the other records, your personal property inventory is not used for taxes. The main benefit of keeping and maintaining it is purely organization – knowing exactly where your things are, and how much they are worth, can be very useful when your life circumstances change and you want to sell (or give away) things you no longer use or might have forgotten about. The self-service storage locker industry thrives on people making monthly payments to save things they do not regularly use!
Secondary Financial Records
Your secondary financial records are usually just bigger lists, putting together your different primary records into easy-to-read documents for your own personal reference. Usually these are reports you would put together yourself, but there are some cases where they would be automatically generated.
Income Tax Returns
After you’ve filed your income tax return, keep a copy for later reference. This also includes any receipts you have from taxes paid – these can be very important if you are audited one day. Legally you should hold on to all tax returns and receipts for 7 years, but it can be useful to keep them for longer if you want to occasionally work on long-term financial planning.
Net Worth Statement
Your “Net Worth” is basically a sum of all your assets, minus all your liabilities, in one document. This is where you would add up your personal property inventory, investment values, bank balances, and cash you have squirreled away in a bunker in the desert, and subtract the outstanding balances of your credit cards, student loans, car loans, and home mortgages. This should be a one-page document you update every couple of months that helps you see your entire financial standing in one place.
Personal Expense Records
You might end up accumulating dozens of receipts in a relatively short period of time. Every few months, try to group them together and keep them in a safe place (for example, all receipts for “January – March 2016” kept in a folder in a fire-proof safe). While you do this, copy the amounts and the reason for the purchase into an excel spreadsheet. This will make it easy to know how much you spent and where you spent it for later. Plus, you can use your spreadsheet to quickly and easily find the original receipt later if you need it. By filing away all your receipts regularly, you make it less likely for any to get lost or accidentally thrown out. Doing it regularly is important to avoid a backlog (and so having to take an entire afternoon to file your receipts rather than a few minutes every few weeks).
Keeping Your Records Secure
Now that you have all of this information, your main concern is keeping it safe. Identity theft is a major problem, and if someone were to get unauthorized access to just a few of your documents, they might be able to use it against you.
Storing Paper Documents
For things like your tax returns, receipts, and investment statements, you might have paper copies that need to be both easy to find and secure. One possible route is to buy a small safe you can bolt to the floor, keeping your documents safe and all in one place. Historically, people have also rented safety deposit boxes (small ones can be about $60 a year), which is a trade-off of extreme security with inconvenience of needing to visit the bank in person and paying the annual fee.
Storing Electronic Documents
Keeping your computer files safe from hackers and phishers is a much more challenging prospect. There are dozens of ways to keep your records safe, but these are the most common rules to follow:
Rule #1: Don’t Share Your Login Information
Despite what the movies show, most “hacking” is done not by forcing complex computer algorithms to hack a mainframe, but usually just because someone shares a password with someone they shouldn’t have. This goes not just for passwords, but other information as well – never give your account numbers, credit card numbers, usernames, or passwords over the phone or by email. If you absolutely need to share a username and/or password (sharing an account with a group, for example), make sure it is a username and password you don’t use on any other websites.
Rule #2: Don’t Re-Use Your Password
You can’t tell which sites you use let the administrators see your password, and which use proper encryption. If you re-use the same usernames and passwords in many places, you’re increasing the chances that a disgruntled employee steals data and breaks into your other accounts.
Rule #3: Change Your Passwords Often
Even the most secure, unique password in the world is vulnerable to keyloggers – a type of virus software that records every key you press, and reports it back to the virus’s creator. Even if you don’t have a keylogger on your home computer (which can be hidden for months or years before “activated”, it is possible one might be on a computer lab or public computer you might access. Changing your passwords every few months is a good way to keep them safe.
Rule #4: Pick Hard-To-Guess Passwords
Make it hard for someone to just get into your account by guessing, or a hacker just trying random letter combinations until they get in.This webcomic illustrates how this does not mean it has to be something difficult to remember, but there is no “golden key” to making sure your passwords remain secure.
Other Financial Record Tips and Tricks
See What Account Management Services Some Financial Institutions Can Provide
If keeping track of everything is a daunting prospect, see what kinds of services your bank or other financial institution can “bundle together”. For example, it is extremely common for a person to have their savings and checking accounts, investment portfolio, home mortgage, and credit card all through the same bank, and so they are able to access all of those financial records through the bank’s online portal.
This has a strength of convenience, but there are also some serious drawbacks. For example, if you have your password stolen for this online banking service, you might lose access to everything all at once, costing a massive headache and potentially tens of thousands of dollars.
Since you aren’t shopping around for the best rates on your different accounts (high interest for your savings, low for your credit card and mortgage, and the lowest possible fees for your checking and investment accounts), you will also very likely be getting a lot “less for your money” than if you shop around separately for each service.
Visit Tax Professionals or Financial Advisers
Even if you do not do so every year, taking some time to visit with a professional can end up saving you a lot of money in the long run. For example, they can help you tell when you need to save receipts versus not, saving you a lot of time and headache in organization, and they will help you tell exactly how to use them to claim all your possible tax credits.
You might be able to remember the basics – if you have an expense that is used primarily for business, you can probably claim a tax credit on it. However, you might not know the exact process of claiming time you used your car while working, or if you can claim sales tax exemptions for new renovations on your home. Meeting with a tax professional or a financial adviser is the easiest way to navigate the seas of red tape and get the most out of your tax returns, and minimize how much time and research you need to spend on your financial records out of your own free time.
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How Is Money Created?
In the United States (and many other countries), the question “How is money created?” comes up a lot. The treasury isn’t just printing cash all day, if they were the government debt would be zero! In the US, money is created as a form of debt. Banks create loans for people and businesses, which in turn deposit that money in their bank accounts. Banks can then use those deposits to loan money to other people – the total amount of money in circulation is one measure of the Money Supply.
Money As Debt
When a person or business puts money into their bank account, it is called a “deposit”. This can be both money you are saving for the long term, or just a normal checking account used for everyday purchases. Savings accounts are generally paid interest.
When a person or business wants to take a loan from the bank to buy something, the bank uses the deposits from all of its clients in order to make that loan. Long-term savers are paid interest in exchange for letting the bank use their deposits to make these loans, but money in checking accounts can also be used (which is why some accounts charge no fees if you have a certain minimum balance).
Once the loan is taken out, the person can either take the money as cash, or (much more typically) deposit it back in to their savings or checking account. This means the money can be used to make another loan, so banks can re-lend the money again and again.
This means that virtually every dollar a bank lends out was, at some point in the chain, borrowed by someone else. The total amount of money in the economy is directly dependent on how many people and businesses have taken out loans. Even deposits made by people as income were almost certainly borrowed at some point. For example, consider this chain:
	May 5: Local Banks and Loans issues a loan to Frank for $10,000 to start a restaurant
	April 30: Bob deposits his paycheck for $5,000 at his bank (Local Banks and Loans)
	April 29: Alice Corporation (a software firm) gives Bob a paycheck for $5,000
	April 10: Carlos’s Construction pays Alice Corporation $15,000 for software it developed to plan construction projects
	April 1: Peggy writes a check to Carlos’s Construction to buy a new house for $200,000
	March 15: Peggy takes a loan out from Local Banks and Loans for $200,000

In this example, Local Banks and Loans has technically used the same $200,000 in its loans to Peggy and Frank, which was also used by a construction company to buy software, and a software company to pay its employees. The same $5,000 was used to buy a house, pay for software, hire an employee, and start a restaurant!
Reserve Requirements
To prevent banks from loaning out the same dollar infinitely, there are rules called “Reserve Requirements”. For every $100 loaned out, the bank must keep $10 on “Reserve”, meaning not re-use it on other loans. This reserve requirement can be held in the bank vaults as cash, or on deposit with the Federal Reserve Bank.
So if there is a reserve requirement, how is money created in the first place?
Relationship With The Government
When the government needs to spend money, it gets its revenue through taxes and by selling Treasury Bonds, which is effectively borrowing money from investors and banks, as well as the Federal Reserve Bank. The revenue it receives from sales of bonds to the Federal Reserve Bank is then injected in to all the other banks as the government spends money, which is what creates the initial cash “seed” that all other lending is based on – the economy buys debt from the federal government, which uses the cash to feed back in to the economy.
Currency Backing
Historically, currency has been “backed”, or readily converted in to, some material good.
Even though money is created by debt, we can say that it is “backed” by the value of all the goods and services that we use that debt to produce. Without Peggy’s loan (and other loans like it), Carlos could not buy the software, and Alice would not have been able to hire Bob to write it.
The Gold Standard
Ancient History
In ancient history, the question “how is money created” was easy to answer – they dug it up!
The primary form of currency for thousands of years was gold and silver – these metals were mined, then minted into coins. If a government wanted to “print” more money, they would melt down existing coins, then mix the gold and silver with cheaper metals (like iron and copper), then mint new coins (and hope people didn’t notice the difference).
Paper money came into existence first by banks similar to what today we would call “certificates of deposit”, or CDs. As proof that you deposited some amount of money at a bank, the bank would give you a piece of paper engraved with the bank’s information and the amount you deposited. You could then come back at a later date and request that amount in coin, or give another person authorization to withdraw some of your deposit for you (similar to a “check” today).
As more and more customers came to each bank, they standardized the certificates in set amounts, and issued people what looked like today’s money. However, since each bank was issuing their own notes, you would need to go to each bank individually to request the coins, then take them back to your own bank.
The United States
Before we started using debt as money, all money in the United States was “backed” by gold and silver – each dollar represented a specific amount of gold, and banks needed to move gold reserves between them each time someone wrote a check. This process was very expensive and time-consuming, and also meant that the total amount of money in circulation was directly proportional to how much gold was mined.
There were also reserve requirements under the Gold Standard, the reserve was simply an amount of physical gold that a bank needed to be holding at all times. This meant that when people and companies wrote each other checks, banks had to physically ship gold out to other banks every day (this was often done by rail, which is why rail robberies used to be common).
This meant that if there was an economic expansion, but gold could not be mined quickly enough, there could sometimes be not enough money to go around, causing the expansion to slow. This also meant that the government is not able to start spending money during recessions as “relief”. The Gold Standard was ended in the United States in 1976.
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Definition of Wealth
“Wealth” means having an abundance of something desirable. This can be tangible, like money and property, or intangible.
Intangible Wealth
Just because something does not have a monetary value does not mean it is worthless. Having strong connections with friends and family is often considered a major component of wealth – since these things cannot be bought or sold, they are “intangible”. Companies also have intangible wealth. For example, if the public opinion is generally positive, this is an asset the company has even though it might not be possible to assign a specific dollar value to that goodwill.
Tangible Wealth
If you can buy and sell something, then it has a tangible (meaning “can be obtained”) value. Tangible Wealth includes things like cash, bank deposits, property, stocks, bonds, and more.
Monetary VS Non-Monetary Assets

When you are building wealth, you want to start building up your assets, both monetary and non-monetary. Your “Monetary” assets are the ones that will be part of your spending plan – how much cash you have in the bank, how much income you are going to get next month, and how much money you currently have in your emergency fund. Since we can spend these funds on a very short notice, they are also called “Liquid Assets”. Stocks and bonds, which are less liquid, are also considered “monetary assets” because you will almost always know their exact value in dollars.
Your “Non-Monetary Assets” are less liquid – you usually cannot spend them directly, and it takes some significant time to do so. This includes things like property, furniture, machines, and vehicles. All of these items are useful and definitely have some value, but until you actually need to sell them you might not know exactly how much cash you can convert them in to.
Both of these contribute to your total wealth. For most people, their “non-monetary” assets will be the biggest chunk of their total wealth, usually counted as their car, house, property, and stuff they own.
Building Wealth
The idea of “Building Wealth”  is referring to tangible assets. This means building up reserves of cash, bank account balances, and investments like stocks and bonds. Building up assets is a lifetime goal, usually accumulating bit-by-bit with sound personal finance strategies. By using techniques and tools like Budgeting, using a Spending Plan, and Investing, people can “put their money to work” and start earning more than just their base salary.
Financial Goals
Setting, and keeping, financial goals is one of the keys to building wealth. For example, a starting goal to kick-start your investments would be to find a way to save up $300 to use to buy your first stocks. To do this, you can take a look at your spending plan, and identify places where you can trim off a few dollars each month from your variable (and sometimes fixed) spending, and see how quickly you can reach your goal.
By having these goals, it gives an extra incentive to keep control of your spending, which is a major key to maximizing your savings and building up assets.
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When talking about Banking, people generally group Banks, Credit Unions, and Savings & Loan companies all in one group. They do provide similar services, but they each have specific differences that might make them a better or worse fit for your financial needs.
What They Have In Common
All three of these institutions can do all the things you would normally associate with a “bank” – opening checking and savings accounts, making commercial loans, and issuing residential mortgages.
Savings and Checking Accounts
When you deposit cash at a bank, credit union, or savings and loan, you will put it into a checking (also called “Current”) account or a savings account.
Savings Account
Savings accounts are usually the first type of bank account you might open as a child. This is an account where you can make deposits of cash, and earn interest. How much interest you earn can vary a lot based on how much you have saved, how often you withdraw, the overall market interest rates, and even just by institution.
Savings accounts pay interest because banks use the money you have saved to make loans to other people and businesses. This is also the reason that you might get a better savings rate if you keep the balance in your account higher – if the bank knows that your deposit isn’t going to suddenly be withdrawn, they are more secure in lending it out and so encourage you to keep it saved. If you tend to withdraw a lot of your money from a savings account frequently, the bank has a harder time maintaining that cash balance necessary to make loans, so they are not going to give as high a rate. Credit Unions generally specialize in savings accounts.
Checking Accounts
Checking accounts are where you store your “day to day” money, meaning you will have a lot of frequent deposits and withdraws. Your checking account is the account that gets drawn down when you write checks, use a debit card, and usually where you pull money from when you use an ATM.
Since banks have a lot more management necessary for a checking account (processing check payments, keeping many detailed transaction records, ect), there are usually fees associated with owning a checking account, and it does not usually pay interest. Some institutions might cancel your fees if you keep a minimum balance in your checking account (just like they give higher interest rates if you keep a minimum balance in your savings account), but this can vary widely by institution.
Making Commercial Loans
A “Commercial Loan” is a loan made to a business, usually to “start up” or to expand their operations. Banks, Savings and Loans, and Credit Unions differ a lot on how much of their business comes from commercial loans, but for small businesses looking to secure start-up loans, each institution might be a good choice.
[rich]Just because banks specialize on commercial loans does not mean they offer the best rates for you! If you want to start a business, always explore all your alternatives and shop around for the best interest rates![/rich] Commercial loans have a lot of different types, from a commercial mortgage (to buy new land or build a new building) to just the costs of renting and renovating a storefront and getting open for business. The duration of these loans can be anywhere from 18 months (small, short-term start-up loans) to 25 years (larger commercial mortgages). Unlike a normal mortgage, it is rare for a business to pay off their entire loan. When a business pays off a certain percentage of its loans and has continued to grow, they will usually use the equity they have built up to make more loans to finance their continued growth. This does not apply to some small businesses without a large expansion strategy, but does apply to medium and large-sized businesses. Banks generally specialize in commercial loans.
Residential Mortgages
A residential mortgage is a loan that a person or couple takes from a bank, credit union, or savings and loan institution to buy a house. A residential mortgage is usually for a very large amount (usually over $100,000 and often more than $1 million), and is usually paid over 25-30 years. Residential mortgages are for very large amounts of money and take a very long time to pay off. This means that the institution you borrow from for your mortgage needs to have a lot of deposits available to make sure they have enough cash to make these loans. Savings and Loan institutions generally specialize in Residential Mortgages.
What is the difference between Banks, Credit Unions, and Savings and Loans?
Despite offering some similar services, there can be huge differences between these three types of financial institutions.
Banks

Commercial bank branch. Photo by Mike Mozart

Banks are for-profit corporations with a charter issued at the local, state, or national level. They issue stock which is owned by investors, and those investors elect a board of directors who oversee the bank’s operations. Banks generally specialize in commercial loans – making loans to businesses to help them get started or expand.
Local banks are becoming less common, while national banks are becoming a lot more common. Over the last two decades, many local banks have been bought or merged with State banks, who in turn were bought or merged with National Banks. This has some advantages – by using a national bank, you will have access to a bank branch, ATMs, and in-person account services in a lot more locations than smaller institutions. Larger banks generally offer a lot more account management services and account types than other institutions. For example, a national bank might offer some types of checking accounts that offer points and rewards for certain types of purchases (like gas and groceries).
Because they are much larger, banks also generally have better online banking services, with more account management services. This includes things like transferring between your checking and savings accounts, viewing the checks you have previously written, checking balances with mobile apps, opening and closing credit cards, and managing automatic payments and deposits. Banks will also generally offer a lot more choice for residential loans as well.
There are some significant drawbacks as well. Banks generally have higher fees than other institutions for its services, with lower interest rates for savings (although this is not always the case). It is fairly rare to find truly “free” checking accounts at banks. The large amount of choice you have for your savings and checking accounts can be a drawback as well – if your life circumstances change from what they were when you first opened your account, you might end up with more fees and less benefits than with a different account type, but very few people consider changing very often.
Credit Unions

Example of a credit union. Photo by Mike Mozart

Credit Unions are the financial opposite of banks – they are non-profit, almost exclusively local, and are owned by the people who make deposits. Every member who makes a deposit at a credit union is a part-owner, and can vote on issues relating to the union. They can also get elected to be the managers of the savings and loan.
Credit unions specialize in savings accounts and making short-term loans. Since they are non-profit, all the profits made by these loans are given back to the credit union’s depositors as dividends. Many depositors also prefer credit unions because of the more “Personal Banking”. This is because credit unions are almost exclusively local, and the credit union relies on the deposits to stay in business, and so they often have a reputation for excellent customer service. Since they are smaller with less management costs, Credit Unions will often have better savings account rates than a bank, and you are more likely to find free checking accounts.
[rich]Just because credit unions do not specialize in commercial loans and residential mortgages does not mean they don’t make them! They might not have as many options available as a bank, but you might find a better interest rate![/rich]Credit Unions also have their own drawbacks. They do not focus on commercial loans, and so if you want to start or expand a business, you might have to look elsewhere. They also prefer short-term loans, so you might also not be able to get many options for a residential mortgage. They are also much smaller than banks, which means you might not have access to as much of the online account management features, like bill payment and opening new accounts. If you travel a lot or move, the local credit union will also not be able to provide much service if you are outside their immediate area.
Savings and Loans

Example of a Savings and Loan. Photo by the Boston Public Library

Savings and Loan institutions focus strongly on residential mortgages. In fact, by law they need to invest 65% of their assets in residential mortgages, and only up to 20% in commercial loans. They can also be local or national (like a bank).
Savings and Loans can be organized like a bank (owned by investor shareholders) or a credit union (owned by the depositors), but is always for-profit. Specializing in residential mortgages means that you might find the most flexibility for your mortgage at a Savings and Loan, and their smaller focus means that you will often see better terms for mortgages here than elsewhere (but not always!).
Savings and Loans do suffer from some of the same problems as credit unions. Their emphasis on slow-maturing mortgages means they are often lagging behind banks with account management and online services.
Pop Quiz
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 Personal Finance
 Spending Plan
  Written by Kevin Smith 


Definition of Spending Plan
A “Spending Plan” is exactly as it says – a plan of what you will be spending each month. There are usually two parts – your “fixed” spending and your “variable” spending. The fixed part is usually the same every month, with things like rent/mortgage payments, grocery bills, insurance, and car payments. The variable part changes a lot from month to month, and can include things like Christmas shopping, buying new furniture, and paying for repairs.
You can then balance what you need to spend for the month with your take-home pay, and use whatever is left over to allocate as you wish – going out to the movies, adding to your investments, or keeping in your savings account.
How is a Spending Plan different from a Budget?
Spending Plans and Budgets are similar in a lot of ways – you’re making a list of your expenses in order to allocate your income. The biggest difference is that when you make a budget, you are allocating how you are going to spend just about every dollar you earn – take a look at our Home Budget Calculator and see how many settings you need to make!


Pictured: the burrito that broke your budget

A budget also gives you allowances that you cannot go over. For example, you might have a $150 food budget for yourself while you are in college each month, assuming that you will be buying groceries and cooking nearly every meal yourself. If you end up going out with friends a few times more than expected for burritos, you might go ‘over budget’, and you know that you will have to take that money from somewhere else in the budget to make it work.
A Spending Plan, on the other hand, is much more simple. You make your list of fixed, hard expenses that do not change from month to month, and then each month you add your other essential expenses. This means you are left with your ‘discretionary income’, or the money you can spend on whatever you like. If you want to use your discretionary income on a few extra trips for burritos, go right ahead! This only means you have less to spend on other discretionary expenses, not that you went ‘over budget’ and need to start from scratch.
Spending Plan Terms
Fixed And Variable Spending
When you are separating your spending between “fixed” and “variable”, your rule-of-thumb should be that if you need to change an item month-to-month, it should be part of your variable spending, whereas if it is something you don’t have the ability to change easily, it should be part of your “fixed” spending.
This also means that when you want to start controlling your spending habits to increase your savings and build wealth, any spending you can reduce from your “fixed” expenses will have a bigger, long-term impact. For example, if you decide to move into a new apartment, a $50 difference in rent will not make a huge difference in your per-month spending, but it adds up to over $600 per year. In contrast, if you skip out on a variable expense, like a dentist appointment, you might get a one-time savings, but it will make a big impact on your long-term strategy to build up your savings, investments, and wealth.
Income
When you are building your spending plan, it is essential you specify how much you are earning each month as your take-home pay (how much you actually deposit in the bank), not your salary, or pre-tax income. This way you can build an honest, realistic plan based on what money you actually have at your disposal.
Savings and Investments
Your savings and investments are also extremely important in a spending plan, but where they fit in will change over time. For the first few months of using a spending plan, your savings and investment will be what is ‘left over’ from all your other discretionary expenses.
Once you have a few months of experience to know how your spending usually falls, you can take your average savings and move it into your ‘variable spending’. You will then need to decide how to split this between a cash savings account and other investments, but you will be able to make regular monthly deposits in both. You know that some months you will be able to save more than others (around November and December you might need to spend more on gifts, for example), so you can adjust your savings and investments accordingly.
Once you are more established with your spending habits, you can move part of this expense into your “fixed” spending – this is to remind yourself that no matter what, you know you can afford to put a certain amount of money aside every month to prepare for emergencies, retirement, or investing for the future. You can still keep a smaller amount in your variable spending – often people will separate their retirement savings as a ‘fixed’ expense, with their other savings and investments as ‘variable’. More importantly, make sure to remember to put anything you have left over from your discretionary spending every month directly back into your savings!
Saving Versus Investing
Saving and investing are similar, but they are not the same. Saving can be almost any form of stored value – a savings account, government bonds, even cash hidden under your mattress. Investing, on the other hand, involves some risk. You can buy stocks that lose value, for example, while money saved in a savings account will retain its value.
Saving in your retirement account can be both. Low-risk stocks that pay dividends can stand aside government bonds and other low-risk assets as part of your savings. Investing is generally considered to be part of saving for most people, but as your investments gain more risk, you should consider them less of a part of your savings plan.
Pay Yourself First – A Saving Strategy
The idea behind “Pay Yourself First” means that you should think about your savings and investments as a necessary expense. By adding in your savings and investments to your Fixed expenses, you are reminding yourself that it is not an optional part of your personal finance strategy. This is usually accomplished by automatically depositing fixed amounts every month from your bank account into your savings or retirement account with a direct deposit. Another way to think about it is that before you pay your bills, before you buy your groceries, even before you pay your rent, you have already made your minimum deposit into your savings accounts as a completely non-negotiable expense. You can add more later as part of your variable spending and discretionary spending, but you know you are always starting with a baseline to grow from.
This is one of the core pieces of your savings plan. Every time you consider a new expense, you should be able to automatically visualize how it will impact your ability to save before it impacts your ability to spend more discretionary income.
Charity and Donations
Giving to charity is also an important part of your spending plan, but how much you can give (and where you give it) can vary wildly between two otherwise identical people. You should consider giving to charity in the same category as investments. This means that you might not be able to make it as part of your fixed spending every month (at least not at first), but it is important to identify charitable organizations you want to support and keep them as part of your overall spending strategy.
Sample Spending Plan
	Fixed Spending		Variable Spending	
	Rent *	$800	Dentist	$200
	Car Payment **	$135	Mother’s Day	$60
	Groceries	$150	Investments	$100
	Health Insurance ***	$260	Charity	$100
	Renter’s Insurance	$15		
	Car Insurance	$30		
	Cell Phone	$60		
	Utilities	$60		
	Gas	$100		
	Savings ****	$200		
	Total Fixed	$1,810	Total Variable	$460
				
	Total Income	$2,500		
	Total Spending	$2,270		
	Discretionary Income	$230		

*Assumes $1,600 monthly rent split between two people. Utilities are also halved
** Car payment assumes a $7,800 used car purchased at a 7% interest rate with a 48 month term loan.
*** Health insurance is based on a 23 year old in 2014 in the United States at the national average. See HealthPocket.com for reference.
**** A $200 monthly savings for a 23 year old is enough to save a million dollars by age 69, earning an 8% annual rate of return.
Click Here to download this sample as a spreadsheet and update with your own spending habits

Outside Factors That Influence Your Spending Plan
There are a lot of factors that can cause your spending plan to change. Some things can be huge, but some might be so minor that you might not even notice.
Marketing
Marketing is what influences you to buy what products. The commercials you see on TV, the advertisements you see on the internet, and even product packaging are all working to sway you between buying or not buying, and which brand (and what price) you pay. This is not a bad thing – you might not be aware you wanted something until it was marketed to you, but you should always be aware when you are spending exactly what marketing is at work to make sure you are making an informed decision.
Life Changes
What you will notice is how your life changes can impact your spending plan. When you are dating, you will need to allocate more spending towards going on dates, buying gifts, and making sure you are always dressed to impress. If you have children, it will probably be the biggest factor in your spending plan for the next 10 years!
This is one reason to always take time to regularly re-visit your spending plan and make adjustments. As your life circumstances change and evolve, always take a close look at your fixed spending, and see which parts of your variable spending plan is growing or shrinking according to your previous estimates.
Sticking To Your Spending Plan
One reason that spending plans have started to become more popular than full budgets is that they are easier to stick to, and easier to adjust as needed. In our example before, our “burrito spending” would have needed to be added to our budget and carefully planned out, whereas we can just count it as part of our discretionary spending.
Using Automatic Payments
These days you can likely set up all of your fixed spending as automatic payments from your checking account – including your core savings. For the “Budget Challenged”, this can be a major improvement, but it also has a major downside.
When all your bills are being paid with automatic payments, you still need to make sure you have your spending plan in place so you know how much money is going where, and when. For example, a person without a spending plan might not remember which payments for a month have been made and which are still coming up. This means when they just check their bank balance and see $1,000, it is not possible to know how much of that is available to start spending and how much they need to save because their rent payment will be processed next week.

Spending Plans and Wealth
If you want to start building real wealth, your spending plan is the first thing you need, and part of your core strategy at every step. You will need to keep referring back to your spending plan as you plan out your financial future, and the careful balance you make between your spending and savings is the key to building up wealth over time.
Spending and Non-Spending Alternatives
There are many ways you can convert time and money, and how you balance these will have a serious impact on your income and spending. Always keep in mind that most spending decisions you make will impact this balance – how much you value your time plays a huge role in how your spending plan is shaped.
Imagine you want to eat spaghetti with tomato sauce. There are many choices you can make to get that delicious pasta and sauce which will tip the balance in one way or the other between lowering the time it takes and lowering the spending it needs.

Pictured: Spaghetti

	Do you just go to a restaurant and order it? This is the quickest, but most expensive.	Total time cost – 10 minutes to get to the restaurant
	Total spending – $10
	Added bonus – Professionally-prepared food is tasty!


	You can also buy it as a frozen dinner. This is less expensive than a restaurant, but takes more time.	Total time cost – 10 minutes to get to the corner shop, another 5 minutes to heat the food and clean your dishes after (15 minutes total)
	Total spending – $7


	How about buying dried pasta and a jar of sauce?	Total time cost – 10 minutes to the store, 15 to cook, 10 more to clean up (35 minutes total)
	Total spending – $4 on sauce, $2 on pasta ($6 total)
	Added bonus – You probably get 3 meals out of this, so your per-meal cost is $2, and you can make 2 more meals later for only 5 minutes each (but that doesn’t help you now)


	What if you make your own sauce?	Total time cost – 10 minutes to the store, 3 hours to simmer a delicious sauce, 10 more to clean up (3 hours and 20 minutes)
	Total spending – $2 on tomatoes (you already have some spices at home), $2 on pasta ($4 total)
	Added bonus – You probably get 4 meals out of this (since you get a lot more sauce when you make it than from a jar), so your per-meal cost is $1, and you can make 3 more meals later for only 5 minutes each (but that doesn’t help you now)
	Added bonus – Home-made food can be tastier than restaurants!



Each of these alternatives has a different balance of time, spending, and extra bonuses. These same balances apply to many spending choices too. Do you want to wash all of your dishes by hand, or buy a dishwasher? Would you rather repair your shoes with epoxy or buy new ones if the sole starts to break? Do you want to buy wood and build a bookshelf, or buy one from a furniture store? Each decision has a different factor of spending, time, and added bonuses to consider.
Pop Quiz
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 Balance Sheet
  Written by Kevin Smith 


What is a Balance Sheet?
The Balance Sheet (or Statement of Financial Position) is one of the four financial statements required by the SEC based on the U.S. GAAP (Generally Accepted Accounting Principles). According to the SEC, the Statement of Financial Position presents “detailed information about a company’s assets, liabilities and shareholders’ equity.” In other words, this statement is a financial snapshot of the firm on a specific date.
Why is the Balance Sheet important?
Understanding the Balance Sheet is very useful in understanding a firm’s financials. The Balance Sheet is important because it resumes what the firm owns and what is owes. More specifically, it presents the firm’s assets, liabilities and the shareholders’ equity. Many types of ratios can also be measured from the balance sheet. Let’s take the debt-to-equity(D/E) ratio as an example. The breakdown of the Debt-to-Equity is the Total Liabilities divided by the Shareholders’ Equity, where both values can be found in the balance sheet. This ratio is very important because it measures how much debt the firm has with respect to the amount provided by the shareholders. Thus, for management, investors and creditors, it will be essential to review the CF statement to ensure that the business is financially stable.
Who is interested in the Balance Sheet?
There are many players who are interested in the Balance sheet:
	Investors	Current and future investors will review the Balance Sheet to view the company’s financial position and use it to evaluate its solvency, liquidity and capital structure using financial ratios.


	Lenders/Creditors	Lenders and creditors will investigate the Balance Sheet to define the firm’s liquidity to conclude if it is able to meet their payment requirements and obligations, should the firm seek more funding.


	Management	Managers can keep track of the company’s financial standpoint over time and be able to make strategic decisions for growth and prevent bankruptcy.



What does a Balance Sheet look like? What are the components?

In a balance sheet, there are three main components with sub-components. Whether you are building a balance sheet or working on an accounting exercise, the golden rule of a balance sheet is that at the end, the following equation must equate: Assets = Liabilities + Shareholders’ Equity. It is also important to note that the balance sheet is listed by liquidity per category. We will briefly review all three main components of this statement:
	Assets are what the company owns and uses for its operations. It includes tangible and intangible assets. The assets of a company can be divided in two sub-categories:	Current Assets are assets that can be converted into cash within a period of one year or less. These assets are very liquid and can help investors define how much of liquid assets the company owns.
	Non-Current Assets are assets that cannot be converted within a period of one year. This category includes fixed assets such as properties, plants and equipment used for production.


	Liabilities are what the company owes and need to pay to complete their obligations. The liabilities of a company can be divided in two sub-categories:	Current Liabilities are obligations that needs to be fulfilled within a year. As an example, the salaries payable account contains all the salaries that needs to be paid to employees of the firm.
	Non-Current Liabilities are obligations that needs to be fulfilled after one year. For example, a long-term Bank loan is a financial obligation where the issuer will be paid back at a time that is higher than one year.


	Shareholders’ Equity is what the company’s investors contributed to the company. It also includes earnings and dividends issued to shareholders.

Where can I find the Balance Sheet for a specific company?
You can find the balance sheets of every publicly traded company in the United States using the Quotes tool.
Just open the quotes page, and search for the symbol you want to find (for example, AAPL). Next, click “Financials” on the menu just above the search bar:

The balance sheet will load below (you can also use this page to find the income statements). You can compare the most recent balance sheet with several of the previous years to get a sense of what direction the company has been heading.
A company’s balance sheet provides investors the ability to compare the current balance sheet to previous editions. They can see when a company is improving current assets relative to those reported a year ago.
 Often companies display this period’s balance sheet line items along site prior year’s balance sheets. The income statement is the first piece of information many investors look at when they are thinking about investing in a company.
Pop Quiz!
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Definition:
The Income Statement is one of the financial statements that all publicly traded companies share with their investors. The income statement shows the company’s sales, expenses, and net profit (or loss) over a period of time–usually 3 months, year-to-date, and twelve months. The income statement also comes with a lot of notes and discussions from the company’s management so that investors can have a clear understanding of the company’s performance. The other two components to the financial statements are the Balance Sheet and the Statement of Cash Flows.

Explanation
Income statement (also referred to as profit and loss statement (P&L), revenue statement, statement of financial performance, earnings statement, operating statement or statement of operations) is a company’s financial statement that show whether or not the company is making a profit. The income statement shows, for a stated period of time, the total amount of revenue from the sale of products or services, the total expenses involved in running the business, and finally the net profit or loss. The income statement serves 2 main purposes: it shows managers how their part of the business is performing and whether they are keeping to a budget, and it shows investors the overall performance of the company. The important thing to remember about an income statement is that it represents a period of time. This contrasts with the balance sheet, which represents a single moment in time.
The portion of the income statement that deals with operating items is interesting to investors and analysts alike because this section discloses information about revenues and expenses that are a direct result of the regular business operations. For example, if a business creates sports equipment, then the operating items section would talk about the revenues and expenses involved with the production of sports equipment. The term “bottom line” refers to the net income of the company because when you look at an income statement, the bottom line is usually net income.
The non-operating items section discloses revenue and expense information about activities that are not tied directly to a company’s regular operations. For example, if the sport equipment company sold a factory and some old plant equipment, then this information would be in the non-operating items section.
Steps in Understandings the Income Statement Sheet
In order to best understand how to read and understand an Income Statement Sheet, it’s important to understand the order of which information is displayed.
	Date: At the top of the Income Statement is the date that the statement was created and reflects all data up to that point. The Income Statement will read “For the period ending xxx”
	Net Sales: represents the total amount of income received from customers paying for the company’s goods and services.
	Cost of Sales (also known as Cost of Goods Sold): is the amount of money the company has spent in the production of its goods. Raw materials, labor, manufacturing overhead are included in this figure.
	Gross Profit or Margin: represents the profit a company has earned only after taking into account the Cost of Sales (#3)
	Operating Expenses: This figure represents the amount spent on operational expenses, and is normally broken down in to two figures: (i) Research and development (ii) Selling, general and administrative.
	Operating Income: This figure represents earnings from normal operations without taking in to consideration taxes and special one time occurring items (e.g.: settlement of a court case.)
	Interest Expense: This figure reflects the cost of borrowing money.
	Pre-tax Income: This figure represents total earnings not including taxes. This may also be labeled Income before provisions for income taxes.
	Income Taxes: The income tax amount is an estimate as taxes are normally paid once a year, while Income Statements are released four times a year. This figure best represents what taxes the company expects to pay and may also appear on an income statement as Provision for income taxes.
	Special or Extraordinary Expenses: This figure represents “special” expenses, which do not normally occur on a continued basis. For example, the purchase of a new warehouse is not a regular occurrence.
	Net Income: This figure represents the residual income after adding total revenues and subtracting this figure with all expenses.

Example of Income Statement

When you get a quote, you can also view the company’s financial statement. Below is Apple’s Income Statement as of September 2015 (NOTE: In the upper right corner it says all numbers are in MILLIONS):

Note how the Income Statement flows in the same order as listed above.
Since Apple has no debt Interest Expense, (#7) is not included.
Apple had no Extraordinary Expenses (#10) so this is also not included.
Finding A Company’s Balance Sheet
You can find the balance sheet of every company trading on a major US, Canadian, or even many international exchanges.
First, go to the quotes page.
From here, look up any company’s ticker symbol that you are interested in, and click the tab for “Financials”:

From here, you can use the drop-down menu to switch between their most recent income statement, cash flow summary, or balance sheet.

Conclusion
Investors pay close attention to an Income Statement because it is an accurate snapshot of a company’s performance over a specific time period.
Lenders also evaluate the suitability of a loan based on the Income Statement.
The Income Statement is a direct result of all financial information incurred during the time period and is transformed into easy to understand figures.
Comparing Income Statements to those in the past periods is a great indication of the direction a company is heading in.
Investors pay close attention to the “bottom line” Net Income and expect this figure to increase on a consistent basis over time. The “bottom line” figure is often the first set of data an investor looks at before determining its suitability for investment.
An increasing Net Income over time can be indicative that the company is heading in the right direction, while a decreasing Net Income can reveal the opposite.
For more financial statements, read our article on balance sheets
Pop Quiz!
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 Job Search Tips
 Certifications in the Finance Industry
  Written by Marcin Pasternak 


Have you ever thought about a career in the finance industry?  Have you wondered what is required to be considered a professional in the stock trading world?  Well I have good news:  you’ve come to the right place!  We’ll cover educational requirements and the basics of Series 6, Series 7, and several professional designations in the industry.  So buckle in and let’s get started!
Buying and Selling Securities – The FINRA Series Exams
The Series 6 and Series 7 exams are administered by Financial Industry Regulatory Authority (FINRA).
Series 6 Exam
The Series 6 exam (Investment Company and Variable Contracts Products Representative Exam) consists of 100 multiple choice questions, takes 2 hours and 15 minutes to complete, and costs $100.  The passing score is 70%.  A candidate who passes this exam is able to solicit, buy, and/or sell mutual funds and variable annuities.
Series 7 Exam
The Series 7 exam (General Securities Representative Exam) consists of 250 multiple choice questions, takes six hours to complete, and costs $305.  Passing score is 72%.  A candidate who passes this exam is able to solicit, buy, and/or sell all securities products, which include products such as common/preferred stock, options, and bonds.  There are no prerequisites for either the Series 6 or Series 7 exams, but you do need to be sponsored by your employer to take them.
The main difference between the exams is increased difficulty and study time for the Series 7, but it allows you to sell a larger choice of investment products.  Recommended study time for the Series 7 is about 2 months, and a little less for Series 6.  If you want to show your potential employer that you are serious about getting the Series 7 as soon as you start, you can take a Series 7 Training Course to get pre-certified.
Other Series Exams
Series 7 is a prerequisite for most other examinations that FINRA offers, such as Series 4 (Registered Options Principal Exam) and Series 24 (General Securities Principal Exam).  The Series 4 is a great registration for anyone that enjoys trading options, and the Series 24 is beneficial for anyone wanting to get into a supervisory or management role in a financial organization.
The CFA Institute Charters
As in all professions such as doctor or lawyer, certain professional designations help grow your career. The most prestigious designations you can hold in the world of finance today are issued by the CFA Institute.
Certified Financial Analyst
The CFA designation is currently the gold-standard of professional designations in the finance world – having this on your resume will open a lot of doors.  This program is offered through CFA Institute.  It consists of three levels, and once a candidate completes the program and meets all professional requirements they are awarded the “CFA charter” and become a “CFA charter-holder”.  Currently, there are about 132,000 charter-holders around the world.  The requirements of a charter-holder include four years of qualified work experience and holding a university degree.  Candidates take one exam per year for three years (if passing each level).  Costs vary depending on registration time, but range from $710-$955 for each level.  Passing rates vary as well, averaging 40% for Level 1, 44% for Level 2, and 58% for Level 3.  The recommended study time can be pretty intensive, with most candidates reporting 4-6 months of study time per level.  The low passing rates add to the prestige of acquiring this designation.  This is the designation to have for anyone interested in equity research or portfolio management.  The topics covered in the three levels of the program include Ethics, Quantitative Methods, Economics, Corporate Finance, Financial Reporting and Analysis, Security Analysis, and Portfolio Management.
You can find more about the CFA Program by Clicking Here.
Certificate in Investment Performance Measurement
The CFA Institute also offers enrollment in the Certificate in Investment Performance Measurement (CIPM) Program.  This focuses on advanced, globally relevant, and practice based investment performance and risk evaluation skills.  The exam is offered twice a year, consists of 100 multiple choice questions, and takes 3 hours to complete.  First time early registration will set you back $575.  This exam has no prerequisites, usually takes one year to complete, and is perfect for portfolio managers, financial advisors, and investment professionals in general.
You can find out more about the CIPM Program by Clicking Here.
The Institute of Business & Finance Certifications
Besides the CFA Institute, the next most important set of professional designations is offered by the Institute of Business & Finance, or IBF. These certifications focus more on mutual funds, annuities, and bonds.
Certified Fund Specialist
If mutual funds peak your interest, the Certified Fund Specialist might be the certification for you.  It is the oldest designation in the mutual fund industry, and is provided by the Institute of Business & Finance.  It consists of a 60 hour self-study program.  To learn more about this certification, Click Here.
Other IBF Certifications
The IBF offers several other designations that include Certified Annuity Specialist (CAS), Certified Income Specialist (CIS), Certified Tax Specialist (CTS), Board Certified in Estate Planning (CES), and a Master’s of Science in Financial Services (MSFS).  There are over 13,000 IBF designation holders across the globe.
Certifications for Retirement Planning
If you enjoy working with senior citizens, a Certified Senior Advisor certification will allow you to build effective relationships with seniors and help them plan their retirement.  This designation is offered through the Society of Certified Senior Advisors.  The Institute of Business & Finance also offers a Certified Senior Consultant (CSC) program consisting of a 30 hour self-study program.  This program concentrates on issues facing the aging population including Social Security, Medicare, housing and retirement.
Certified Financial Planner
A Certified Financial Planner is administered by the Certified Financial Planner Board of Standards Inc. and covers over 100 topics.  The CFP designation is kind of like an umbrella – a Certified Financial Planner is someone who can help an individual plan all aspects of their financial life, from how to allocate their income between saving, spending, investing, and retirement, all the way through managing fixed-income portfolios for retirees, and even helping with income tax planning.
The exam takes place over two days (10 hours total) and consists of 180 questions, although recently it has been reduced to 170 questions and 6 hour testing period thanks to converting from paper based to computer based test taking.  The cost is $595 and passing rate averages in the low 60%.  A bachelor’s degree is required to hold the certification along with 3 years of full time work experience or a 2 year apprenticeship.  The major topics covered include general principles of finance and financial planning, insurance planning, employee benefits planning, investment and securities planning, state and federal income tax planning, asset protection planning, retirement planning, estate planning, and financial consulting.  This certification is perfect for anyone looking to become an expert in the financial planning field. You do need a bachelor’s degree to obtain the CFP Certification.
Other Professional Designations
This is not an all-inclusive list, as the list of available designation for financial services professionals is numbered over 208 (and growing).  Some of the other designations include Chartered Alternative Investment Analyst, Chartered Market Technician, and Certified Public Accountant, the latter being the most prestigious in the accounting world, but going a long way in the financial world as well.  It can be overwhelming choosing one or two designations to pursue, and it can be expensive and time consuming as well.
If you are trying to plan your career in Finance, the two most popular currently are Series 7 and Chartered Financial Analyst, which will open a lot of doors if you can feature on your resume.  If you have a specific interest such as mutual funds, options, or supervisor, there are designations that are perfect for those career paths as well.  I hope this basic introduction to available certifications in the finance industry was useful and best of luck in your career!
Pop Quiz
[mlw_quizmaster quiz=19]

 
 Getting Started
 How To Pick Stocks
  Written by Bavan Arumugam 


Picking Stocks – The Basics
The most challenging aspect of starting to invest is picking the first few stocks to add to a portfolio. Every investor has their own techniques and strategies, but we want to give you the tools you need to place your first trades, and get your portfolio off to a running start.
Establish Goals
Before choosing your first stock, the first step is deciding what your goals are for your portfolio.
Risk and Reward
The biggest choice you will make will be balancing risk and reward – investing all your cash in very risky assets with high growth (or loss) potential, or focus on companies that you believe can be strong in the long run.
In order to reduce some risk in picking stocks, you might want to try using a professional. This Motley Fool Review will explain how they pick and analyse the best stocks to buy.
Diversification
Once you consider how risky you are feeling, next decide how you want to diversify your portfolio, which will help you decide how much cash to invest in each symbol. Your challenge may do this automatically – most challenges include a “position limit”, meaning you can only invest a certain percentage of your cash in any single stock. You can check if your contest has a Position Limit rule on the Account Balances page.
Once you establish the minimum number of securities you need, you can now start handpicking stock symbols by using a trading strategy. You can also create a mix of these strategies to get the best of each strategy.
Trading Strategies for Beginners
Your goal with your Trading Strategy is to get a list of stocks or ETFs that you might want to invest in. The purpose is just to get a “wish list” of stocks – at the end of the day, you will probably add half (or fewer) of your initial picks to your permanent portfolio. Once we get that initial list of possibilities, we will take a look at how to narrow the list down.
“Invest in what you know” strategy
The best way to start when buying stocks is to buy what you know, not trying to follow stock tips or read a bunch of technical analysis that you cannot follow. Think of it this way: if you already know a company, they have done well enough in the past to already become a household name today. This gives you, as the investor, a big advantage; you can see how that company is doing just by looking at their stores and reading normal business news.
Ask yourself the following questions:
	Have they started to open new stores around me lately, or are they closing some shops?
	Does there seem to always be a lot of people you know using their products, or are they still more obscure?
	Does their current news look positive or negative?

If all three of these are positive, then this might be a good place to invest.
Earnings Strategy
An investor can always handpick stocks based on the earnings calendar. To do so, you would have to know your investment time horizons, and flip through the earnings calendar to find gems (i.e. stocks that you can buy and that will soar during its earning season, or stocks that will tank and that can be shorted beforehand).
The Earning Strategy is somewhat of an evolution of the “Invest in what you know” strategy – you will be looking for companies that you believe will have high earnings announcements coming up soon, which can cause their stock price to rise.
Once you have found your stocks, it is very important to analyze them and back-up your assumption of how the market will react to their earnings report.
An example of a well executed trade based on the earnings’ expectations would be Nvidia (NVDA). Before the presentation, NVDA was trading around 102 and soared continuously every since to 149.44 on the 7th of June 2017!

The Passive strategy
If you are not sure which specific stock to select, you can always invest in ETFs and market indices. These products are already diversified for you and will track a specific market for you.
As an example, let’s say you want to invest in a gaming company, but don’t know which company in specific. You can always invest in an ETF that will track the gaming market for you. In this situation, you can invest in the PureFunds Video Game Tech ETF (GAMR), which tracks this market for you. Based on their website, they have invested in gaming software firms such as Ubisoft, Activision, Konami, etc., which means the stock picking and allocation tasks has been already taken care of by the Fund Managers of this ETF.
You can find a specific ETF here.
Many investors also start with a passive strategy, and slowly break out. This would mean starting your portfolio by picking ETFs in 5 industries you want to invest in, then looking at each of those industries in detail using some of the other strategies here. Once you identify some stocks within those industries, you can sell off some of the ETF holding, and use the cash to invest in the stocks you have researched.
Stock screeners strategy
You can also use stock screeners to find good purchases and short sales. A Stock Screener is a program or website that will ask you some questions about what you are looking for in a stock, and return a list of stocks that match your criteria. You can then do extra research on these stocks to determine if they should be added to your portfolio.
Getting Trading Ideas
We also have a “Trading Ideas” page that will help you review the overall market’s health and help you adjust your stock picks. The Trading Ideas page has the following information:
Today’s Market Summary
This page is very useful for the start of your research. It presents the day’s market summary. It is useful because it tells you how the overall market is doing today. As an example, on May 17th, 2017, you would notice that indices such as SPY dropped 5 points due to the “Trump-Russia” investigation. This can be used as a signal to certain investors to buy more. If an investor purchased SPY during the dip, he/she would have gained more than $5 per share! It is always important to review how the overall market is doing and the market news today. This can help you to capture the perfect timing to buy stocks at their lowest price (or to short sale them at their peak).

Earnings Release
This page presents stocks’ quarterly earnings pre-announcements with the current estimate and new range. A stock’s volatility increases when it is near the earnings report.
Analyst Ratings:
The Analyst Ratings page presents the recommendations given by brokerage firms and financial analysts. This page will be useful to analyze a stock’s recommendation trend and the current average recommendation.
Best/Worst ETFs
Looking for an ETF? This page is a great place to see what ETF is currently doing well and what ETF is not well performing. These ETF can signal current market trends and help you make choices based on that.
Popular Stocks
Wondering what other users are trading? This page presents our popular stocks and mutual funds. We also present top gainers and losers and hot stories that is moving the market today. You can also find our random stock generator, which generates 3 random stock ideas!
Upgrades/Downgrades
The Upgrade/Downgrade page presents all the changes in analysts’ recommendation of symbols.
Investing Newsletters
The last common strategy for beginners is to sign up for investing newsletters to get trading tips from professionals. You can sign up for one of the newsletters below:
[coreg]
Picking Stocks – Intermediate Analysis
Now that you have a couple of stocks in mind, you should perform a more advanced analysis of your stock picks. This extra step of your research will be useful for two major reasons:
	You will verify if these stocks are truly good investments. They can be rejected if you discover that they are in fact not good investments.
	You will back up your assumptions about these stocks. If your Investors, Professor or Classmates has any questions about the reasoning behind your stock picks, you will be able to elaborate a robust and solid argument.

This is where you can pick the stocks that actually go into your portfolio for the long-run. If you started with a Passive strategy, your portfolio might already have some industry ETFs, but now we will be looking at specific companies to replace part of those investments.
We will explore a couple of basic research methods that will complement your findings on your stock picks.

Technical Analysis
Technical analysis is the process of determining patterns and trends with the use of historical data for a security and charts of a specific timeframe. Charts are clearly an efficient way to visually notice a pattern and act upon a specific trend. We will visit a couple of basic chart patterns and put them in real-life situation context as well. Most of the technical analysis tools make use of the charts you can find in the Quotes Tool.
Trends & Trend lines
A trendline is a straight line that connects the stock’s price movement together and creates an upward or downward pattern. It is often recommended to connect more than 2 points to have a stronger trend line.

Trendlines are useful to give you a general idea of how the stock’s price is generally moving. A positive trendline does not mean it will keep going up forever, but can be an indication that there are some strong underlying business foundations.
Support & Resistance
A support line represents a price level at which the stock never went below. In other words, it is the point at which the stock struggles to go under. On the other side, a resistance line represents the price level for which the stock cannot breakthrough.

Stocks near their Support lines tend to rebound, so they might make a good investment (at least in the short term). Stocks near their resistance line tend to fall back down, so they might signal a shorting opportunity.
When a stock breaks through their support or resistance lines, it is called a “Breakout”.
Symmetrical Triangle
This pattern consists of two trend lines which are symmetrical to the horizontal and are convergent. To prove a symmetrical triangle, one must have oscillation between the two lines.

A triangle pattern indicates that the price is about to move – but a symmetrical triangle does not give a clear indication that the price will go up or down.
Ascending Triangle
The Ascending Triangle pattern refers to two converging trend lines. The first line is an upward slant which is the support and the other is a horizontal resistance line. To validate the ascending triangle, there must be an oscillation between the two lines.

This triangle implies a bullish continuation pattern.
Descending Triangle
The Descending Triangle pattern refers to two converging trend lines. The first line is an downward slant which is the support and the other is a horizontal resistance line. To validate the ascending triangle, there must be an oscillation between the two lines.

This triangle implies a bearish continuation pattern.
Fundamental Analysis
Fundamental analysis is the process of examining the fundamental aspects of a firm. It involves reviewing key ratios and sections of a company’s financial statements to define its health and attractiveness – since financial statements are standard between companies, this can help compare two potential investments apples-to-apples. To make things easier, you can directly find most of the ratios by clicking on “Key Ratios” in the Quotes Tool.

One of the most popular and simple fundamental analysis is the DuPont model. The DuPont Analysis breaks down the firm’s Return on Equity (ROE) based on its profitability decisions, how efficiently their assets are utilized and their financial leverage. The model focuses on the profitability of a firm using the following equation:

This equation can be re-written as:

To analyze a company using the Dupont Model, you can use the following tables:
Analysis of Company XYZ from 2014 to 2017
	DuPont Model Components	2014	2015	2016	2017
	Net Income				
	Equity				
	Net Sales				
	Average Total Assets				
	Average Shareholders’ Equity				
					
	Profit Margin				
	Asset Turnover				
	Equity Multiplier				
	ROE				

Analysis of Company XYZ with Industry Competitors
	DuPont Model Components  	Company XYZ	Company A	Company B
	Net Income			
	Equity			
	Net Sales			
	Average Total Assets			
	Average Shareholders’ Equity			
				
	Profit Margin			
	Asset Turnover			
	Equity Multiplier			
	ROE			

These tables will allow you to see the evolution of the firm in terms of their profitability. This can be useful for you to conclude that your company is profitable over the long-term. You will also have the bird’s eye view of your firm and its competitors in the same industry. By doing this, you might find a competitor that would be a better stock pick or reassure yourself that your stock pick is the best in its category.
Pop Quiz
[mlw_quizmaster quiz=18]
December 31, 2020 Update: The Motley Fool 2020 stock picks finished the year up 78% with 21 of 24 being profitable and 5 of those more than doubled!
 Their next pick comes out Thursday. Save 50% now  and get their next 24 stock picks in real-time for only $99/year.


 
 StockTrak Changelog
 New Feature – Trade Notes
  Written by Kevin Smith 


It is essential that students are able to justify every trade placed while using StockTrak – most professors already require students to write summaries of their trading activities, usually as a final report or presentation of their portfolio. 
The only downside is that these summaries are always written with 20/20 hindsight – it is hard to tell what the rationale for each trade was at the time the order is placed. To bridge this gap, StockTrak has launched our new Trade Notes feature.

Learn From Every Trade
Every time a student places a trade on StockTrak, they are now asked if they want to add a short “Trade Note”, a sentence or two providing justification for why they think each order is a good move for their portfolio.
Students then can review their Trade Notes at any time – either through their transaction history, order history, or just listing all of their Trade Notes in one place. As with all portfolio data on StockTrak, students can export their full record of Trade Notes as a spreadsheet for later use.

Crucially, students cannot edit or delete their trade notes, so when they write their final reports or review their portfolio performance, they will need to frame each trade in the specific context that they placed it – not using the wisdom of hindsight. While students cannot edit or delete notes, they can add more notes to the same trade (each note has its own timestamp for a record of when each note is added).
More Professor Control
Trading Notes have been added to StockTrak after many professors asked about such a feature, so we also packed in plenty of ways for the Trade Notes to be used in your classes. 
First, you can choose whether you want Trade Notes to be optional or required – if you set them as Required when creating your class, your students will not be able to place their order without providing some explanation as to why they are making the trade.
Next, the Trade Notes are fully integrated into the Professor Reports. This means you can see the Trade Notes each student has placed for each trade, or download all of your class’s Trade Notes as a single spreadsheet.
 
If you have any questions about using Trade Notes, or have a new feature suggestion you would love to see, use the Live Chat button at the bottom of this page to get in touch with our support team.
Happy Trading!

 
 Derivatives and Forex, Guest Posts, Learning
 EU Concerns and Pound Rallies
  Written by Kevin Smith 



The GBP/USD pair is currently trading at 1.2736 (up 0.43% or $0.0054) as at Friday, 23 June 2017. The cable has had a rather torrid time over the past 1 year, dropping from 1.4877 on June 23, 2016 to its current level. Over the past 1 month, there have been significant movements in the value of the cable, with highs of 1.2972 on May 24, to a low of 1.2629 on June 20. The GBP/USD pair has rallied consistently since then, gaining approximately $0.01 in 3 days. The turnaround in the cable’s fortunes is partially due to the commencement of Brexit negotiations.
 
CFD Trading expert, Montgomery P. Bellwether noted that significant call options on the GBP/USD pair were recorded towards the close of the week. Brexit secretary, David Davis, has been locked in intense discussions with his EU counterparts on a wide range of issues. These include immigration -related concerns, trade, finance, political and economic frameworks etcetera. The negotiations will continue for a prolonged period of time. UK and EU delegates will be shuttling between Brussels and London to hammer out the most comprehensive extrication agreement possible.
 
British PM May Helps GBP Strengthen Heading into Final Week of June
By Friday, 23 June, prospects were looking up for the GBP. Prime Minister Theresa May, fresh off a disappointing general election, is determined to shore up support in her negotiating prowess with EU negotiators. The Prime Minister attempted to assuage fears about the rights of European Union citizens and permanent residents in the UK. According to her statement, ‘The UKs position represents a fair and serious offer, and one aimed at giving as much certainty as possible to citizens who have settled in the UK, building careers and lives and contributing so much to our society.’ However, the tepid response from EU officials has not offered much in the form of reciprocity to UK nationals in the EU.
In fact, European leaders, notably Jean-Claude Juncker of the EC responded with little enthusiasm, saying that the Prime Minister’s words were insufficient. The president of the European Council, Donald Tusk quipped that the Prime Minister’s sentiment fell short of expectations. Regardless, Prime Minister Theresa May’s outreach helps to stabilise the GBP heading into the weekend, helping it to rise towards 1.2737 by the end of the UK trading session.
The British Prime Minister was quick to quell fears about European families being split up in the wake of a Brexit. The Prime Minister defended the rights of EU nationals currently living in the UK, and added that anyone with 5 years of residence in the United Kingdom would continue to enjoy a host of benefits including health care, education and other special privileges. EU citizens currently in the UK would be allowed to remain for up to 5 years, after which time they would have to leave. In all cases, a grace period will be allowed to smooth out the Brexit process.
Factors Helping the GBP/USD Pair to Rise
The cable is primarily influenced by the decisions taken by the Federal reserve bank, the Bank of England and geopolitical uncertainty. The Fed recently hiked the federal funds rate by 25-basis points, raising it to 1.00% – 1.25%. However, the impact of that rate hike had already been priced into the GBP/USD pair well ahead of time. What is more important to currency traders is the sentiment expressed by various Fed presidents on the state of the US economy and likely GDP growth. From the UK perspective, EU reaction to Prime Minister Theresa May’s outreach and the rights of EU citizens will weigh heavily on the strength of the GBP.
Serious doubts remain however. The Dutch Prime Minister, the Belgian Prime Minister and leaders of high-ranking European organisations are concerned that the nebulous UK policy does not protect the rights of EU citizens in any way. On Monday, 26 June 2017, the UK will release a position paper detailing exactly how it plans to deal with this contentious issue. Currency traders will be carefully eyeing the EU reaction to this important document.
 

 
 Getting Started
 Getting Trading Ideas
  Written by Kevin Smith 


The most challenging aspect of starting to invest is picking the first few stocks to add to a portfolio. Every investor has their own techniques and strategies, but we want to give you the tools you need to place your first trades, and get your portfolio off to a running start.
Establish Goals
Before choosing your first stock, the first step is deciding what your goals are for your portfolio.
Risk and Reward
The biggest choice you will make will be balancing risk and reward – investing all your cash in very risky assets with high growth (or loss) potential, or focus on companies that you believe can be strong in the long run.
Diversification
Once you consider how risky you are feeling, next decide how you want to diversify your portfolio, which will help you decide how much cash to invest in each symbol. Your challenge may do this automatically – most challenges include a “position limit”, meaning you can only invest a certain percentage of your cash in any single stock. You can check if your contest has a Position Limit rule on the Portfolio Summary page.
 
Once you establish the minimum number of securities you need, you can now start handpicking stock symbols by using a trading strategy. You can also create a mix of these strategies to get the best of each strategy.
Trading Strategies for Beginners
“Invest in what you know” strategy
The best way to start when buying stocks is to buy what you know, not trying to follow stock tips or read a bunch of technical analysis that you cannot follow. Think of it this way: if you already know a company, they have done well enough in the past to already become a household name today. This gives you, as the investor, a big advantage; you can see how that company is doing just by looking at their stores and reading normal business news.
Ask yourself the following questions:
	Have they started to open new stores around me lately, or are they closing some shops?
	Does there seem to always be a lot of people you know using their products, or are they still more obscure?
	Does their current news look positive or negative?

If all three of these are positive, then this might be a good place to invest.
Earnings Strategy
An investor can always handpick stocks based on the earnings calendar. To do so, you would have to know your investment time horizons, and flip through the earnings calendar to find gems (i.e. stocks that you can buy and that will soar during its earning season, or stocks that will tank and that can be shorted beforehand).
The Earning Strategy is somewhat of an evolution of the “Invest in what you know” strategy – you will be looking for companies that you believe will have high earnings announcements coming up soon, which can cause their stock price to rise.
Once you have found your stocks, it is very important to analyze them and back-up your assumption of how the market will react to their earnings report.
An example of a well executed trade based on the earnings’ expectations would be NVDA. Before the presentation, NVDA was trading around 102 and soared continuously every since to 149.44 on the 7th of June!

The Passive strategy
If you are not sure which specific stock to select, you can always invest in ETFs and market indices. These products are already diversified for you and will track a specific market for you.
As an example, let’s say you want to invest in a gaming company, but don’t know which company in specific. You can always invest in an ETF that will track the gaming market for you. In this situation, you can invest in the PureFunds Video Game Tech ETF (GAMR), which tracks this market for you. Based on their website, they have invested in gaming software firms such as Ubisoft, Activision, Konami, etc., which means the stock picking and allocation tasks has been already taken care of by the Fund Managers of this ETF.
You can find a specific ETF in the following link:  http://www.etf.com/etf-lists.
Stock screeners strategy
You can also use stock screeners to find good purchases and short sales. A Stock Screener is a program or website that will ask you some questions about what you are looking for in a stock, and return a list of stocks that match your criteria. You can then do extra research on these stocks to determine if they should be added to your portfolio.
Getting Trading Ideas
Today’s Market Summary
This page is very useful for the start of your research. It presents the day’s market summary. It is useful because it tells you how the overall market is doing today. As an example, on May 17th, 2017, you would notice that indices such as SPY dropped 5 points due to the “Trump-Russia” investigation. This can be used as a signal to certain investors to buy more. If an investor purchased SPY during the dip, he/she would have gained more than $5 per share! It is always important to review how the overall market is doing and the market news today. This can help you to capture the perfect timing to buy stocks at their lowest price (or to short sale them at their peak).

Earnings Release
This page presents stocks’ quarterly earnings pre-announcements with the current estimate and new range. A stock’s volatility increases when it is near the earnings report.
Analyst Ratings:
The Analyst Ratings page presents the recommendations given by brokerage firms and financial analysts. This page will be useful to analyze a stock’s recommendation trend and the current average recommendation.
Best/Worst ETFs
Looking for an ETF? This page is a great place to see what ETF is currently doing well and what ETF is not well performing. These ETF can signal current market trends and help you make choices based on that.
Popular Stocks
Wondering what other users are trading? This page presents our popular stocks and mutual funds. We also present top gainers and losers and hot stories that is moving the market today. You can also find our random stock generator, which generates 3 random stock ideas!
Upgrades/Downgrades
The Upgrade/Downgrade page presents all the changes in analysts’ recommendation of symbols.

Pop Quiz!
[mlw_quizmaster quiz=88]

 
 StockTrak Changelog
 Assignments Upgrade
  Written by Kevin Smith 


A common request we receive is professors looking for ways to make StockTrak more accessible for students in entry-level classes – students who are first starting to understand the fundamentals of investments and finance, or participating in remote classes with less face time with professors for explanation on how to get their portfolio started.

Well, we have good news! Our latest enhancements to the StockTrak Assignments feature makes it faster and easier than ever for your students to get started, and provide guidance to your class. Here’s what we added:
Educational Articles
In addition to the tutorial videos and trading assignments that are already part of assignments, our latest update also includes reading assignments for beginners.
There are three “classes” of articles – Core Basics, Portfolio Building, and Derivatives. All of these articles are paired with tutorial videos and trading assignments to help students kick-start their portfolio, and answer some of the most common questions beginners have when first starting out.
Core Basics
These articles cover the “basics of the basics” – a core introduction for students getting their first introduction to the stock market and investing. Articles include:
	What is a Stock?
	What is a Ticker Symbol?
	Getting and Understanding Stock Quotes
	Why Investors Choose Stocks
	What is a Mutual Fund?

Portfolio Building
For students who are already aware of some common investing terms, the next step is building a diversified portfolio. Our “Portfolio Building” articles are designed to help students build a diversified portfolio. Articles include:
	How to Build a Diversified Portfolio
	What is an ETF?
	What are Bonds?

Derivatives
These articles are for students who are already familiar with the stock market and investing, and are allowed to trade Options, Spots, Futures, or other derivatives as part of their class. These articles give basic cursory information on how these derivatives work, and what role they can play in a portfolio. Articles include:
	What are Spots?
	What are Options?
	What are Futures?

Start and End Dates
New in Summer 2017, you can set specific start and end dates for your StockTrak assignment. This means you can create a first “Introduction” assignment with tutorial articles and videos for students before trading even begins, then require students to place certain trades and use particular order types, before adding in a later assignment covering derivatives and international investing. You can set the start and end dates to any window you wish – either sequential (one beginning when the other ends) or overlapping (students pick which assignment to work on at a given time).
If you want to create an assignment for your class, click here. If you haven’t already, click here to set up your next class.


 
 Getting Started
 StockTrak Student User Guide
  Written by Kevin Smith 


Download As A PDF
What Is StockTrak?
StockTrak is a portfolio simulation tool for universities to help students get familiar with real market data, buying and selling securities, and managing a portfolio in a controlled environment.
Instructors set up a class by defining the “class rules” – what types of securities can be traded (stocks, options, mutual funds, ect), how much starting cash is given, and much more. Students then join the class by creating their own unique username and password, and can begin building their investment portfolio.
StockTrak uses all real market data, meaning the portfolio students manage is just like managing their own brokerage account. Students can see their portfolio returns, as well as view a class ranking showing their performance relative to the rest of the class. This gives an immersive feel for what it is like to manage a real portfolio – real market data, real price movement, real investment strategy, but with virtual money.
Pro tip: If you want a leg up on your classmates. Subscribe to a reputable stock picking service. We found that the best one is The Motley Fool. Check out this Motley Fool Review.

Creating Your Account
There are two ways to set up your account on StockTrak.
Direct Link

First, your teacher may send you a direct link, which will take you to the Registration Page with the class information loaded:

From here, simply create a login by entering your username and password. The cost of StockTrak varies depending on the length of your trading period, but you may be able to use a coupon code from your textbook (or in some cases the cost may be covered by your university).
Without Direct Link

If you do not have a direct link, visit the StockTrak.com homepage and click “Register as student”.

Next, enter your “Class Name” at the top of the registration page. This should load your class information, with your professor name. If it does not load your class information, you likely have an error in your class name, so you may need to ask your professor for assistance.
Once you create your account, you will be automatically logged in and ready to start managing your portfolio
Changing Your Password Or Email Address

After registration, you may need to change your password or email address. You can do this by going under “Dashboard” on the main menu and clicking “Edit Profile”:

You can use this page to update almost any information you entered at registration.
Getting Started
To get started using StockTrak, we will take a look at our dashboard, see how to place a trade, and manage our holdings.
Your Dashboard
When you first log in, you will be taken to your Dashboard. This page has a lot of useful information for your portfolio at a glance. You can get back to this page at any time by clicking “Dashboard” on the main menu.
Parts of the page:
	Assignments. If your professor has assigned specific tasks for you to complete, this widget will appear at the top of your dashboard. Click “Do task” to open the lesson in a new tab.
	Budget Game. If your professor has enabled the Budget Game in your class, this widget will appear next. You’ll be able to see your progress in the game, including your game scores. Click “Play Now” to pick-up where you left off.
	Trading Portfolio. This is your “Snapshot”. It has your current portfolio value, percentage return, cash balance, and available buying power. Click “View Portfolio” to access your current holdings.
	Open Positions. This widget will show what securities you’re currently holding, organized by type. Click on “Equities” to access the other securities your professor has included in your class.
	Watchlist. Update this list to monitor the stocks you’re thinking of buying.
	Market Snapshot. You can find current market news and the day’s top gainers and losers in the markets. If you are not sure what to buy to start with, this can be a great place to get trading ideas.
	Right Side Panel. Depending on what your professor has enabled in your class, you may see a “Class Forum”, “Messages from your professor” and “Recently uploaded documents” in this section.


Viewing Class Rules
Before you start trading, you might want to check your specific trading parameters set by your professor, along with your portfolio summary to see what you start with.

To do this, go to your “Portfolio Summary”, which is found under “My Portfolio” on the main menu:

You can find your detailed account balances at the top of the page, with your class rules at the bottom. Your instructor sets your currency, starting cash, interest rates, commission charges, trading dates, and a few more rules:
	Position Limit: This is how much of your portfolio you can invest in one single stock. For example, with a 25% position limit, you can invest up to 25% of your portfolio in Google stock, but not more.
	Day Trading: This allows you to buy and sell the same stock in the same day. If this is not allowed, you must wait until the next day to sell any stocks you buy.
	Allow trading on margin: This allows you to borrow money. This happens automatically – if you use up all your cash, you will automatically start borrowing more, up to your margin limit (meaning when your “buying power” is zero). You will be charged interest on your loans.

Buying Your First Stock
To buy your first stock, go to “Trading” on the main menu and click “Stocks/ETFs”:


Once you are on the trading page, enter the ticker symbol of the company you wish to buy. If you do not know the ticker symbol, just try typing the company name, and we will show a list of ticker symbols that match.

Once you enter a symbol, some quote information will load, including the company name, logo, last price, bid/ask price, a chart showing its performance for the last trading day, and an analyst rating showing what current investment experts are saying about this stock.
Some notes to keep in mind:
	You do not buy or sell stocks at the last price. Just like the real world, the price you pay is determined by the bid and ask prices.
	Bid price: This is the highest amount a “buyer” in the market is willing to pay. If you want to sell a stock, you will receive the “bid” price.
	Ask price: This is the lowest amount a “seller” in the market is willing to take for their stock. If you want to buy a stock, you will pay the “bid” price.
	To buy or sell a stock at the current bid/ask prices, you will use a “Market” order type. You can also use “Limit”, “Stop”, and “Trailing Stop” order types. To learn more about these order types, please watch the video tutorials.


Once the quote information has loaded, enter the number of shares you wish to buy to load the “Estimated Order Total”.
The estimation does not include commission costs. Next, click “Preview”. This will load a more detailed estimation, with the commission cost included:

Click “Confirm” at the bottom of the page to send your order. The system will hold your order, and it will execute if the following conditions are met:
	The markets are open. If you are trying to trade outside of market hours, your order will be “pending” until the markets are open, then it will execute at the opening prices.
	If you are using a limit/stop order, your limit or stop conditions are met.
	You are trying to buy fewer shares than have actually traded in the market today (you can’t be a “market maker”, you can only buy stocks that are trading in the real world).

International Stocks
If you want to trade in markets outside of the United States (or your default portfolio chosen by your professor), you can switch your market near the top of the page.

First select the “Region” (North America, Latin America, Europe, or Asia) using the drop-down menu on the left, then choose the specific market from the list on the right.

Viewing Your Holdings

Once you have one or more stocks in your portfolio, you can see them from your “Open Positions” page. This is under “My Portfolio” on the main menu:


This will load a table showing your current holdings:

Items in this table:
	Action Button – Trade: This will take you back to the trade page to “close” this position, meaning sell off all your shares at the current market price. You still have a chance to preview or edit your order after clicking this.
	Symbol: This is the ticker symbol of this holding
	Round Buttons: These will open detailed quote and news information for each holding to see more information about it.
	Description: For stocks, this is the full company name
	Quantity: The number of shares you own. If you are “Short selling” a stock, this number will be negative.
	Currency: If you are trading international stocks, this currency will show what currency this stock is valued in
	Price Paid: This is how much you paid when you bought the stock
	Day’s Change: This is how much the price has moved so far today for this stock
	Profit/Loss: This is how much you have made or lost on this holding, denominated in your portfolio currency
	Mkt Value: This is the current market value of your holding in your portfolio currency
	%: This shows your percentage gain or loss for each holding.

Note: the “Last Price” and “Day’s Change” will update every few seconds for US stocks while the markets are open.
Chart Views
In addition to this “List View”, you can also view your portfolio as performance charts for each holding, using daily, monthly, or yearly charts. To do this, click the toggles above the portfolio table:

This will load the respective “Chart Views”:

The chart view has almost all the same information as the list view. The charts are color-coded: red if you currently have a negative return for that holding, green if you currently have a positive return. The chart view can be a fast an efficient way to visualize where you are making and losing money in your portfolio.
Class Rankings and Portfolio Performance
Now that you have some stock in your portfolio, you can check to see how your portfolio is performing relative to the rest of your class, and over time.
Class Rankings

To do this, we will go to “Rankings”, which appears under “My Portfolio” in the main menu:


Your portfolio ranking will show each participant’s name, username, market value, current portfolio value, and total number of trades made, with their overall percentage return (and chart to show relative performance):

You can also use the date switcher above the chart to view the rankings on any day in the past.
Portfolio Charts

You can also see your own portfolio performance chart by visiting “Graph My Portfolio”, which is under “My Portfolio” on the main menu:


This will load a value chart showing your portfolio performance relative to any index you wish to preview. You can compare over a 1-month or 3-month period.

This page also lets you export your historical portfolio values to excel.
Trading History and Order History

If you want to see the trades you’ve placed in the past, click “Transaction History” under “My Portfolio” on the main menu:

This will show every trade you’ve placed on StockTrak, but it will not show orders that did not execute (such as pending orders and limit orders). You can also specify the date range of trades you want to see, and export the table to Excel. You will also have a button to “Trade Again”, which will bring you back to the Trading page loaded to buy or sell that same stock again.

If you also want to see pending orders, or orders that were cancelled, you can go to your “Order History” page, which is also under “My Portfolio” on the main menu:


Your order history page will have more information on each order, and you can filter by type:

	Order Date: This is the day when you originally placed the order. For pending orders, there is a “cancel” button below the date, which will cancel the order.
	Order Type: This tells whether this was a market, limit, or stop order, along with if it was a buy, sell, short, or cover.
	Symbol: the stock symbol for this order
	Quantity: the amount of shares you wanted to trade
	Order Price: If you used a limit or stop order, this will have your limit or stop price. For market orders, it will simply say “MKT”.
	Trade Price: This is the price at which your order filled (this is what is shown on the Transaction History page).
	Type: The security type you attempted to trade
	Currency: The currency of the security you attempted to trade
	Order: This is the order number, which is unique to every order placed on the system and can be used by the support team if you suspect there is a problem.
	Status: This is the current status of the order:	Filled – This order executed as a trade
	Open – This order is pending for all of its execution conditions to be met, you can cancel it if you wish
	Expired – The order expired before its conditions to fill were met. You can change your order expiration on the trading page, by default it is 1 day.
	System Cancelled – The system cancelled your order automatically. This is either done by our support team to address an issue, or due to a corporate action of some kind (like a stock split, or the symbol being de-listed from the stock exchange).



Other Resources
StockTrak has a number of other resources available to students, including research tools and preparation to start your career.
Research Tools

You can find all of StockTrak’s research tools under “Quotes” on the main menu.

	Quotes/Research: This is the main research tool. You can enter any company symbol to load a detailed quote, charts, and all current news stories featuring this company. You can also see information on their option chains, income statements/balance sheets/cash flow statements, and all of the information in the items below. You can also find information about futures and commodities on this page.
	Symbol Lookup: If you are not sure what the symbol is of a company you want to trade, you can use this tool to look up their stock symbol.
	Company News: This lists all current news stories mentioning a company you wish to research
	Key Ratios: This includes information like revenue per share, revenue growth over the last several years, gross and adjusted margins, current ratio, total debt to equity ratios, and much more.
	Share Performance: Includes some information on peak/trough stock prices over the last year, earnings per share, 10, 221, 50, 100, and 200 day moving averages, alpha, beta, R-Squared, standard deviation, and much more
	Earnings: Includes very detailed reports on company earnings, estimates, and deviations
	Filings: Includes all SEC filings for all US companies, exportable by PDF, Word, or Excel
	Trades: A detailed order book for this stock
	Price History: Historical prices for this company’s stock, exportable to Excel
	Analyst Ratings: What current financial experts are saying about this stock
	Company Profile: Some information about what this company is, what they do, and their current management
	Corporate Events: Mentions the biggest events that caused a shock in the company’s price, such as earnings announcements, dividend and split dates, earnings surprises, and more.
	Charts: Interactive comparative charts where you can compare numerous stocks simultaneously based on several technical analysis indicators
	Market Summary: This is a general overview of the market as a whole (both North American and international).

Career Center
StockTrak’s Career Center is focused on helping students be prepared for the job market after graduation.
Job/Internship Search
The Job/Internship search has hundreds of thousands of jobs and internships from around the world pooled from some of the biggest job search websites, plus some posted by companies exclusively looking for interns and new hires from the pool of StockTrak users. You can filter between full time, part time, internships, contracts, seasonal, location, and different required qualifications.
Certification Builder
The Certification Center has information about the Series 7 certification, CPA, CFA, and CFP certifications, and what students can do while still in school to work towards these and improve their resume.
Job Search Tips
These are informative articles helping students get started with their job and internship searches
Practice Portfolios

Students can add practice accounts at the time of registration. You can add two extra practice accounts, another virtual portfolio to test out trading ideas, or a personal finance account with lessons and the personal budgeting game included.

Once a practice portfolio has been added, it can be switched with the class portfolio at any time. These are entirely separate – trades placed in your Practice Portfolio have no impact on your Class Portfolio. Your practice portfolio also has no trading restrictions (so you can practice with security types not covered in your class), and does not expire at the end of your class.
More Help
If you need more help getting started, or have any other questions while managing your portfolio, there are three places to look.
Tutorial Video Center
You can find our tutorial videos explaining how to manage your portfolio, trade each security type, use different order types, and much more by going to our “How To Trade Videos” page, which is under “Trading” on the main menu:
Student FAQ


You can find the answers to some of the most common questions in our “Student FAQ” page, which can be found under “Contact Us” on the main menu:

Contacting Support
If you have other questions or other issues not covered in the video guides or FAQs, use the “Contact Us” form at the bottom of the FAQ page to get in touch with our support team. We respond to all issues within 1 business day.

 
 Getting Started
 Tutorial Videos
  Written by Kevin Smith 


These tutorial videos walk through how to make trades, use different order types, conduct research, and manage your portfolio.

 
 Derivatives and Forex
 What are Futures
  Written by Phil Simard 


Definition
Futures Contracts are a standardized, transferable legal agreement to make or take delivery of a specified amount of a certain commodity, currency, or an asset at the end of specified time frame. The price is determined when the agreement is made.

Here are some useful terms for futures:
Contract Size: This specifies the number of units of the underlying future to be delivered. It could be in barrels, tons, liters, etc. We use this contract size to determine the multipliers on our website. The multipliers essentially multiply your profit/loss for every contract. For example, if the delivery is 10,000 liters of orange juice one contract of OJ would multiply your profit loss by 10,000. Hence if the price of your future contract moves from 1$ to 1.01$ you will gain 100$ (10,000 * 0.01$) for each contract you own. These vary widely from future to future from contract sizes of 10 to 100,000.
Margin: Futures do not ask you to put the entirety of the deliverable cost upfront. It is determined by margins and vary widely from future to future. On this simulator that is the actual “cost” of the money you have to put aside. In real life you would get margin calls and have a maintenance margin depending on how much money you have lost or gained depending on the current market price of the future which will limit your losses. On our platform, however, there is no maintenance margin or margin calls so it is possible to lose very large sums of money.
Termination Of Trading: This determines when the most current contract will stop trading. It can vary quite a bit from future type to future type. Certain futures stop trading months before the actual delivery so be sure to check on CMEGroup if you are unsure.
Trading Hours: The trading hours for futures vary depending on the type of future. Currency trades close to 24 hours a day whereas other futures have large trading halts during the day monday to friday.
Note:Many sites do not make the discrepancy between electronic trading and trading on the floor. It is important to check that your future is trading electronically as on the floor trading is typically not available to the average investor and is not available on this simulator. Again, you can check on CMEGroup for the exact trading times of each future.
Example
If I buy a December Crude Oil contract I am saying that I will deliver x amount of barrels (as stated in the contract) by the settle date in December and the counter party of the futures contract will give the dollar amount specified when buying the contract. However, in real life as on the simulator, physical delivery of these contracts are actually quite rare (you will never deliver any physical goods on the simulator). What is more common is to simply settle the difference as a profit or loss in the owners investor account. Hence if we buy a Crude oil future for 50$ and the price changes to 55$ at delivery it will be 5$ per contract times the contract size.
Why use Futures?
The original use for futures was to hedge against uncertainty. A farmer or the company that buys his crops could use futures to “lock-in” a price ahead of time and therefore make budgeting and other monetary decisions far easier. The same can be said for airlines who do not want to have to deal with daily price fluctuations and so use futures to know the price ahead of time.
Futures are still used in this matter but have also evolved to broader markets, most notably trades and speculators.
Futures also provide a way to greatly leverage positions due to the low margin costs and large contract sizes (multipliers)
Simulator Future Trading
Before you trade futures, you should know that they trade differently from other security types.
When you buy a futures contract, you aren’t actually paying for its full value – you are just agreeing to pay for the goods that it represents at a later date. This means your “Cash Balance” will not go down. However, you do need to put down a deposit, so the “Margin Requirement” is deducted from your buying power.
The margin requirement can vary by future, but it will appear when you get a quote for the contract you are interested in. Futures also trade in contract sizes – one futures contract can represent 100 or even 1000 of the commodity it represents (this will also appear in the quote as “Contract Size”).
When you want to sell your future, this is when cash changes hands – you will make (or lose) cash based on how much the value of the entire future changes during the period you were holding it. This makes trading futures very risky – if you have a future with a contract size of 10,000, and own just 10 contracts, that contract can go down by just $3, and you will have lost $300,000.
If your contest allows trading futures, you can find them on the Futures Trading Page.
	Action: Here you can select: Buy, sell, short, cover just as you would for stocks.
	Quantity: Enter the quantity desired of options contracts. Remember even with 1 futures contract you can have huge exposure depending on the contract size. Always look at the volatility and contract size of the future you are trading to determine your level of risk.
	Contract:This will list the category of contract you wish, indices,food,energy, etc. You can then select the specific futures contract you want in the “select symbol” drop-down.
	Month-Year: This can only be selected after selecting the future you want. This will select the contract month of your option. Note: if you get an error it is usually because the month and year you selected has expired, simply look at the next month or year to get a current future expiry.
	Order type: Here you can select whether you want a market, limit or stop order.

Select preview and you can confirm your purchase.

Note: futures trading can be risky due to the high leverage used. They also have a lot of small nuances and complexity. It is always a good idea to get as much information as possible straight from the source from CME Group or in certain cases Ice Futures
Pop Quiz
[mlw_quizmaster quiz=10]

 
 Derivatives and Forex
 What are Options
  Written by Phil Simard 


An option gives the owner the right, but not the obligation, to buy or sell the underlying instrument(we assume stocks here) at a specified price(strike price) on or before a specified date(exercise date) in the future. (this is different for European options as they can only be exercised at the end date). Exercising the option is using that right to to buy or sell the underlying instrument.
In simpler terms, an option allows you to pay a certain amount of money (the option price) to allow you to buy or sell a stock at the price (strike price) you decided on when buying the option.
A call gives you the ability to buy at a specified price, whereas a put gives you the ability to sell at a specified price.
 

 
Example
Let’s say we wish to exercise 20 AAPL October 20th call options which have a strike price of $100. We would let our broker know and he would then “use up” your option contract (hence it no longer has any value) and buy 20 * 100 (each option contract is for 100 shares) 2000 shares of AAPL at a price of $100. This also means you have to have the money to be able to buy 2000 shares at $100 = $200,000. If AAPL is at $105 you would then earn $10,000 profit on this trade.
Brokers will often times allow you to simply take the profit as well just like you would at expiry by immediately selling the shares. Hence in the example above you would just obtain $10,000 instead of needing the $200,000 cash to have to purchase the stocks in the interim.
Why use options?
At it’s core options simply track the underlying asset’s price and so why would we buy an option instead of the underlying asset?
There are two major reasons; leverage and strategies.
1.Leverage
Option’s provide you with being able to greatly leverage your positions since each option contract is for 100 shares. This means you can greatly increase how much you make (lose) with the amount of money you have.
If we look at a very simple example we can see how we can greatly increase our profit/loss with options.
Let’s say I buy a call option for AAPL that costs $1 with a strike price of $100 (hence because it is for 100 shares it will cost $100 as well)
 With the same amount of money I can buy 1 share of AAPL at $100.
Now let’s say the price of AAPL rises to $101 and we sell our positions.
With the options I can sell my options for $2 or exercise them and sell them. Either way the profit will $1 times times 100 = $100
 If we just owned the stock we would sell it for $101 and make $1.
The reverse is true for the losses. Although in reality the differences are not quite as marked options provide a way to very easily leverage your positions and gain much more exposure than you would be able to just buying stocks.
Note: this is a very simplified example to explain the concepts.
2. Strategies
There is an infinite number of strategies that can be used with the aid of options that cannot be done with simply owning or shorting the stock. These strategies allow you select any number of pros and cons depending on your strategy. For example, if you think the price of the stock is not likely to move, with options you can tailor a strategy that can still give you profit if, for example the price does not move more than $1 for a month.
Option Pricing
Option pricing is typically done using the black-scholes model which can be quite complex. The main thing to understand is that american-style options have intrinsic value because of the fact that they expire in the future. The option’s price will therefore reflect the immediate profit you could make (if any) by exercising this option and the time value.
For example, an out-of-the money (you would not exercise this option because you would lose more money) put would still have a price above 0 as long as it is not expired because there is always a chance that the option may become in-the-money (by exercising this option you would gain money, note:this does not mean, however, that you are making a profit. You can be in the money but still losing money because the option price is greater than the profit you make from exercising the option).
Option Payoff diagrams
Option Payoff Charts and tables are very useful for visualizing and understanding how options work. In these scenarios you have already purchased or “written”(writing an option means you have sold the option to someone who has bought it) the option. The stock price is a “what if the stock price goes to that price”.
Example 1: Bought Call Option with a $11 Strike Price and an option price of $1.5 for 1 share in the contract (normally this is 100 shares per contract) and a current price of $10
	Stock Price	Stock – Strike Price	Option Profit/Loss	Comment
	0	-11	-1.5	In this case, the option is out of the
 money and you would not exercise it,
 hence the most you can lose is the price you paid.
	10	-1	-1.5	
	11	0	-1.5	This point is called “at the money”
	11.5	0.5	-1	You are now in the money but still losing money
	12	1	-0.5	
	12.5	1.5	0	Break-Even point. By exercising your option you will break even (0$ profit or loss)
	14	3	1.5	You are now making a profit
	18	7	5.5	To calculate your profit you would do
 Stock Price – Strike Price – Option Price


 
Example 2: Writing a Call Option with a $11 Strike Price and an option price of $1.5 for 1 share in the contract (normally this is 100 shares per contract) and a current price of $10.
	Stock Price	Strike Price – Stock	Option Profit/Loss	Comment
	0	11	1.5	As long as the option is out of the
 money, the owner would not exercise it,
 hence you make the option price.
	10	1	1.5	
	11	0	1.5	This point is called “at the money”
	11.5	-0.5	1	The owner will now start exercising it and you
 will be covering the price between the
 strike price and stock price. You still make a dollar
	12	-1	0.5	
	12.5	-1.5	0	Break-Even point. By exercising your option you will break even (0$ profit or loss)
	14	-3	-1.5	
	18	-7	-5.5	To calculate your profit you would do
 Strike Price – Stock Price + Option Price


 
As we can see above, when buying a call our loss is limited to the option’s price but when we write an option our losses are potentially infinite. With contracts of 100 shares each you can see how quickly you can lose very large sums by writing options.
Example 3: Bought put Option with a $11 Strike Price and an option price of $1.5 for 1 share in the contract (normally this is 100 shares per contract) and a current price of $10.
	Stock Price	Strike Price – Stock Price	Option Profit/Loss	Comment
	0	11	9.5	In this case you are making
 the most money you could
 You would calculate with
 Strike Price – Stock Price – Option Price
	6	5	3.5	
	9.5	1.5	0	Break even point
	10	1	-0.5	The option is in the money but you still have a loss.
	11	0	-1.5	The option is out of the money and the most you can lose is the option price
	16	-5	-1.5	


 
Example 4: Write a Put Option with a $11 Strike Price and an option price of $1.5 for 1 share in the contract (normally this is 100 shares per contract) and a current price of $10
	Stock Price	Stock Price – Strike Price	Option Profit/Loss	Comment
	0	-11	-9.5	In this case you are losing
 the most money you could
 You would calculate with
 Stock Price – Strike Price + Option Price
	6	-5	-3.5	
	8.5	-2.5	-1.0	The option is in the money still.
	9.5	-1.5	0	Break even point
	10.5	0	1	Here the option is still in the money but are making a profit.
	13	2	1.5	The option is out of the money and the most you can earn is the option price
	16	5	1.5	


 
Below we can see just a few common strategies that can be accomplished by using a different combination of owning and shorting (selling) the option or stock, using a call or a put and varying the stock price. You can also create even more in depth strategies by varying the expiration dates of your options.

 
Simulator Option Trading
If options trading is allowed in your contest, you can use the Options trading page.
Trading options on your simulator is easy but there a few differences between the real world and a simulator.
To trade options start by going to the Make a trade => trade options tab.

	Simple or Spread: Simple is for one option whereas a spread will allow you two options that must both be calls or both puts with different strike prices.
	Action: Here you can select:
 Buy to Open: buy an option
 Buy to Close: Closes a written position (analogous to covering)
 Sell to Open: Opens a written position (analogous to shorting)
 Sell to Close: Closes a bought position
	Symbol: This is the symbol for the underlying asset.
	Put/Call: Select whether you want a put or call
	Expiry: This can only be selected after selecting your symbol and put/call. This will select the expiry date of your option.
	Strike: This can only be selected after selecting the expiry date. This selects the strike price.
	Quantity: Enter the quantity desired of options contracts. Remember! Options contracts are for 100 shares so when you buy 1 contract for $1 each it will in fact cost you $100
	Order Type: This will select if you wish a market, limit or stop order just as it would with stocks.
	Limit/Stop Price (if applicable): This is only selectable if you are using a limit or stop order
	Order Term (if applicable): This is only selectable if you are using a limit or stop order
	Expiration (if applicable): This is only selectable if you are using a “Good Till Date” order term
	Select preview and you can confirm your purchase.

Option nomenclature:
AAPL1504L85 is the way we write our options and can differ from other websites or brokerages.
 Our options are written: Symbol Year Day (Call or Put and Month) Strike Price.
Call or Put and month:
 A – L are for January – December Calls respectively
 M – X are for January – December Puts respectively
Hence in the example above AAPL1504L85 : is an AAPL 2015 December Call for 85$ strike price.
Final Note: It is always a good idea to double check the open interest and volume for options as they trade infrequently. The best and most reliable is directly from Chicago Board Options Exchange (CBOE).
Pop Quiz
[mlw_quizmaster quiz=9]

 Derivatives and Forex
 What are Spot Contracts
  Written by Kevin Smith 


Definition
Spot and Futures contracts are a standardized, transferable legal agreement to make or take delivery of a specified amount of a certain commodity, currency, or an asset at the current date. The price is determined when the agreement is made.

The only difference between spots and futures is the delivery date. The current date is used for spots and a later date is used for futures.
Just like futures, spots frequently settle in cash instead of actual physical delivery of the asset traded but with some small differences.
Why use Spots?
Spots were originally created to buy and sell commodities such as wheat, currencies, gold, etc and then you would own those assets.
Spots can also, just like futures, be traded without physical delivery. You can buy a contract for wheat at $1 and then sell that contract when the spot price of wheat is higher to make a profit.
Trading a currency spot contract is a form of Forex trading.

Example
Two different trades buy gold at a spot price of $1000. The first trader decides to take delivery and receives the specified amount of gold in his contract at the price of $1000 which is delivered in the next few days. The first trader then puts his physical gold in his vault and holds on to it for five years and then sells his physical gold in the market at a given price.
The second trader holds on to his contract for five years and instead sells his contract at a given price.
Both traders will make a profit or loss depending on the price on that given day. However, the second trader that simply kept his spot contract will have had lower costs since he only traded through his broker. On the other hand, the first broker had to be able to store his gold, with a safe or other, and then physically sell his gold. We can see that in the example of wheat, this would not be a good idea as the wheat would probably have spoiled after five years.
This illustrates a key point in spot trading. It is possible to trade spot contracts for various prices but they can also be used for immediate delivery of the underlying asset. The easiest to understand is currency trade as that can be done through the banking system with “electronic” delivery of the currency bought.
Simulator Spot Trading
Spots are very easy to trade (if your contest allows it). Simply choose the action like you would with a stock, select the quantity and the spot you wish to trade from the dropdown from the Spots trading page.

 
Trading Details
There are a few things to note with spot contracts:
Types
There are 3 major types of spots, all of which will be in the same drop-down menu:
	Currencies, like Euros or Australian Dollars (purchased at the current exchange rate, like Forex)
	“Durable” commodities (like gold, silver, and oil)
	“Soft” commodities (like wheat, corn, and soybeans)

Not everything you can trade as a future will be available as a spot (for example, we have Cocoa futures, but not Cocoa spots). In real life, taking delivery of soft spots can be risky, since they can spoil, but you can’t take delivery here so that won’t be a problem.
Order Types
We only support market orders for Spot contracts
Quote Details
Unlike a stock, the quote for a Spot is very different. We will only show the last price, bid, and ask. We do not show the day’s trading range, and we set functionally infinite volume (you can buy as much of a spot as you can afford)
Pop Quiz
[mlw_quizmaster quiz=8]

 
 Getting Started
 What is a Stock?
  Written by Mark Brookshire 


Large companies that have lots of investors often issue “stocks” or “shares” to the investors as a way of showing ownership. If you bought 100 shares of a company you might get a stock certificate like the one below indicating your ownership. If you decided you no longer wanted to own those shares you could try to sell them to another investor that might want to own part of that company. This is the essence of the stock market–it is where investors invest in new companies, or they buy and sell (or exchange) shares if they can agree on a fair price.
Definition
Stock is defined as a share of ownership of a company; if you own a company’s stock, you actually own a percentage of the company itself (including its assets, like chairs, vehicles, and buildings) and a percentage of its profits. For example, if a company issued 1,000 shares and you owned 100 shares, that does not mean that you can go to the company headquarters and take 1/10 of the furniture. It means that if the company was profitable and they made $100,000 and decided to pay it out to the shareholders, you would get 1/10 of $100,000 which is $10,000. People invest in companies that they think will be profitable with the hope that the company will start paying out its profits to its shareholders. Likewise, if the company was not profitable and decided to close, then the company might just sell all of its furniture for $1000 and you would only get $100 back.

 
What Does Owning Stock Get Me?
Since you own part of the company, you are now involved in some of its management decisions, and you are entitled to some of the company’s profits. Shareholders often get to vote to choose the Board of Directors, to pick independent accountants, to approve any major change in the company like merging with another company. What exactly you are entitled to depends on the amount of stock that you own. Take the company Apple, for example.
Apple has approximately 5.575 BILLION shares outstanding, so if you owned 100 shares of Apple, you would own 0.00000179% of the company. That seems like a tiny amount, but keep in mind that Apple makes $50 BILLION a year so if they paid out all of their earnings one year, you would get $896!
If you decide that you no longer want to own your Apple shares, you can always sell your shares on one of the stock exchanges.
Types Of Stock
There is more than one kind of stock or ownership that companies sell. While almost all stock traded on the stock exchanges is “Common Stock”, some companies have issued “Preferred Stock”.
Common Stock
Common stock is the kind most investors buy. Common stock generally gives one vote at shareholder meetings for every share owned.
Common stock holders may also be entitled to receive distributions of the companies provides, called “dividend payments.” For larger, more stable companies, a portion of corporate profits is usually paid back to shareholders 4 times a year as a dividend. Companies that are still growing usually pay no or very little dividends; but well established companies like utilities generally pay higher dividends.

 
Preferred Stock
Preferred stock generally does not have voting rights, and you generally will not find them trading on an exchange. However, preferred stock shares have the benefit of “preference” for dividend payments; if a company decides it is going to pay dividends, preferred stock holders may get a bigger share, and be paid before common stock holders. Preferred stock holders are also entitled to be paid first if a company goes bankrupt and all the assets are sold off.
The Difference Between Stock and Bonds
When you buy a stock, you are buying a piece of ownership of a company. A bond, however, is more like a loan or debt; a bond is a promise that a company makes to pay you back the amount you lent them plus interest. Hence, if you own a bond, you are only lending a company money, but if you own a stock, you own part of the company itself.
Where Does Stock Come From?
New stock in a company can come from two places: New Issues and Stock Dividends (or Splits)

 
New Issues (Initial Public Offering)
A new issue of stock is when a private company decides to “Go Public”, and issues shares of stock for anyone to buy. This is often called an Initial Public Offering, or IPO, and when large private companies go public, it can be a very exciting event with huge fluctuations in the stock’s price in the first weeks while the market decides on a fair price for the shares.
Private companies “Go Public” and issue stock primarily to raise money: as they sell the shares in the company, the original owners allow the public to vote on some management decisions in exchange for the cash raised in the stock sale to re-invest and help the company grow.
Stock Dividends (Splits)
Companies may also issue new shares of stock after the IPO. This can be done by giving all current shareholders additional shares in proportion to how many shares they currently have; for example they can say that for every 10 shares you own now, they are issuing you one extra share.
This would be a 10% stock dividend, and the market price for the stocks would drop by 10% (although all shareholders still have the same ‘value’).
If the stock dividend is large enough (usually about 20%), it is instead called a “Stock Split”. There are many reasons why companies would want to have a stock dividend or split, but they usually happen for one of two reasons:
Attract Attention and Increase Trading
Companies may split their stock to attract attention to the company through the hype that can come from a stock dividend. However, the simple act of there being more shares in circulation may encourage people to buy and sell more, since each individual share takes up a smaller percentage of a portfolio
Lower The Price
Some large companies like to have their stock price stay in a certain range. One reason for this is that the more expensive a stock, the fewer people who can afford to buy it (or buy an additional share), so splitting stocks can help it become more affordable, and increase the total value of all stocks in the long run.

History Of Stocks
Stocks trace their origins back to the Roman Empire, where large, private companies that carried out some public duties would sell shares of stock to Roman citizens for the same reasons companies do today; raise cash and grow their business.
Over the centuries, Joint Stock Corporations were often chartered by monarchs for large projects that the government simply did not want to invest all the cash (and therefore risk) to fund; for example many canal projects, railroads, and roads in Western Europe were built by Joint Stock Corporations; private investors willing to to take the risk that a project would fail in exchange for some of the profits if it succeeded.
During the Age of Exploration, joint stock corporations were what funded explorers to voyage across oceans, and later ship goods across continents. The British East India Company is perhaps the most famous of these, which was involved in everything from the exploration of Canada and the Americas to the British conquest of India, and even the slave trade.
Trading Stocks On This Simulator
You can trade all stocks on the Equities Trading Page.

 
Parts Of The Trading Page
If your contest allows multiple countries, you can switch between them at the top (first by region, then each individual exchange).
You can then choose your order type (buy, sell, short, or cover), and enter your symbol. If you don’t know the symbol, just start typing the company name, we’ll show you a list of symbols that match.
Once you have the symbol, the company’s logo, quote, and a chart of the stock’s performance will load (some stocks won’t load a symbol or chart, but the most popular stocks will).
Next, enter the quantity you want to buy. As soon as you enter a number, we will give you the estimated total cost (this might be different than the amount you’re charged, since prices can change between when you get the quote and confirm your order).
You can also use limit, stop, and trailing stop orders. Once you have everything set the way you want it, preview and confirm your order!
Pop Quiz!
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 Getting Started
 How Do I Diversify A Portfolio
  Written by Mark Brookshire 


How Do I Build a Diversified Portfolio?
Understanding what it means to build a diversified portfolio is one of the first concepts a new investor needs to understand. When talking about stocks, diversification means to make sure you don’t “put all of your eggs in one basket.”

What Does It Mean To Diversify?
Simply put, to “diversify” means to make sure pick a variety of stocks in different industries. History shows that at different points in time different parts of the market outperform the others. At times the technology stocks perform well, sometimes it’s the banking stocks, sometimes it’s international stocks, sometimes it’s defense, sometimes it’s medical, etc. Since it is difficult to predict which industry is going to perform the best in the future, the best thing to do is to just own a few stocks in each industry so that you always own some of the top performing industries. This way, over time, your portfolio returns are less volatile and, hopefully, always positive.
With real money, most advisers would recommend you have about 30 stocks in your portfolio, but with your virtual portfolio, you should try to have at least 10 stocks in your portfolio and those stocks should be from at least 5 different industries.
Why Do People Diversify?
Investors diversify because it helps to stabilize a portfolio’s return, and the more stocks you own the more likely you are to own a stock that ends up doubling or tripling in price. For example, if you own an equal dollar amount of 10 different stocks and 9 of them stayed at the same price and one of them doubled, your portfolio would be up 10%.
People invest in the stock market because they want to make more money than they could make if they just left the money in the bank. Investors especially do not want to LOSE money. “Capital Preservation” is the idea that you want to preserve the money you have invested; investors never want to be in a position where it would have been better to not have invested at all. So to make sure that investors are protected from price swings, and to help simplify managing their portfolio, investors try to maintain a fully diversified portfolio.
How Does It Work?
When you diversify your portfolio, you make sure that you never have “too many eggs in one basket.” If one of the stocks you have invested in starts to go down in price, you have limited your exposure to that stock by only having a smaller percentage of all your assets in that stock. For beginners, this can mean having no more than 20% of your portfolio in any one stock, ETF, or Mutual Fund. With real money, as you invest more money into your portfolio and as your portfolio grows in value, you should keep buying different stocks sot that eventually you have less than 10% of your money in any one stock.
Diversification means that, for example, if you are investing in stocks in the Banking, Energy, Healthcare, Manufacturing, Luxury and IT industries, you would try to spread your money as evenly as possible across these industries. This way, if the Energy sector as a whole starts to have problems (for example, if the price of oil falls quickly), you don’t have to worry about your entire portfolio, and you have limited the losses you are exposed to from a single market shock.
Types of Diversification
There are 2 main types of diversification to think about as you first start investing:
1. Sector Diversification
To diversify by sector means that you would split your investments across companies based on the type of business they do; “Energy” companies would be oil producers, electricity companies, and companies that specialize in transporting materials needed for energy production. “Manufacturing” companies are firms that build everything from toys to cars to equipment to airplanes.
The idea behind sector diversification is that if there is some larger trend that negatively affects an entire industry, you would want to make sure not all of your investments are affected at once. For example, low oil prices caused a general decline in energy stocks (of course, with some companies still growing, and others hit especially hard).

2. Stock Diversification
This is the most basic type: just making sure you don’t have too much money in any one stock. For example, if you want to put 10% of your money in the banking sector, that doesn’t mean you should put 10% of your money in Bank of America. You should have a few bank stocks in case one of your bank stocks is poorly managed and it goes bankrupt. Individual stocks are more volatile than sectors, and sectors are more volatile than entire security types, so this is the core of all diversification.
Asset Allocation
Asset Allocatoin means owning a variety of investments like real estate (Fundrise can help), stocks, bonds, gold/silver and cash. Yes, cash is an investment! For many years, the rule of thumb was to subtract your age from 100, and have that percentage of your overall value invested in stocks (so if you are 18 years old, you would invest 82% of your portfolio in stocks). The idea is that over time stocks have consistently outperformed other investments so therefore the younger you are, the more you should be invested in stocks. As you get older and closer to retirement when you will rely on your investments, you have less time and you should prefer the low but consistent returns of bonds and cash. Another way of putting this is that younger investors are more risk-tolerant and older investors are more risk-adverse.
This line of thinking is getting to be a little out-dated, with the rising popularity of ETFs, more choices for mutual funds, and the ability to invest in riskier bonds, but the idea of making your portfolio more risk-averse over time can still be a good idea.
Asset allocation is different from diversification – you might have a wide asset allocation, with almost no diversification!
For example, if you divided a $10,000 portfolio between 3 asset classes (Stocks, ETFs, and Mutual Funds), you could have the following holdings:
	Stocks – Celgene Corporation CELG and UnitedHealth Group (UNH)
	ETF – Spdr S&p Biotech Etf (XBI)
	Mutual Fund – Vanguard Health Care Fund (VGHCX)

You might be divided between 3 asset classes, but the entire portfolio is still concentrated on Healthcare/Biotechnology, so it is not diversified at all.
Ways To Stay Diversified
Exchange Traded Funds (ETFs) and Mutual Funds are good places to start investing because they securities are diversified themselves. ETFs and mutual funds take money from investors and invest that money in a variety of securities that meet the stated objective of that fund. Some funds invest in large companies, some in European companies, some in utilities, some in commodities like gold and oil, etc. For example the ETF FHLC is a collection of Health Care stocks. If you are looking for an easy way to invest in a particular industry, without having to research which particular companies you want to choose, this is a quick route to take.
Warning About Over-Diversification
Diversifying is good, but don’t go too far! If you start diversifying too much, your portfolio starts to get “thin”; you might not lose much if one company starts to go down, but you also won’t gain much if another company you own starts doing very well. Beginners should usually build their first portfolio with between 8 and 10 stocks, ETFs, or Mutual Funds at a time. You can always switch the investments you have, but try to avoid having too many, or two few, investments at once.
Over-Diversification can also make it more difficult to manage your investments; if you are not able to follow up with company news and stay on top of your investments, things could start turning bad, and you could start losing one before you even know why!
Summary
To get started building a diversified portfolio, identify five sectors from the image above that you are interested in.  From each of those 5 sectors, pick one stock that you are familiar with.  Determine the tickers for those stocks, get quotes, review their charts, make sure those stocks on on upward trends, and then buy those stocks in your virtual account.  If you started with $100,000 then invest about $10,000 in each of those 5 stocks.   Don’t be afraid, it’s only play money and you need to jump in and start learning how the market works.
Pop Quiz!
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 Getting Started
 What are Bonds
  Written by Phil Simard 


Bonds are essentially a much more formal I.O.U (I owe you) used to borrow money. You buy the bond in return to interest over a given period of time. When a corporation or government needs money they issue bonds that people buy. In turn, the issuer (the person who sells the bond) takes the money. However, no one would buy something if they didn’t get something in return, so the issuer will offer to not only pay the person back at a specified date but also provide some interest along the way.

There are two major types of bonds:
Government Bonds
These bonds are issued by governments who want to raise cash. It can be raised by any level of government; large cities often issue bonds to fund public projects, while national governments issue bonds to fund the government. When you hear about the National Debt of a country, it usually means the amount of bonds it has currently issued.
Government bonds can be traded by normal investors, but they can also be bought and sold between countries (if you hear a news pundit mention that the US government owes money to another country, like China, it is almost always because that country purchased a very large number of government bonds), or even between different parts of the government.
In the United States, the Federal Reserve buys and sells bonds from the US treasury bonds in order to influence the prevailing interest rates, for example.
Corporate Bonds
Corporations can also sell bonds, which is essentially borrowing money from a large pool of investors. Smaller companies can usually just take loans out from a bank, but if the company is very large (like Apple (AAPL), they use more cash than banks can usually give out in one single loan. Instead, they will issue bonds to investors, with a promise to pay back at a certain date with interest.
Bonds are one of two ways that companies frequently use to raise extra cash that they use for investment and expansion; the other is by issuing stocks. However, there are very important differences between the two:
	If you buy a bond, you are lending money to a company and they are promising to pay you back later with interest
	If you buy a stock, you are buying a part of that company and are entitled to part of its profits (in the form of dividends).
	The value of the bond comes from how much you lent the company and the interest rate they will pay you back
	The value of a stock comes from how much the company itself is worth (including all its assets and business)
	Bonds expire; at the expiration date you receive back the amount you lent
	Stocks do not expire

Details:
Bonds can be bought and sold just like stocks, or they can be bought once and held to maturity at which point they will expire and return the face value. Essentially, when you buy a bond and hold it to maturity you will receive a certain predetermined interest rate (or coupon).
Remember that while a bond represents an amount of money that you lent to a government or company, they can still be bought or sold between investors like stocks. This means that you can buy a bond from Google (GOOG), but then later sell it to another investor who will then continue to collect the interest and receive the amount you initially lent Google when you bought the bond. Similarly, you can buy bonds from other investors rather than buying them directly from the company that issued them.
Investors typically will buy bonds when they are very “Risk Averse”, meaning they would rather have the guarenteed payment of regular interest than make “riskier” investments like stocks, whose value can rise and fall a lot over time.
Here a few terms that are important when looking at bonds:
Face Value
The face value, also known as par value or principal is the amount of money you will receive when the bond matures. This is almost always $1000 but there can be exceptions.
Coupon
This is the amount of interest you receive on your bond every year. It is usually stated in terms of the coupon rate (in percent). You then multiply your coupon rate by your face value, which in most cases will be $1000, to get your coupon. For example, if a bond is quoted at 4.00% you will receive $40 every year. Bonds can also be paid multiple times per year and are usually semi-annual (twice a year). In this case your coupon rate stays the same at 4.00% but you would receive two coupons of $20 instead of one coupon of $40.
Maturity
The maturity date is when the bond expires. If you are holding the bond on the maturity date then the bond Issuer will pay you the face value of the bond, which is almost always different from what you initially paid for it. In addition to the face value of the bond, if your bond had a coupon then you will also receive one final payment of whatever interest has accrued since the last payment was made. After this point the bond issuer’s debt to the bond holder is considered to be settled.
Yield
Since bonds are bought and sold between investors just like stocks, the value that they are bought and sold for on the market may not be exactly the same as the interest payments left until the bond expires and the face value. This is a very difficult concept to understand for many investors but is essentially the return you obtain when factoring the price you paid for your bond. The bond’s price is affected by the risk free rate and the bond’s own rate, as well as many other factors. The higher the Yield, the better the bond looks compared against other investments.
Accrued Interest
The interest payments on bonds are not paid daily; they are usually paid out once or twice a year (depending on the bond). However, the bond issuer owes whoever holds the bond interest for as long as they held it; if you only own a bond for a day, you are still entitled to one day of interest.
This is important for investors who buy and sell bonds a lot; if you own a bond that pays interest once per year on July 1st, but you sell it to someone else on June 15, you are entitled to most of the interest payment that they will receive from the bond issuer on July 1.
For example, lets say John bought a 5% 10 year semi-annual bond on the day it was issued and waits one year and 2 months before selling it to Kelly. This means John received two $25 coupons in the first year, and is entitled to another $8.33 from the bond issuer on top of the price he sold the bond for. This is because he held it for another two months hence 2/6 * $25 = $8.33.
Accrued Interest with Pricing
When looking at Accrued Interest, it has a huge impact on bond’s prices. Investors look at this in terms of a bonds “Dirty Price” and “Clean Price”. The Dirty Price is the price the bond trades for on the markets (if, for example, you bought a bond from another investor). This price does not subtract the accrued interest from the bond’s value. The Clean Price is the price with that accrued interest factored out.
Dirty Price = Clean Price + Accrued Interest
When you get a quote for a bond, you are almost always quoted the “Clean Price”, but when you buy it you will always pay the “Dirty Price”.
Rating
A rating is given to bonds to determine their level of riskiness. They are generally performed by third party auditing firms such as Standard and Poors, Moody’s or Fitch. Ratings system differ from company to company but it is important to know the difference between different bond ratings. The most common bond ratings are as follows:
AAA: Strongest Quality Rating, this has a very very low risk of default.
 AA+ to AA-:Very high quality investment Grade.
 A+ to BBB-:Medium quality investment grade.
 BB+ to BB-: Low quality (non-investment grade) “junk bonds”, high risk of default.
 CCC+ to C: Speculative bonds with very high risk of default.
 D: Bonds in default for not paying principal and/or interest.
Portfolio
Nearly every balanced portfolio should have a place for bonds, if only for their strong safety while still beating inflation. Bonds can also be very risky, such as junk bonds (bonds issued by governments or companies that are very likely to not be able to pay back), that may pay high coupon rates but have a high risk of default. There are also many different types of bonds as well, such as convertible bonds that can be turned into stocks or inflation protected bonds that simply follow the rate of inflation.
Bond ETFs
You can also get exposure to bonds through bond ETF’s such as BND or LQD. They have some notable differences between bonds with regards to tax considerations and returns but are much easier to trade.
Trading Bonds
If they are allowed in your contest, you can use the [link name=”bonds” dest=”/trading/bonds”]Bonds Trading Page[/link].

Notes for trading bonds:
	All bonds, corporate and treasury, that we support are in one master list. We only have US bonds (Click Here for a master list)
	You cannot short bonds
	You can only use market orders
	We do pay out interest and expire bonds (and pay back the coupon)
	There are no volume limit rules on Bonds

Pop Quiz
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 Getting Started
 What is a Ticker Symbol
  Written by Kevin Smith 


Definition:
A “Ticker Symbol” is a unique one to five letter code used by the stock exchanges to identify a company. It is called a ticker symbol because the stock quotes used to be printed on a ticker tape machine that looked like the images below. 

WARNING: The ticker symbol is NOT just an abbreviation of the company’s name.
For example, here are some popular and interesting ticker symbols:
WMT is the symbol for WalMart,
AAPL is the symbol for Apple, Inc.,
LUV is the symbol for SouthWest Airlines,
BUD is the symbol for Anheuser-Busch,
HOG is the symbol for Harley Davidson,
F is the symbol for Ford.
Why Do We Use “Tickers”?
Most beginning investors find it confusing to use ticker symbols because before you can begin to do any stock research, you must look up the ticker. And when you do look up tickers, you will often be surprised how many companies there are that have very similar names. Make sure you are buying the stock that you think you are buying. Ticker “COKE” is not the Coca-Cola Company! Wouldn’t it just be easier if we used the company names? We try to help this with our Smart Trade Drop-Down, where by typing the company name in the trading window, we will give you tickers that match. Click here to try! However, lets take a look at where ticker symbols came from, and why we still use them today.
Early Tickers

 
Ticker machines first came into use during the late 1800s as a fast way to move news across far distances; they used telegraph lines to transmit messages electronically. However, with a telegraph machine, each letter of the message had to be spelled out in Morse Code (a series of dots and dashes), read by the operator on the other end, and then typed out onto a message to be actually read by anyone.
This was a time-consuming process; the longer the message, the longer it took to write, translate, and read. To speed things up, shorthand writing (the predecessor of today’s “text speak”) was invented. Famously, an old British admiral was the first person to use “OMG” as shorthand in a message to one of his colleagues.
For investors looking to get the latest stock prices, this was also a problem. Since there were hundreds of companies being traded and prices being updated every minute, the longer it took to communicate a company’s price meant the whole stream of information was held up. Thus, company names were shortened down to 1-5 characters, and the first ticker symbols were born.
Rise of Electronic Trading
Today, the original reason for tickers is still important; computers still take time to process longer names, so shorter codes can be a lot faster when executing billions of trades per day (if you are making trades as fast as you could, it would take almost 5 times as long to write “The Coca-Cola Company” than it would “KO“). There is also another reason why we continue to use tickers: sometimes companies have multiple “types” of stock, or multiple companies have very similar names.
For example, Google has stock both under the symbol “GOOG” and “GOOGL“. These stocks are very similar, but they were issued at different times and have different prices, since each share represented a different “slice” of the company.
Other Ticker Symbol Information
Sometimes you might see a “.A” or “.B” after a ticker symbol–this usually indicates a class A or class B type of shares. Sometimes you might see a ticker ending with a “Q”—this means the company has filed for bankruptcy. Sometimes you might see a “Z” added to the ticker–this means that there is a special situation occurring with the stock.
How to Find a Stock’s Ticker Symbol
On most financial websites, you will find a QUOTES or GET QUOTES link.  When you click on those links, it will take you to a stock quote screen.  Usually there is a link on that page that says TICKER SYMBOL LOOKUP or similar.  If there is not a ticker symbol lookup link, then try just typing the company name in and some pages will show you related tickers.
You can look up any ticker by clicking “Quotes” in the main menu of this page.

Pop Quiz!
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 Getting Started
 What is a Mutual Fund
  Written by Kevin Smith 


Mutual Funds are a way you can buy into a wide range of stocks, bonds, money markets, or other securities all at once. They are professionally managed, so you’re basically buying a piece of a larger portfolio.
 

 
Definition

Mutual Funds come in several different “flavors,” but the core concept is always the same. The fund is a pool of money contributed from many different investors that are used to purchase a bundle of securities. All contributors to the fund are given shares in proportion to how much they contributed, and they receive returns based on the performance of the underlying security.
Mutual funds are also sold in shares, just like stocks. However, unlike stocks, there may or may not be a limit to the number of shares outstanding at any given time, (depending on the type of mutual fund) and it’s common to own “fractions” of a share of a mutual fund.
Types Of Mutual Funds
Mutual Funds typically fall into one of three categories: Open Ended, Closed Ended, and Unit Investment Trusts.
Open Ended Mutual Funds
“Open Ended” means that there is no limit to the number of shares of these funds that can exist at any given time; however much money investors have contributed will be issued shares, and that will be used to buy more underlying securities. Investors can also cash out any day they want, selling off their shares in the fund at the market price for that day.
This also means that investors cannot day trade mutual funds; since the actual distribution of assets is managed by professional portfolio managers, the actual value of each share is not precisely known until the end of the day. Investors can only buy and sell their shares from the fund managers themselves, not trade their shares on the open market.
In practice, this means that you buy open-ended mutual funds for a fixed dollar amount, rather than as a number of shares. You will actually receive these shares at the end of the day (almost always 6:00pm New York Time), and so you will almost always have a decimal value (for example, 10.1252342 shares). Conversely, when you want to sell your shares, your order will execute at 6:00pm New York Time, when the transactions for the fund settle.
Closed Ended Funds
“Closed Ended” means that there is a fixed number of shares, and so these funds can trade on exchange (similar to an ETF). These funds are still professionally managed, but the total amount invested is determined only once; at the Initial Public Offering.
Unit Investment Trusts
These are much less common than the other types of funds, and are also closed-ended. These funds are special in that they have a limited lifespan; they are issued once, but the fund eventually “expires” and all investors are paid out based on their investment and the return of the underlying assets. These funds are also special in that they are not professionally managed: the holdings are determined at the Initial Public Offering and are fixed while the fund is active. However, investors can redeem their shares from the fund managers at any time, or even sell shares on the open market (although this is very rare).
Advantages To Using Mutual Funds
Mutual funds can be a very easy way to “diversify.” Since there are many different types, it’s usually possible to find a selection to complement your portfolio. Mutual funds have historically been an important part of retirement planning; since the funds are professionally managed, they do not require as frequent attention compared to a portfolio of stocks you actively pick, buy, and sell.
Mutual funds also “pass through” dividends to their shareholders; if a stock owned by the mutual fund pays a dividend, it is paid directly to the mutual fund shareholders.
Disadvantages To Using Mutual Funds
The biggest disadvantage is that the professional management of the fund comes at a price; mutual funds generally charge a fee based on the initial capital invested. This can add up quickly, especially if the fund is underperforming. A major issue with retirement accounts during the financial crash was that mutual funds were still charging fees on the capital even if the value of the fund itself was decreasing, acting as a double-penalty.
Another major disadvantage is that you have no option to customize the holdings of a mutual fund. You’re stuck with what the fund manager chooses. Of course, you should always diversify your portfolio outside owning a single (or even multiple) mutual funds, but you could end up in a position where you are “shorting” a stock while simultaneously “long” in a mutual fund you own.
Differences with ETFs
At first glance, there is very little difference between a closed-ended mutual fund and an ETF: both trade on an exchange, and both hold a wide range of assets. However, there are some important key differences:
	ETFs are typically not “managed,” in that they typically have holdings mimicking a particular index, (for example, the S&P 500) and the fund managers do not actively shift the holdings outside that index. This means it is possible to “buy into an index” that you want to hold, and you will know the actual holdings of the fund, the Net Asset Value (NAV) at any given time.
	Because they are not actively managed, the fees associated with ETFs are typically much lower.
	The tax structure for owning an ETF is much more similar to owning stocks than Mutual Funds.

When choosing between ETFs and Mutual Funds, all of these are important considerations; because of the lower fees alone ETFs have become increasingly popular in the last 10 years. However, the fact that mutual funds are actively managed may make them more attractive to long-term retirement planning, (depending on your personal tastes).
For a list of the most popular mutual funds, click here!
Trading Mutual Funds
If it is allowed in your contest, you can use the Mutual Funds Trading Page.
 
 
There are a few things to keep in mind when you’re buying or selling mutual funds:
1. When you buy a mutual fund, you’re buying a dollar amount, not a number of shares!
This is important: The NAV is not know when you’re actually making your purchase, (the quote at the bottom is the NAV at the last trading day). The quantity you enter is a dollar ($) amount. Then when your order executes, it will buy as much of the fund as you can afford with that amount.
2. Mutual fund orders execute when the markets are closed!
If you place a mutual fund order before 4pm New York Time on a trading day, your order will execute around 6pm. If you place your order after 4pm, or on a non-trading day, your order will execute around 6pm on the next trading day. If you place your order and decided against buying that fund, you can cancel your order on the Order History page.
3. You can own fractional shares of a mutual fund!
Since you’re buying a dollar amount, you will probably end up with fractional shares of a fund in your portfolio when your order executes. If you want to sell off your entire fund at once, click “Liquidate Position” on the trading page. You can create your own “mini” mutual fund with a company like Stockpile which allows you to buy fractional shares in individual companies.
Pop Quiz!
[mlw_quizmaster quiz=3]

 
 Getting Started
 What is an ETF
  Written by Kevin Smith 


ETFs are a fairly new way that you can buy a large group of stocks, assets, or other securities all at once. ETFs trade just like stock; you can buy and sell shares of an ETF throughout the day on an exchange.

Definition
ETF funds are not usually actively managed, instead they work like an index; the fund is established to track a basket of stocks or other assets in a certain pre-existing class. An example is the Spider SPY ETF: this fund is based on the S&P 500. This means that all shares of the SPY ETF represents a small piece of shares in the 500 companies in the S&P 500.
Almost all popular stock indecies have an ETF that tracks them these days, but that isn’t the only kind of index an ETF will follow. There are also ETFs that are designed to follow commodities; for example USO and OIL are based on the price of oil, and companies that mine/refine oil, while GLD and SLV follow the price of gold and silver, respectively.
ETFs are very useful because it is an easy way to buy a diverse range of assets all at once; you don’t need to worry as much about trying to ‘beat the market’ if you can buy the SPY ETF and be very close to matching the market’s performance automatically.
Types of ETFs
There are many different types of ETFs, but they all have one thing in common; they are designed to track a pre-existing index of some sort. Here are some of the most popular ones:
Stock Index ETFs
These ETFs track an existing stock index and attempt to replicate its performance. For example, SPY tracks the S&P 500, DIA tracks the Dow-Jones Industrial Average, the QQQ tracks the Nasdaq and IWM tracks the Russell 2000. There can be several ETFs that track the same index, since ETFs are issued by individual companies, some companies may want to track the same index as another.
Commodity ETFs
There are also ETFs designed to follow a basket of commodities. These ETFs are very popular with investors that would like to buy oil, for example, but do not want to start trading commodity spot contracts or futures. Some ETFs in this category are OIL for Oil, GLD for Gold, and SLV for Silver.
Volatility ETFs
Volatility ETFs are much more complicated; they are based on the “fear” of the market at any given time. Volatility ETFs are generally based off the VIX volatility index, which measures how much investors expect the market to move over the next 30 days. These are more complex financial instruments, and while anyone with a brokerage account can buy them, they are more difficult to manage and use.
Inverse ETFs
These ETFs work by doing the exact opposite as the ETFs above; their goal is to do the exact opposite of the index they are tracking. For example, the Inverse S&P 500 ETF SH tries to go down by 1% every time the S&P500 goes up by 1%. They do this by short selling and other financial derivatives. You may be interested in an ETF if you think the index you are tracking will be going down in the short term; for example you could want to buy an inverse Oil ETF if you think the price of oil is about to fall. It is a very popular way of short selling for investors who do not have a margin trading account.
Leveraged ETFs
Leveraged ETFs use a complex set of financial tools to double or triple the index it tracks; for example JDST tries to triple the returns of the Gold index it tracks, on a daily term. This means that if gold goes up by 1% today, the JDST ETF will be somewhere close to 3%. The opposite is also true, so if the index goes down by 1%, the leveraged ETF will fall by 3 times that.
Inverse leveraged ETFs also exist, which double or triple the inverse of the index they track. For example DWTI is an inverse leveraged Oil ETF; when oil goes down by 1%, it tries to go up by 3%.
Difference between an ETF and Mutual Fund
There are a few main differences between the two, but the biggest one to keep in mind is that mutual funds are actively managed (meaning there is a portfolio manager and a team of analysts actively buying and selling securities in the fund to try to get the best return given the mutual fund’s purpose), while an ETF is not actively managed; it follows a pre-existing index. This means that the underlying assets of most ETFs do not change much; the makeup of an S&P 500 ETF is not going to change much over time. Some other important differences are:
	ETFs trade on an exchange, just like a stock
	ETFs may have a slightly different value than the Net Asset Value (NAV) of its holdings; this means that it may be possible to buy an ETF for slightly less than the value of the securities it represents, making an opportunity for profit through arbitrage
	ETFs typically have lower fees than mutual funds
	It is often easier to keep track of the underlying assets in an ETF, since they do not change as much as mutual funds

Other Details
Just like a mutual fund, if an underlying asset of an ETF that you own pays a dividend, it is transferred to the ETF holding members (so you may receive an ETF dividend payment). ETFs can also split; usually this will happen once per year, with all ETFs created by a company having their split at the same time.

 
 Getting Started
 Why Invest In Stocks
  Written by Kevin Smith 



 Simply put, when you have money to invest for an extended period of time (like 20 years or more), the stock market historically has provided the greatest return.
When most people are able to save money, they usually put it in the bank. Banks usually pay interest on the cash in your account, so if you have $1000 in your savings account and the bank pays you 3% interest then at the end of a year you will have about $1030. Once the savings balance gets bigger, a lot of people hope to earn more than what the bank is paying in interest, so they invest in real estate, stocks, bonds, and/or gold.
Historical Returns of Investments
While no one knows for sure what will happen in the future, a look at historical returns shows how these different investments have performed over time.
Here’s a chart of average percentage returns for the 30 year period from 1988 to 2018:

Data Source: Portfolio Visualizer.com

From this chart we see that the stock market has performed the best – between a 9-fold and 11-fold increase, depending on the security types. Gold performed the worst – one major reason being that gold tends to go up in price during years where there is low inflation, and down in years with high inflation.
So what does that mean? Over time there is a HUGE difference between 10% and 2%. Here is another way to look at it–this chart shows the growth of $100 for the 46 years from 1972 to 2018.

 
So, would you rather have $401 or $1,612! That’s a big difference for just $100. For $10,000 the results would be exactly 100x or $40,100 versus $161,200.
Finally, this chart looks at average returns from 198 through 2018 and shows that the S&P 500 stocks were the best return, with a 12% average annual return – beating out both the large-cap stocks in the Dow Jones Industrial Average and the Small-Cap stocks in the Russell 2000 index.

In this table you also need to note the Standard Deviation column which measures the variance or volatility of the returns. It shows that Small Stocks also have the highest variance. This is why we say “over time” that stocks have the highest returns. If you looked at just one year or even five years, you might not see the same results because stocks are so volatile, but the longer the time period you have to keep the money invested the better it is to invest in stocks.
Summary
Simply put, if you want to maximize your personal net worth, if you want to be “rich”, if you want to be a “millionaire”, if you want to retire early–you must start saving and investing TODAY.
The earlier you get started, the more time your money has to grow.  And the more time it has to grow, the bigger it will become.
Understanding how the stock market works and how to invest is so important because it determines how much your net worth will be when you retire.  Are you going to leave your cash in your savings account at the bank all your life and earn an average of 3%?  Or are you going to invest it in the stock market and try to earn 11%?
Pop Quiz!
[mlw_quizmaster quiz=7]

 
 Getting Started
 Getting and Understanding Stock Quotes
  Written by Kevin Smith 


Definition
A stock quote represents the last price at which a seller and a buyer of a stock agreed on a price to make the trade. Because stock prices are determined by a continuous auction process between buyers and sellers, stock prices change frequently as the buyers and sellers change. Prices also change as new information about that company, that industry, or the economy becomes public; this new information then changes buyers and sellers expectations of the stock’s future performance.
Details
Usually when you get a stock quote, you see lots of other information about that company and that stock price. The most important thing to note is the time-stamp that shows you how old the stock quote is. The other important pieces of information a stock quote shows is the day’s high, low and volume, and sometimes the 52-week high and low.
Take a look at the quote of Apple. You will see at the upper right this quote is from 4:00 PM ET on May 26, 2017. The last traded price was 153.61, which is down $0.29 from yesterday’s close, and the day’s trading range is a low of 153.31 and a high of 154.24. IMPORTANT: NOTE THE OPEN PRICE OF $154.00 — STOCKS RARELY OPEN TRADING AT THE SAME PRICE THEY CLOSED AT THE DAY BEFORE.

The Stock Chart
After noticing the price and the daily high, low, and volume, take a look at the stock chart.  The chart above shows the stock chart for the last month.  Also click on the 1 Day, 5 Day, 3 Month and 1 Year links to see those charts.  It is always important to get a sense not only of what the stock price is doing today, but to also look for the short and longer term trends.
The Dividend Rate, Dividend Yield, and Ex-Div Date
Companies that are consistently profitable often pay out part of their earnings to shareholders.  This is called a dividend.  In the image above, Apple pays out $0.63 per share per quarter. The Dividend Yield is the percentage of the stock’s price that is paid out in dividends per year, so we can calculate that the $0.63 quarterly dividend is $2.52 annually.  When the stock is at $153.61 then getting that payment of $2.52 is a 1.641% dividend yield.  The Ex-Div Date is the date the last payment was based on.  You had to be a shareholder at the close of business the previous day to get that dividend.  Most companies pay dividends quarterly but list the annual amount.
Bid and Ask Price
When looking at a stock quote, also notice the Bid Price and the Ask Price if they are shown.  The Bid Price is the highest price a buyer is willing to pay for the stock; the Ask Price is the lowest price a seller is willing to sell the stock.  If you place a Market Order to buy the stock,  your order will get executed closer to the Ask Price.  If you place a Market Order to sell the stock, your order will get executed closer to the Bid Price.

Prices shown are often delayed 15 minutes because of stock exchange rules.
Pricing Increments
Stock prices used to be quoted in fractions like “$116 and a half”, or “53 and 3/4” with the lowest increment of an 1/8th of a dollar (which is 12.5 cents). But now most exchanges only use decimals and allow stock prices to be quoted in pennies (and sometimes 1/10 of a penny).  Stock quotes can either be in real-time or with a specified delay (like a 15-minute delay).
Stock Quote Components
Financial papers, web sites or newsletters have stock quotes that look something like those in the image below:

 
Columns 1 & 2: 52-Week High and Low – These are the high and low prices a stock was traded over the prior 52 weeks (one year period).
Column 3: Company Name & Type of Stock – This column provides the name of the stock’s company. If the name does not have special symbols or letters, it is common stock. Different special symbols imply different classes of shares. For example, “pf” would mean that the shares are a preferred stock.
Column 4: Ticker Symbol – A stock symbol or ticker symbol is an abbreviation used to uniquely identify publicly traded shares of a specific company’s stock on a particular stock market/exchange. A stock symbol may consist of letters, numbers or a combination of both.
Column 5: Dividend Per Share – This indicates the amount of money that a company pays per share. If it is blank, the company does not pay dividends to its stock holders.
Column 6: Dividend Yield – The percentage return to the stock owners in dividend per year. You can calculate it by dividing the annual dividends per share by the price per share.
Column 7: Price/Earnings Ratio – You can calculate this by dividing the stock price by current earnings per share from the last year. This is also called a P/E Ratio.
Column 8: Trading Volume – This is the total number of shares traded for a specific day, listed in hundreds. Of course you can figure the actual number traded by adding “00” to the end of the number.
Column 9 & 10: Day High and Low – This shows the daily highest price and lowest price that someone paid for the stock.
Column 11: Close – The close is the last trading price when the market closes. If the entire listing is BOLDED, then the price is UP or DOWN more than 5% from the prior day’s closing price.
Column 12: Net Change – This is the change in value for the stock price since the previous day’s closing price. When you hear that a stock is “up for the day,” it means that the price increased for the day.
Quotes on the Internet
Today most people get their stock quotes from the Internet. You can get a lot more information online than you can get from the newspapers. Many sites like StockTrak now offer historical financial statements, Wall Street analysts’ ratings, SEC filings, and amazing charting capabilities. You can try out the StockTrak quotes tool by clicking “Quotes” on the main menu.
Click here to see all Beginner Stock Trading Articles
Pop Quiz!
[mlw_quizmaster quiz=6]


 
 Getting Started
 Most Popular Mutual Funds
  Written by Kevin Smith 


Following is a list of the most popular (largest) mutual funds.
	Rank
	Symbol	Fund Name
	1
	PTTRX	PIMCO:Tot Rtn;Inst
	2
	FDRXX	Fidelity Cash Reserves
	3
	VMMXX	Vanguard Prime MM;Inv
	4
	VTSMX	Vanguard T StMk Idx;Inv
	5
	VINIX	Vanguard Instl Indx;Inst
	6
	CJPXX	JPMorgan:Prime MM;Cap
	7
	FCNTX	Fidelity Contrafund
	8
	VFIAX	Vanguard 500 Index;Adm
	9
	VTSAX	Vanguard T StMk Idx;Adm
	10
	CAIBX	American Funds CIB;A
	11
	AMECX	American Funds Inc;A
	12
	AGTHX	American Funds Gro;A
	13
	VIIIX	Vanguard Instl Indx;InsP
	14
	CWGIX	American Funds CWGI;A
	15
	AIVSX	American Funds ICA;A
	16
	POIXX	Federated Prime Obl;Inst
	17
	AWSHX	American Funds Wash;A
	18
	TMPXX	BlkRk Lq:TempFund;Instl
	19
	FKINX	Franklin Cust:Inc;A
	20
	DODGX	Dodge & Cox Stock
	21
	FIPXX	Fidelity IMM:Prm MM;Inst
	22
	VITSX	Vanguard T StMk Idx;Inst


 
 StockTrak Changelog
 Student-Only Rankings
  Written by Kevin Smith 


One of the most common requests we’ve received from professors is to remove themselves from the class ranking, leaving only student accounts. We have just as many professors who like to leave “benchmark” portfolios for students to compete against, keeping the competitions lively.
To accommodate both types of teaching, we are happy to announce a new class setting that will let you decide whether or not you want to appear in your class rankings – simply select “Yes” or “No” when choosing the rest of your class rules to keep yourself in or out of the rankings.


 
 StockTrak Changelog
 Open Positions Sorting
  Written by Kevin Smith 


The Open Positions on StockTrak have just gotten an upgrade.
Now from the “list” view, students can sort their holdings alphabetically, quantity held, price paid, last price, market value, or profit/loss. Simply click the column heading of the value you would like to sort by to instantly re-order your holdings by what matters most.

 StockTrak Projects
 Portfolio Management – Investment Club Learning Module
  Written by Ivan Whiston 


Aim
To construct and manage a portfolio of equities within the limitations of the scenario set out below. This will involve reading the financial press, interpreting information, analysing information and where appropriate speculating upon it.
Scenario
You are required to set up an Investment Club with the objective of constructing and managing a portfolio of shares. The members of the club have agreed to invest a total of £200,000. A non-active member of the club has contributed £100,000 of this total sum. The members of the club have agreed that half of the £200,000 will be invested in speculative short-term stocks and the other half to be invested over the medium/long term. All the members have taken the precaution of maintaining a substantial amount of liquidity in low risk investments such as building society accounts and therefore all the money is to be directed towards maximising the return on capital via an equity portfolio.
Activity
	Week 12. Team formation and role agreement. Three or four (Investment Club) teams will be formed per seminar group with each team agreeing specific roles for their members. Roles will need to be agreed bearing in mind 1st presentation requirements and thought also given to how these roles will change after this event.
	Week 25 or 26. Construction of the portfolio presentation (formative assessment).

Learning outcomes tested are 2, 3, & 4 (see page 10 for a full list of outcomes & descriptions)
At this event you will need to convince the non-participating member (tutor) who is prepared to invest £100,000, that the club is going to meet his/her expectations. Each team will have analysed their agreed market areas/sectors in line with their general strategies and objectives. It is expected that the economic and sector analysis will be of a good standard at the time of this event. Specific company analysis is not an important feature of this presentation but will need to be completed by the end of week 28. All available monies must be invested by Friday 4pm of week 28.
In order to reach an acceptable standard in this formative assessment element students should ensure that their team:
	Provide a clear insight into how security analysis and portfolio theory will affect the decision making process
	Discuss their strategies to be adopted and why (both group and portfolio), including aims/objectives that will enable the club to measure their group and portfolio performance
	Stipulate realistic legal and administrative processes that would be necessary/desirable in setting up the club. ‘Legal and administrative processes’ means justifying why you have decided for instance to form a partnership instead of any other type of business organization e.g. a limited company and how you go about setting up your chosen formation method e.g. do you need to all sign some form of partnership agreement – & can you compare yourselves with how a real investment club has set itself up.
	Demonstrate a reasonable standard of presentation skills within the time limit set.
	Each team will have a maximum of 15 minutes to complete their presentation. Pertinent questions may be asked at the end of the presentation (though time restrictions may prevent this) by the non-participating investor (tutor). The quality of the answers provided will be taken into account in the assessment.

Very good standard presentations will:
	Fulfill the pass criteria
	Complete a very good economic and sector analysis related well to the portfolio decision making process, including reasons why foreign economies will/will not affect strategies/decisions
	Provide an overview of foreseeable challenges and how they will be overcome. ‘foreseeable challenges’ will probably be most associated with either your ability to work effectively as a team or concerned with the strategies/analysis you intend to put into action – but could be other things like the challenge associated in achieving your own set performance targets. Challenges will differ in type and degree from team to team.
	Demonstrate a very good standard of presentation skills within the time limit set.

The criteria required to achieve each grade is shown in appendix 1
	Weeks 28 – 34. Progress reports to be submitted to the tutor every two weeks during this period (submit reports in weeks 28, 30, 32 and 34) at the place and time specified and in the prescribed form (see appendix 2). No further trading will be expected after week 35 though students can continue to monitor their portfolio performance if they wish up to their final presentation in the third term. During the trading period it is advisable to keep a ‘client’ file, containing details of the portfolio from its initial inception to the current position. The information contained within the file could include:	The group’s strategies
	When and why buying and selling transactions were carried out
	An evaluation of the portfolios performance.



This file is for your own group records and will not be viewed by the tutor. However it will be useful in keeping a detailed record of the Club’s activities. This in turn will provide useful background information for the 2nd presentation event and assist in preparation for the exam.
	Weeks 38 or 39. Running the portfolio presentation (formative assessment)

Learning outcomes tested are 1 -5 (see page 10 for a full list of outcomes & descriptions)
Each team will have a maximum of 15 minutes to complete their presentation. Pertinent questions may be asked at the end of the presentation by the non-participating investor (tutor). The quality of the answers provided will be taken into account in the assessment.
The criteria required to achieve each grade is shown in appendix 3. Note that this is a formative assessment and the grades awarded do not contribute towards your module grade.

 StockTrak Projects
 Portfolio Management – Various Scenario Simulations
  Written by Arthur Miyamoto 


Stock Trak – Week  1 Assignment 
You are a portfolio manager at a private bank and have recently been assigned three new Naples based clients. 
	Martha is 30 years old. She is a single parent and recently inherited a large sum of money. She is looking to buy a home in three years or less, save for her daughter’s college, plan for retirement.
	Keith and Debbie are both 45 years old, married, with two children. They both work and have retirement plans but don’t know anything about them at all. They are concerned about future college expenses and retirement.
	Bernie is 68 years old. He has been retired for 4 years. He owns his home outright (i.e., no mortgage).
	Using Exhibit 2.1 of the text (page 35 or see below), create three portfolios suitable for each client. Each portfolio has a value equal to $500,000. The clients only want to invest in US assets.

 
Required Paper Discussion: 
	Describe each of the clients, their needs and objectives.
	Describe why you chose the assets in the portfolio.
	How did you decide the amounts to invest into each asset?
	During this first week, you must make at least two trades/position adjustments. You are not constrained to the minimum number of trades. Describe what you traded, why and the portfolio results.
	How often do you expect to trade in each of the accounts?


Stock Trak – Week  2 Assignment 
Changing the portfolio 
Martha was looking at textbooks in the Hodges University bookstore. She came across the Investment Analysis and Portfolio Management book we use in class. In particular, Exhibit 3.1 caught her attention.

Martha has decided that she wants to change her portfolio around some.
	First, she wants a global portfolio. You know, “the US is sort of small.”
	Second, I want active management because “I hear that a good portfolio manager can make me money. And you’re good, right?”
	So you must actively trade her portfolio during the rest of the term. Martha’s expected portfolio turnover is 30% per week.
	You are not allowed to sell something and then buy it back that same week. You must sell and buy different assets.
	You are allowed to sell something one week and buy it again if more than one week of trading has passed.

 
To help you find some ETFs, in addition to Stock Trak, you might look at:    http://etfdb.com/types/ Stock Trak – Weeks 3, 4, 5, 6 Assignment EVERY WEEK for Martha’s portfolio:  
	Present a summary log of the trades you did.
	Portfolio Values: Current, Last week, Weekly change, and Inception to Date Change (ITD).
	A short discussion on all the trades you did, what and why you traded. 

 
Additional Rules: 
	Ensure that Martha’s portfolio has a 30% WEEKLY turnover 
	You are not allowed to sell something and then buy it back that same week. You must sell and buy different assets.
	You are allowed to sell something one week and buy it again if more than one week of trading has passed.
	For ETF’s, you might refer to: http://etfdb.com/types/

 
Example:
Martha:  Current value = $XXX   Last Week Value = $YYY  Weekly Change =  $$$$ and HPY   ITD =  HPY  
Trades:  what you bought and sold, INCLUDE Dates and Prices 
(Note: Sum Total of Buys must equal 30% of the prior week’s value at a minimum.)
 
Short story – on why you did the above 
 
Using the closing prices for Friday Oct 21, 2016 – do your final calculations. 
 
 
Review the performance of the portfolio. Show: 
	 At the top of the paper, include a table that shows: 	 Total Portfolio Value 
	 Total Portfolio Return 
	 Total Number of Trades 
	 Sharpe (available on Stock Trak) 
	 Alpha and Beta (available on Stock Trak) 


	 Discussion (i.e., essay): 	 The SPY (S&P 500) closed on Sep 13 at 212.16. 
	 What was the closing value of SPY on Friday Oct 21? 
	 If Martha’s entire portfolio ($500,000) was invested into SPY at Sep 13’s closing value (price = 212.16), how many shares did she have? Do not include fractional shares. 
	 Assume the interest earned on this benchmark portfolio was zero. What is the SPY portfolio worth as of Friday’s close? 
	 How does your portfolio compare to that? 


	 Using the values from Stock Trak for Sharpe, Alpha and Beta FOR YOUR PORTFOLIO – 	 Discuss what those values mean. 
	 Using this information, what can you say/extrapolate about your portfolio risk and return? 


	 Discuss your portfolio’s performance 
	 Lessons learned 
	 Include references when appropriate. 

 
 

 StockTrak Projects
 Investments – Security Analysis Project
  Written by Stephen Huffman 


Stock-Trak Project
Requires weekly trades, explanations, and a final report (22% of total grade).
Two portfolios are tracked for each student. One portfolio is passively managed after the first week, and the second portfolio is actively managed given weekly requirements. The portfolio has a total return objective.
Week 1 (trades from Feb 8 through Feb 12)
Students purchase (broad index) ETFs to construct a portfolio that is consistent with the following asset allocation guideline (at market value).   For the fixed income portion of the portfolio, students use a combination of Treasury Bonds and fixed income ETFs (or ETNs).   Limit the amount invested in only one ETF or ETN to $100,000. Commodities can be purchased in the cash market (corn, wheat, gold, silver, and major currencies) or using an ETF; however, the real estate exposure must be obtained using an ETF on a broad real estate index. The passive and active portfolios should be established with approximately the same holdings and weights (i.e., same trades and same returns during the first week). I suggest placing these initial orders when the market is open (i.e., after 3 pm). The passive portfolio should not need to be adjusted during the remainder of the term.
	Asset Class	Target	Minimum	Maximum
	U.S. Large Cap. Stocks	40%	30%	75%
	U.S. Small Cap. Stocks	10%	0%	25%
	Non-U.S. Stocks	20%	0%	25%
	Fixed Income	20%	15%	60%
	Real Estate	3%	0%	10%
	Commodities including currencies	3%	0%	10%
	Cash and equivalents	4%	0%	15%

Week 2 (trades from Feb 15 through Feb 19)
Stops, shorting and buying on margin
	For the active portfolio, establish at least three stop loss orders for the ETFs in the existing portfolio (e.g., set the stop price at about 10% or more below the current price).
	Students establish a margin account by borrowing funds (i.e., in Stock-Trak, the margin loan occurs automatically when more securities are purchased than the cash that is available and/or by short selling). That is,

(a) buy additional shares of at least three ETFs in the existing portfolio (purchased in the first week) and
(b) short sell a health care sector ETF. The sector ETF will reduce your exposure to health care.
	Target the active portfolio value to be at least $1,400,000.

Week 3 (trades from Feb 22 through Feb 26)
Rebalancing and buying mutual funds, levered ETF and an ultra-short ETF
	Replace (i.e., sell) 20% of the large cap ETFs by purchasing an index mutual fund, and sell 20% of the small cap ETF by buying an actively managed small cap mutual fund(s).
	Increase the systematic risk of U.S. securities by selling regular broad index ETF and purchasing levered ETF like those from ProShares (e.g., Ultra S&P 500 with ticker of SSO).
	Reduce exposure to international equities by purchasing an Ultra-Short ETF like those from ProShares (e.g., Ultrashort MSCI Japan with ticker of EWV).

Week 4 (trades from March 1 through March 5)
Based on expectations of commodity prices, currencies, and interest rates, establish futures positions in commodity, currency, and bond (avoid purchasing a contract that is expiring in the current month).
	Use futures contracts to increase (or decrease) the percent of commodities and non-U.S. currencies in the active portfolio by at least 3% of the total value of the portfolio (e.g., if the current portfolio value is $1,500,000, then increase holding of a commodity by an additional $45,000 based on the notional, or contract, value of the futures contract).
	Increase (or decrease) the interest rate risk of the active portfolio by using a bond index futures by at least $100,000 in notional value. That is, buy T-bond futures to increase interest rate risk and sell to reduce interest rate risk.

Week 5 (trades from March 8 through March 12)
Futures transactions in equity market and adjustments for sector weightings (avoid purchasing a contract that is expiring in the current month)
	Based on expectations for the equity market, increase (or decrease) the systematic risk of the portfolio by using index futures (by buying or selling equity index futures). If the portfolio does not have sufficient cash for the margin required by the futures contract, then shares of ETFs will need to be sold.

	Adjusting sector weighting, leveraging and buying short positions. Establish sector over-weighting and under-weightings using ETFs or mutual funds in the portfolio for at least two additional sectors. Students can reverse the health care position from prior transaction.

Week 6 (trades from March 15 through March 19)
Option returns versus stock returns
(Avoid purchasing a contract that is expiring in March)
	Purchase three individual stocks by selling the appropriate ETF(s).
	For each stock, purchase an out-of-the-money call.
	For each stock, purchase an in-the-money call.

This is not an option strategy; however, I will want comments in the final report on the impact of buying an option compared to buying the individual stock (keep track of the returns on the stock (include dividends) and call options). See D2L announcement note for option symbol used in Stock-Trak.
Week 7 Spring Break
No required trades (from March 22 through March 26), but can trade to rebalance
Week 8 (trades from March 29 through April 2)
Basic Option Strategies  
(see D2L home for an announcement related to option symbols)
	Purchase two additional individual stocks (at least 100 shares) by selling the appropriate ETF(s). For each stock, purchase a put option to establish a protective put position.
	Purchase two additional individual stocks (at least 100 shares) by selling the appropriate ETF(s). For each stock, write a call option to establish a covered call position.
	Purchase a put option for one of the ETFs to establish a protective put position.
	Sell a call option for one of the ETFs to establish a covered call position.

Week 9 (trades from April 5 through April 9)
Advanced Option Strategies
	Establish a long straddle and a short straddle for two different stocks that are not currently in the portfolio. A long straddle requires the simultaneous purchase of a call and put for the same strike price, and a short straddle requires simultaneous writing of a call and put for the same strike price.
	For an individual stock not currently owned, create a Bull (or Bear) Money Spread (go to trade options − spreads and buy a call and write a call, where the call purchased has a lower strike price than the call that is sold).
	Purchase 3 individual stocks (that are new to the portfolio).  For each of the 3 stocks, create a collar.  A collar is basically a protective put plus a short call option.  Alternatively, a collar can be thought of as a covered call with downside protection. For each of the new stocks, buy an out-of-the-money put and an out-of-the money call for the same expiration month.  For example, immediately after purchasing a stock for $100, go to trade option and then to combo and buy a put option with a strike price of $95, and write a call option for $105.

Week 10 (trades from April 12 through April 16)
Trade at least ten individual stocks, of which at least two are from a foreign exchange and two additional securities are ADRS trading on a U.S. exchange; otherwise, there are no restrictions beyond Stock-Trak’s margin loans (trade as much as desired, but save enough transactions to close derivative positions and short positions in Week 12).
Week 11 (trades from April 19 through April 23)
After the in-class presentations, students are required to:
	Buy 3 and short sell 2 of the stocks that were presented on Tuesday, and
	Buy 3 and short sel1 2 of the stocks that were presented on Thursday.

Begin to close derivative positions (especially those with low volume).
Week 12 (trades from April 26 through April 30)
Rebalance the portfolio to be within the asset allocation guidelines after closing all derivative positions and short positions (volume may be an issue for closing some of these positions—try several times during the week for low volume issues).
Every Week
On Tuesday of each week, each student is required to turn in a summary and explanation of the trading activity in the active portfolio for the prior week (1 or 2 brief paragraphs). The top 5 portfolios based on total portfolio value will receive 5 bonus points, and the bottom five will lose 5 points (this is to prevent excessive risk taking).
The Weekly Stock-Trak summaries are turned into the dropbox in D2L as a word file and must contain the student’s name and indicate the report week (minus 5 points name or report week, if missing). Each student summary requires (no image files or print screens):
	an explanation of trades made,
	a comparison of the returns of the active portfolio to the passive portfolio,
	completion of the statement: “This week, the most important insight gained (or technique learned) was . . . .” , and
	proper citation of sources used in gathering the information used in the trade decisions.

Stock-Trak Presentation
A two to three minute PowerPoint presentation is required (assigned for either day 25 or 26, which is either May 4 or May 6). The presentation is due to a D2L dropbox on the presentation day and will summarize each student’s trading over the 12 weeks with slides that describe (or outline) the following:
	Worst trade
	Best trade
	Most important insight gained from Stock-Trak

Final Stock-Trak Report
The final Stock-Trak report will include a discussion and analysis of the fund’s performance by comparing the active portfolio to the passive portfolio (and/or a major index). A summary of the individual stock trades and their performance is required. Students with portfolios with open positions in a derivative security will not be eligible for the bonus points.
Students with portfolios with open positions in a derivative security will not be eligible for the bonus points, and will have 5 points deducted from their score.
Final Stock-Trak Report: The report is required to be in a research paper format, which is organized using the following Template/outline and includes a discussion and analysis of each of the following:
	A comparison of daily returns of the active portfolio to the passive portfolio over the trading period (downloads daily portfolio values from Stock-Trak to an Excel spreadsheet, remove weekends, calculated daily returns).	Calculate and compare arithmetic and geometric means (daily and annualized).
	Calculate and compare volatility measures; i.e., standard deviation (daily and annualized), range, coefficient of variation.
	Compare other characteristics of the return series (i.e., skewness and kurtosis).
	Calculate and discuss the correlation between the active and passive portfolio (does the correlation seem reasonable, given the trading in active portfolio?).
	Regression of Active (y-axis variable) vs. Passive portfolio (x-axis variable) returns.	Intercept: What is the intercept’s value and is the intercept significant at the 5% level? Note: that the intercept is similar to the Jensen’s alpha.
	What is the value of the beta coefficient and its interpretation?


	Calculate and compare the HPR over the trading period for the active and passive portfolios to the S&P 500. Does the relationship seem reasonable given the risk associated with each portfolio/index?
	Are markets efficient, nearly efficient or inefficient? (justify the response based on your trading)


	A comparison of the holding period return of the three stocks that were purchased relative to the three out-of-the money call options and the three in-the-money options on the same stocks.	Total investments in each stock, out-of-the money call, in-the-money call (include margin)
	Total return on stock (include dividend if one was paid) and each call option
	Compare the HPR on each stock and the corresponding options
	Conclusions from options trades


	Examples of impact of risk and return from the following trades:	Protective puts
	Covered calls
	Other option strategies
	Use of futures contracts


	What were the most important insights gained from the Stock-Trak simulation?	From your trading strategies (required and/or otherwise)
	Market trends and conditions during the 12 weeks
	Overall


	Given the rules and quirks of Stock-Trak, how can the classroom experience be enhanced?

Appendices should include:
	Data used in Excel spreadsheet (include arithmetic and geometric returns, daily means and annualized means and standard deviations)
	Chart of daily portfolio values of active versus passive portfolios
	Chart of daily returns of active versus passive portfolios
	Descriptive statistics of the daily returns
	Regression output of daily returns of active versus passive portfolios

Click Here for the full course outline and how this project fits in

 StockTrak Projects
 Economics – Equity Markets and Institutions
  Written by Brian Betker 


The primary goal of the project is to gain an understanding of the investment process by becoming an interested participant. Students will participate in a portfolio simulation exercise by trading an initial wealth of $500,000.
Can we play the game in a group?
You can form groups of two, or play the game on your own, as you prefer. Each group of two needs only one Stock-Trak account.
What is the goal of the investment simulation?
Your goal is to maximize your risk-adjusted return, defined as the Sharpe ratio of your portfolio. Requirements for each student include: (1) tracking the performance of their portfolio each week through the semester; (2) being prepared for classroom discussion of macroeconomic, financial market, or other news events that might affect the risk and return of their portfolios; and (3) producing a report analyzing the performance of their portfolio over the semester. More details about the report are on the next page.
If it’s a game, who wins?
I’d like to think we’re all winners, but the investors who achieve the highest risk-adjusted return (as measured by the Sharpe ratio of their portfolio) will get an extra 5 points on their (50 point) Stock-Trak Report #3.
What assets can we trade?
Only common stocks, mutual funds and ETFs can be traded in the game (no bonds, no derivatives, no exceptions).
How do we trade?
Stock-Trak offers Web trading; details are in the registration materials or on the Web. Your account is limited to 200 trades for the semester; market orders and limit orders are allowed.
Do we ha-a-a-ve to trade? (often asked in a whiny voice)
Yes. Each investor group must execute at least 20 trades (defined as a purchase or short sale of a stock, mutual fund, or ETF) over the course of the game. For each trade short of this goal you will lose 2 points on your (50 point) Stock-Trak Report #3. See the Stocktrak Strategies handout for some ideas on how to get started. Note: a purchase and subsequent sale of a stock counts as one trade.
How do we track our performance?
Tracking your weekly performance using Stock-Trak’s web site is the best way to go. Registering and setting up a portfolio list in Yahoo! Finance (or any other financial web site that you are familiar with) seems like the easiest way to keep track of real-time news about any stocks that you have traded.
What should we do right away?
	Download and read the Stock-Trak rules (link is on class page).
	Register with Stock-Trak (on their Web site) as soon as possible to get ready to trade.
	Begin tracking the week-to-week performance of both your portfolio and your benchmark, including saving any news items you find regarding your stocks. Friday closing values will be needed to write your reports.
	Collect print or Internet articles that discuss your stocks and/or investment strategies. These will come in handy, for reference purposes, in writing your reports.
	Do not hesitate to talk to me about any issues or questions I have omitted.

A Brief yet Helpful Guide to the TPS[1] reports
For all reports, graphs, tables and charts that support statements made in your report should be placed in an appendix and should not be included in the page count for the report.
Report 1 (due 10/7; 2 pages max) 6% of final grade
	Discuss your beginning portfolio strategy and security selection process. What index are you going to try to beat with your stock picks? Why did you pick that index?

	In an appendix, present a “timeline” or chronicle of each of your trading decisions, and the thought process behind each trade. If you used a stock screener to pick stocks, be specific about the screens you used.

Report 2 (due 11/4; 2 pages max) 6% of final grade each
	How did your portfolio/stock picking strategy change during this session, either in response to concepts discussed in class, or in response to economic (market, industry, or company-specific) events during the semester?
	In an appendix, present a “timeline” or chronicle of each of your trading decisions, and the thought process behind each trade. If you used a stock screener to pick stocks, be specific about the screens you used.

Report 3 (due 12/2; 5 pages max) 13% of final grade
Your final report should contain three main sections:
	Returns analysis

	Compute the average weekly return on your portfolio and your benchmark.

	Did you beat the benchmark you selected at the beginning of the quarter?
	Which three securities were your biggest winners? Which three were your biggest losers? Measure winners and losers in percent, not dollars. What were the firm-, industry- or market-related events that led to the extreme performance of these six stocks? Be specific. You may include print or Internet articles that support your analysis in your appendix.

	Risk analysis

	Compute the s of your portfolio’s and your benchmark’s weekly returns, as well as your portfolio’s b (using your benchmark index as “the market”).
	On a risk-adjusted basis, did you beat your benchmark? Compute both the Sharpe ratio and Treynor measure. Which of these measures is most appropriate for evaluating your performance? (Think about what the R2 of your portfolio beta regression tells you about this last question.)
	Compute your up-market and down-market betas. Were you good market timers or bad market timers?

	Conclusions

	Conclude with a critique of your portfolio – what would you have done differently knowing what you know now? This does not mean using perfect hindsight to decide what stocks you should have purchased! Rather, suppose you were starting Stock-Trak today. Given your current knowledge of the stock market compared to earlier in the semester, what would you have do differently in terms of your portfolio strategy and your security selection process? What lessons from the game will be useful as you save for retirement?

Remember that NONE of the project grade is related to how much money you made or lost! Your grade will be based on a clear and concise discussion of what happened during the semester. Good reports will also successfully incorporate concepts highlighted in the course.
[1]TPS = Tracking the Performance of Stocks. Be sure that your reports have the right cover page.

 StockTrak Projects
 Portfolio Management – Investment Principles and Analysis Project
  Written by Carl Hubbard 


SECURITY ANALYSIS PROJECT
The requirements of the security analysis project are the following:
1. form a team of three students for the project
2. as a team choose a stock from the attached list of companies
3. complete an analysis of the stock to determine its acceptability as an investment
4. present your formal analysis and investment recommendation to the class
5. submit the analysis and recommendation to the instructor in the form of a research paper
The basis for your team’s recommendation should be a fundamental analysis of the company and the stock as an investment. You may want to extend the analysis by including a technical analysis of your stock – charting the price, volume, indicators, and so forth. I encourage your creativity in this project. You must remain scientifically objective and not identify with or become an advocate for the company you are analyzing.
Your presentation and written report must have the following minimum content:
	A description of the company, its products and services, recent events that are relevant to the valuation of the company, and recent trends in sales and earnings.
	An analysis of current macro-economic and that are relevant to the company. You might consider discussing current monetary policy, interest rates, inflation, business cycle conditions, and any other macroeconomic subject that is relevant to value of the company you choose.
	An analysis of stock market conditions including recent returns on stock market indexes and average valuation ratios such as P/E ratios of stock market indexes.
	An analysis of the industry, i.e., degree of competition, growth of industry-wide sales, profitability of competitors, life cycle stage of the industry, Porter’s five factors, and P/E ratios of competing companies.
	A complete analysis of the company’s financial statements for a minimum of the most recent three years of available data including a comparison of the company’s ratios to most recent year’s peer company average ratios. Complete the ratio calculations yourself. Do not copy them from another source.
	A pro forma income statement analysis that includes a forecast of revenue for the coming year, major cost and expense categories, earnings, earnings per share, and dividends. Rely on your own forecast. Do not base your analysis on a sales or earnings forecast from a secondary source such as Value Line.
	A valuation of the stock or a range of values that would provide a basis for an investment decision. Include the assumptions you make and your calculation steps. You may calculate the stock’s required return from an SML or APT equation.
	An unambiguous buy or sell investment recommendation based on your analysis.

You may add content to the list above, but do not omit any of items 1 through 8 from your paper. Your team’s presentation should include relevant charts and graphs, but be sure you discuss the relevance of those exhibits in your paper if you present them. You may use Power Point for the presentation with the computer data projector.
In order to be complete, your paper must also include the following:
	complete citations of sources within the narrative of the paper;
	a complete bibliography or list of references presented in a style among those that are made available by the Coates Library at http://lib.trinity.edu/research/citing/index.shtml;
	a copy of the company’s most recent balance sheet and income statement from the company’s most recent annual report to shareholders.

A paper without citations is incomplete and will will receive a grade of F. If there a citiations that are missing, I will give you an opportunity to add them to your paper and grade the paper as a late submission. If you have any questions on how to cite a source, please ask me for assistance. Your word-processed, error-free paper is due in my office no later than 5:00 p.m. on the day of the presentation. Late papers will be penalized a letter grade per day. I do not accept emailed papers. The length of your paper should be about 15 double spaced pages of 12 point type exclusive of references and appendix documents.
Among your many references there must be references to the following sources: the company’s most recent annual report to stockholders, the most recent Value Line analysis of the company, S&P Industry Survey report on the industry, and an S&P Outlook report on current and expected economic conditions. Both Value Line and S&P are accessed through the library’s website.
Finally, this is a pledged assignment for all team members, and your paper must be original and not reused from any other course without my permission.
The class will evaluate the presentations including whether they agree with your recommendation. Members of the teams will evaluate each other, and I will grade the papers. A student’s grade on the project is the weighted average of the presentation grade (1/3) and the grade on the paper (2/3). Peer evaluations may be used by the instructor to adjust project grades or final grades for individuals.
Participation in this project is not optional, and the instructor reserves the right to adjust individual grades on the project to reflect participation. A student who is not a full participant in the security analysis project may be dropped from that team and given a grade of zero on the project.
Click Here to see how this project fits in to the full course.

 StockTrak Projects
 Investments – Analysis Project
  Written by Cherrie Clarke 


The purpose of using Stock-Trak is to give you a better understanding of portfolio management. You will also learn a variety of financial instruments and their risks and rewards in the real world. The simulation will span the semester – hardly enough time for you to demonstrate your financial prowess to your classmates. Rather, the goal is a rich learning experience.
Your Goal and Measurement
Your clients have entrusted you with $1,000,000 for a period of 10 weeks. If they are satisfied with your performance, they will extend their relationship with you. They are expecting you to invest their money wisely and profitably. While your clients crave high returns, they also enjoy sleeping at night and dislike losses. Specifically, they are concerned about the following criteria with the following weights:
• Absolute return (18%): The total dollar increase in the portfolio over the ten week period
• Risk-adjusted return (23%): The return on the portfolio taking into account the level of risk assumed by you, as measured by the Sharpe ratio
• Maximum draw down (23%): The largest dollar decrease in the portfolio from peak to trough during the ten week period
• Number of days to recover from maximum draw down to high-water mark (18%): The high-water mark is the peak value of your investment portfolio over the period
• Number of days that returns are negative (18%)
Your clients are also evaluating other portfolio managers, all of whom happen to be in the FnEc 261 class (amazing coincidence). At the end of the ten-week trial period, they plan to rank order each of the portfolio managers on the criteria above, weighted by the weights above, to determine the best portfolio manager. A ranking of 1 indicates first place. Therefore, the lowest score will identify the best portfolio manager.
Selecting Your Team
You have the choice of managing your portfolio yourself or teaming with one other classmate for the Stock-Trak experience. If you are new to investments, having a partner to help you and challenge your thinking may be beneficial. Your choice.
Schedule
Date Event
1/27 Stock-Trak opens for trading
Practice trading for the next two weeks
2/92-3 pg. Philosophy, Process and Portfolio Statement Due
Competition begins, accounts reset to $1 million
4/20 Stock-Trak trading ends
4/22 3 pg. Final Stock-Trak Debrief Paper due
Practice for Two Weeks
Notice that Stock-Trak is open for trading on 1/27/10, but the competition does not begin until 2/9/10. I encourage you to use the two-week trial period to fully understand the software, try some strategies, and get a feel for the market. Your portfolio will be evaluated beginning on 2/9/10. It will be reset to $1 million on that date.
Portfolio Management Constraints
• Each position you take in an asset must be a minimum of 5% of your assets and a maximum of 10% of your assets.
• Cash must not exceed 20% of your portfolio at any time. We want you invested, not sitting on the sidelines.
Philosophy, Process and Portfolio Statement
This 2-3 page double-spaced paper is due on 2/9/10. Ideas for a PPPS are posted on OAK under Stock-Trak. In addition to your philosophy and process, please include the initial positions for your portfolio and your allocations to each position within the constraints above.
Sources of Information for Investors
Sources that you may find to be particularly valuable for your research include:
• Yahoo Finance: finance.yahoo.com
• CNBC: http://www.cnbc.com/
• Wall Street Journal: www.wsj.com
• New York Times: www.nyt.com
• Investopedia: www.investopedia.com
• Walker Management Library: Walker Management Library Research Links for Managerial Studies Students
I encourage you to e-mail Jeff Berry jeffrey.s.berry@vanderbilt.edu with questions regarding Stock-Trak and/or advice about your portfolio.
Final Stock-Trak Debrief Paper
A three-page, double-spaced paper about your Stock-Trak experience will be due at the end of the semester. Please address the following:
• Which positions exceeded your expectations? What factors created the gap?
• Which positions underperformed for you? What factors created the gap?
• What are the key things you learned from your Stock-Trak experience?
• How will your Stock-Trak experience influence your personal investing in the future?

 StockTrak Projects
 Agriculture – Marketing Project
  Written by Dawn Thilmany 


Specifics
• Point Value: 150 points
• Groups of two or three
• Trading occurs between 09/09/13 – 11/15/13
• Reports are due by 5:00 PM on Thursday, November 21, 2013
• Responsible TA:
Anders Van Sandt will be your key contact for questions and issues relating to the StockTrak project, and how to use the website.
I. OBJECTIVES:
	To acquaint you with sources of market and price information available for farm products.
	To assist you in understanding the role and operation of agricultural commodity markets.
	To give you practical experience in commodity market trading.
	For the student to apply the concepts and tools presented in the course to identify logical chains of causes and effects determining price changes in agricultural commodity markets.

II. COMMODITIES AND PRICES USED IN THIS TERM PROJECT:
For this term project you may trade any of the futures contracts listed on the StockTrak page; however, you will have to do an analysis of your transactions, so it is recommended that you trade in commodities for which you can find information and for which you have an interest.
III. SIMULATION PROJECT REQUIREMENTS:
A. General Requirements:
You will want to approach the trading with the objective of making the greatest amount of money since this is the objective of speculators in the market. However, remember that the objective of the project is for you to learn about the role and operation of agricultural commodity markets. The focus of the evaluation of your term project will be on your analysis of the markets. Extra credit will be given out to the top five teams who make the greatest amount of money, and made at least 10 trades.
B. Specific Requirements:
1. Trade in ALL available commodities, but at least 6 trades must be in agricultural commodities. (See the “Trading Instructions” listed below to determine how to go about trading.) Your final report will include all the trades that you made during the semester.
2. Prior to entering a trade, research the commodity so you can justify why you entered into that particular trade. You will want to maintain a journal of articles used for research (WSJ, popular press articles, etc.) for the final report.
3. For each trade, present a fundamental analysis in this form: Ex ante analysis: where you explain the reasons why you made the trade. Be sure to relate national and international events that lead you to make the trade you did. Ex post analysis: explain what happened to the commodity price after you purchased/sold the contract. Did prices move in the direction you were expecting? If not, what happened? Explain.
4. Always start your fundamental analysis with verifiable facts, and appropriately reference the sources. Once you have laid out the facts, you can start explaining how you interpret them (how you expect these facts to influence prices). If you do not include at least one verifiable fact, the trade will not count. Do not reference what your uncle John has told you about the commodity markets. It does not count.
C. Written Reports:
The written report should be 5-6 pages in length (excluding title page, list of trades, any tables and/or charts, and references). The format for the written report: (double-spaced, typewritten, font size 12, margins of 1 inch, Times New Roman, Align Left):
a. Title page
b. Body of paper (please use headings)
1) Introduction
2) Trades:
The reasons why you entered into that particular trade; be sure and relate national and international events to the expected changes in prices of your futures contracts and thus to the expected profits.
3) Conclusion:
Did you make or lose money, what did you think of your experience speculating in the futures market, etc.
c. Reference page
1) Use MLA guidelines (for examples, see the following webpage: http://www.aresearchguide.com/12biblio.html
d. Appendix:
1) List of trades including:
a. commodity (i.e., December 2017 Corn)
b. dates bought and sold
c. quantity
d. prices bought and sold
e. amount gained or lost
2) Charts/Graphs (optional)
GRADING
This project will be graded as follows:
a. Title page (5 points)
b. Write a summary of your trading experiences
i. Market & Economic Analysis (80 points)
ii. Grammar (20 points)
c. Reference page (25 points)
d. Appendix (20 points)
IV. TRADING INSTRUCTIONS:
1. Your group will have a common password and account number. As instructor, I will have access to your trades and will be able to monitor your progress through the game.
2. You are required to make a minimum of ten round turns. (NOTE: This means that you must make at least five buy and five sell decisions.) The purchase or sale of two contracts of corn on a certain day is one, not two, decisions. Trade as often as you like; five is just the minimum; the more you trade, the more comfortable you will become with futures contracts. You are to close all trades by November 8th (i.e., you will offset all contracts).
3. You may start trading on September 4th and all trades must be completed by
November 8th.
4. You will have an initial capital level of $500,000 for trading. Out of this capital base you must pay commissions, post margin, and cover any losses.
5. You are not allowed to buy more capital. You may hold up to 25% of your initial endowment in any one commodity.
6. You are NOT allowed to day trade for more than half of your trades, and if you are not familiar with markets, you may not want to trade with this strategy.
7. Keep a record of all of your transactions for your personal use as you will be asked to report your trades in your written report.
Final Note:
You are free to trade in any of the futures contracts or options, and you may use limit orders, stop-loss orders, or spread orders, however, you are on your own for these. You are NOT allowed to trade STOCK, BONDS, and MUTUAL FUNDS.

 StockTrak Projects
 Portfolio Management – Fundamental Analysis Project
  Written by Denver Travis 


The goal of this assignment is to apply the fundamental analysis tools that we have studied. We will use these tools to analyze a firm’s fundamentals and then come up with a trading strategy.
	First choose a publicly traded company that you would hypothetically want to analyze/track/invest in.
	Using a financial news website such as the following, look up the financial statements of that company. (There are other places to look; it’s your choice.)	http://moneycentral.msn.com/investor/invsub/results/statemnt.asp
	 www.valueline.com (when on a campus computer)


	Using the Constant Perpetual Dividend Growth Model, the Residual Income Model, the P/E ratio, the P/CF ratio, and the P/S ratio, perform valuations on or predictions of the firm’s stock price.	For the Constant Dividend Growth Model, find current dividends per share, D(0), from the income statement. Estimate the dividend growth rate, g, or find it on the ratios/statements pages. Estimate the discount rate, k, using the CAPM. (Note: Some stocks don’t pay dividends. If that is the case, then state that and skip the dividend model.)
	Residual Income Model: Find or estimate the EPS growth rate. Find book value per share on the balance sheet. Use the discount rate, k, from part a.
	P/E ratio: Find or estimate the EPS growth rate. (You can use the same EPS growth rate from part b.) Predict next year’s EPS. Then predict next year’s stock price using the average P/E ratio. (Use the average P/E of the last few years.)
	P/CF ratio: Find or estimate the CFPS growth rate. Predict next year’s CFPS. (You can use Cash From Operations on the Cash Flow Statement to approximate operating cash flow.) Then predict next year’s stock price using the average P/CF ratio. (Use the average P/CF of the last few years.)
	P/S ratio: Find or estimate the SPS growth rate. Predict next year’s SPS. Then predict next year’s stock price using the average P/S ratio. (Use the average P/S of the last few years.)


	Now for the fun part! You now have as many as five different estimates for the stock value based on part 3. Compare your estimates of stock value to the current actual stock price (on Yahoo Finance or other). Make a prediction about whether the stock is underpriced or overpriced (i.e. whether you should buy it or short it).
	5. Once you’ve made your prediction about the stock price direction, go to Stock-Trak and make the appropriate trade. Remember, you short sell if you think it’s overpriced (this means you think the current price is too high). You buy it if you think it’s underpriced (this means you think the current price is too low).
	Under “Trading”, click on “Stocks”. Enter the ticker symbol and the number of shares to trade.

Note: I’ll leave it up to you to decide how many shares to trade. That might depend on how sure you feel about your prediction. Also, remember that the transaction cost on Stock-Trak is $25 per trade, so it may take a large number of shares to overcome that cost. (Transaction fees come out of your hypothetical $1 million.)
What you are to turn in on Thursday, October 1:
Create a neat, organized report of your stock analysis & trading with the three sections as follows:
	Section 1: Include your name, the assignment (Stock Trak #1), and a typed concise description of your analysis. Include why you picked the stock, and your conclusions on whether the stock is overvalued or undervalued. Do the results of your calculations agree with other current information that you may know about the company?
	Section 2: Neat, organized, legible calculations for steps 3a, 3b, 3c, 3d, and 3e. This page(s) can be hand written or typed. Clearly show your five stock price predictions compared to the market price.
	Section 3: A printout of either your Stock-Trak Confirmation page or Transaction History. If you include Transaction History, circle the trade that corresponds with this assignment.

Extra Credit (Optional)
Any time after you make your initial trade, but before December 11, reverse your trade on Stock-Trak when and if the stock price moves in the direction you predicted. If you can show me that you made a profit (net of transaction costs), I’ll give you 5 extra credit points on the final exam. Thus, there is incentive here to try to make quality valuations/predictions.
In order to receive extra credit, you must:
a. Print out the “Transaction History: View All” page
b. Circle the initial trade and the reverse trade
c. Show through neat, legible calculations that you made a positive profit (net of transaction costs).
This extra credit portion can be turned in anytime before the final exam, but you must make your final trade by December 11. That is the day our Stock-Trak subscription expires.

 StockTrak Projects
 Portfolio Management – Technical Analysis Project
  Written by Denver Travis 


1. Using at least 3 technical analysis tools, identify one stock to either buy or short sell. You must print out whatever charting you finally use. I recommend: www.bigcharts.com or www.stockcharts.com
2. Type a few coherent sentences explaining your choice of strategy and reasoning from these 3+ techniques (technical analysis).
3. As soon as you have picked your winner (or loser), go to Stock-Trak and make the trade. You choose how many shares to trade. Print out your confirmation page.
Charts, Summaries, and Confirmation printouts are due on Tuesday, October 13.
———————————————————————————————————-
Extra Credit (Optional):
Any time after you turn in this assignment but before December 11, reverse your trade on Stock-Trak when/if the stock price moves in the direction you predicted.
If you can show me that you made a profit (net of transaction costs), I’ll give you 5 extra credit points on the final exam. Thus, there is incentive here to try to make good predictions. You will have to print out the Transaction History of your reverse trade and your original trade, and show me through calculations that you made a profit (net of transaction costs).

 StockTrak Projects
 Investments – Bond Analysis And Trading Project
  Written by Denver Travis 


• For this assignment, you will be analyzing a U.S. Treasury coupon bond and purchasing it on Stock-Trak.
• Stock Trak trades only a very limited number of bonds. To trade bonds, you click on “Bonds” under “Trading” on the lower left of the screen. In the trading window, under “Symbol”, you will find a selection of traded bonds. Treasuries are listed below the Corporates.
• You will select a Treasury bond based on the following formula: Bond Maturity Year = 2020 + (last digit of your student ID number). Select the Treasury bond that has a maturity closest to the formula result.
• Once you have selected your Treasury bond, you must calculate or estimate the following:
1. Estimate the YTM of the bond by linear interpolation of the current Treasury yield curve. http://www.ustreas.gov/offices/domestic-finance/debt-management/interest-rate/yield.shtml
2. Calculate the current bond Present Value (or Price). (You can use either your financial calculator, or Excel’s PV function, or Excel’s PRICE function. You may have to install all of the “Add-ins” on Excel to get the PRICE function to work. Look under “Tools” and then “Add-ins”.)
3. Calculate the bond’s Macaulay Duration. (You can use the formula in the book or Excel’s DURATION function. This will also require the “Add-ins”.)
4. Calculate how many bonds you need to purchase in order make a $50,000 purchase. Round off to the closest whole number.
• Next, go buy your selected bond in the quantity that you calculated in part 4 above.
What to turn in:
(1) Calculations and circled answers for parts 1 through 4.
(2) Confirmation page or Transaction History that shows the bond purchase in the appropriate quantity.

 StockTrak Projects
 Investments – Hedging With Futures
  Written by Denver Travis 


This project is by Denver H. Travis, Chase/Francis C. Doyle Distinguished Professor at Loyola University – New Orleans

NOTE: You must complete the first part of this assignment at least 2 days before the last part of the assignment.
First Part (at least 2 days before the last part):
For this assignment, you are to hedge the market risk of a one-stock portfolio. The stock will be of your choosing. You will use E-mini S&P 500 Futures to cross-hedge. The contract size for mini S&P 500 futures is $50 times the futures price. This hedge is only necessary for a few weeks, so select the December 20xx contract.
Buy either 100 or 1,000 or 10,000 shares of your selected stock. Find the stock Beta. (Total investment times Beta needs to be between $50,000 and $100,000). Then calculate the number of futures contracts that you will need to hedge the market risk of your portfolio. You’ll have to round off to a whole number. Rounding down leaves you with a net long position; rounding up puts you in a net short position.
Number of futures contracts = , where VF = futures price X contract size.
Since you have the stock, you are concerned about falling prices, thus we will enter into a contract that pays when market prices fall. A short position in futures will provide this.
Last Part (at least 2 days after the first part):
Calculate or observe the gains and losses from your stock and futures position. How well did the hedge do? (i.e.: Did the gains and losses cancel each other out? If not, show by how much?)
————————————————————————————–
What to turn in:
1. Calculations:
a. Show number of futures contracts calculation
2. Printed “Transaction History”:
a. Circle the stock purchase.
b. Circle the short futures position.
3. Hedge analysis from the Last Part

 StockTrak Projects
 Finance – Speculating With Options
  Written by Denver Travis 


NOTE: This assignment requires that the 1st part (steps 1-4) be performed and implemented during trading hours before the 2nd part (steps 5-6) can be performed.
1. Pick a stock or an index to develop an option strategy. This requires making a prediction of whether that stock or index will go up, go down, stay neutral, or simply be volatile in the near future. You could use a charting technique from Chapter 8 if you like. (www.bigcharts.com for example)
2. Develop an option strategy. You can use Chapter 15 or the following Stock-Trak website to assist in your strategy selection: https://www.stocktrak.com/optstrats.htm
3. Go to “Trading” on Stock-Trak and click on “Options”. You can decide how much money you want to “bet”. Perform your selected option strategy by making the necessary option trade(s). Use symbol lookup to find the ticker for the option(s) you want. I recommend copy and paste for the ticker symbol.
4. Write a few sentences to describe how you decided upon your strategy.
———————————————————————————————————-
5. After your trade has been implemented (during trading hours), check your position at “Open Positions”, click on “Options” on Stock-Trak. Close out your positions by clicking “S” under “Action” on your option holding(s). This should set you up to do the reverse trade.
For example, if you bought an option (buy), the reverse trade is to sell the option (sell). For example, if you wrote an option (write), the reverse trade is to buy a duplicate option to cancel out your position (cover).
Print out the “Transaction History” page to show that you closed out your positions.
6. Write down whether you made or lost money based on this strategy. Tell why. For example: “I lost money because I was expecting the stock to go up and instead it went down.” Or for example: “I made money because the stock price went up as I expected.” Or for example: “Transaction costs ate my profits.”
What to turn in to me:
(a.) Printout of “Transaction History” showing the opening and closing of the options strategy. Circle those transactions.
(b.) A few sentences describing the logic behind the strategy decision.
(c.) Clearly show whether or not you made profits net of transaction costs.
(d.) A statement of why you made or lost money (for example, did you lose based on your prediction or simply because of transaction costs).
5 points extra credit for profit net of transaction costs (Due with the assignment on December 10)

 StockTrak Projects
 Finance – Financial Derivatives Research Project
  Written by Frank Conway 


This research project accounts for 50% of the final mark. This will incorporate the use of StockTrak where you will ‘paper trade’ on a number of exchanges using a variety of derivatives and assets. You will set out targets for each trade, and interpret and evaluate the trading results in the context of the material read during the semester.
Students have 12 weeks to buy, sell, short, long and cover positions on trades made during this period.
Overview
Each trader has two accounts, each containing $1 million to trade. One account is known as the active account where you trade regularly, while the other account is known as the passive account.
To date the traders should use up all of the $1 million in the passive account on the purchase of stocks from a number of exchanges, as instructed. Traders will hold these stocks in their passive account for the duration of the trading period. Traders can adopt any approach in selecting these stocks.
The trades made in the Active account should reflect the material demonstrated and referred to in lectures, as well as those adopted by you having read outside the material, whether it is self-interest or adopted form from previous modules. Currently, the use of technical analysis will be discussed and, therefore, should be applied and reflected in the trades made.
Report Contents
The report should consist of:
• The traders’ strategy and level of risk (this could be a percentage of current funds, e.g. 5%. It is recommended that students do not trade a large percentage of their cash on individual trades).
• Reasons as to why the underlying has been traded (i.e. in the case of stocks, why it was purchased and/or short position taken). This may be speculative (given expected company reports, etc.) or a hedged position taken given other positions taken (in the case of options).
• The planned exit point for the trader. The trader should state before a trade is activated the point at which they will close out positions, e.g. in the case of futures, traders may state that they will close out a losing position once they lose X% or X amount of their trade on that derivative or asset. Also, they must highlight that they will close out on or before the expiration date.
• If using fundamental or technical analysis to make speculative decisions on the future direction of the underlying, the trader must show the figures and/or graph in the report before the trade is activated highlighting their reasons. Once the trade has been reversed, the graph at the date of closing out the position should also be shown to highlight the movement in price. The trader must report the movement in price over the period on that trade and reflect on the traders’ own anticipation of the price movement.
• Traders must note that the prices shown for each underlying in each exchange reflects those in real markets and prices may be delayed by at least 15 minutes.
• It is recommended that traders be selective in their approach at the early stages of the report, i.e. get comfortable with the purchase of stocks in a few industries/exchanges. Also, traders should buy and short a few underlyings in the futures markets while using low volumes.
• It is very important to record the month you traded the derivative so that you can reverse the contract before maturity.
• Marks will be given for the variety of trades made that incorporates the material delivered in lectures, as well as those undertaken by the traders own initiative. Due to time restrictions, not all strategies can be addressed. Any student that is adventurous is more than welcome to use other strategies, which will be acknowledged by the examiner. The report is essential as it shows the traders’ activities and strategies. It is imperative that the report is started immediately. if the trader fails to wrote the report from the outset, it will cause problems later, therefore reflecting lack of quality and management of trades. This could possibly lead to losses, both in trades made and marks given for the assignment.
• Large profits may not be the deciding factor for marks awarded for this report (although they can be highly correlated with the traders astute awareness of price movements and proficient use of derivatives and strategies used). As long as the trader carries out trades and implements relevant strategies, and reports their entry and exit points, and reflects back on each outcome (whether it’s a losing or winning position), the report should merit a satisfactory grade.
There is no limit to the report, since trades activated by each trader can vary in number and/or discussion length. Enjoy the experience!
Lighten up the report by reporting on:
• How you were feeling at that particular time (tired, anxious, hungover, etc.)
• What you consumed prior to the trade (coffee) or the last time you had eaten.
You’d be surprised that some of the above could have resulted in loosing trades. If so, change your pattern and approach to making trades regarding the above and identify if trading outcomes change for the better or worse.
Any problems with Stocktrak, please note them in your report and email Stocktrak about them. These are considered your broker and trading platform.
Some Guidelines
“Fail to prepare, prepare to fail”
 Stick to a couple of fundamental and /or technical analysis techniques for your trading, and ones that suit both your personality and psychology.
 It is important to always follow the rules. Make up your own if you like, but always stick to the rules you adopt. And if the rules that you invent or adopt are bad ones, then change them.
 As you gain experience in your trading life, it is the intensity of this experience that will be the greatest teacher.
 Only use capital that you can afford to lose. Don’t bet your shirt. A rule of thumb is to never risk more than 5% of your trading capital on any one trade. For smaller accounts under €25,000, then 10% is fine.
 Do not fall in love with a stock: doing so could have detrimental results on your profits.
 Do not be greedy. Set a price target or exit strategy for your chosen stock, and if you reach this target, SELL or BUY (whichever is chosen outcome). If you do not, you could be falling in love with your stock!
 Be disciplined. You will experience many highs and many lows, but hopefully the highs will outweigh the lows so that you won’t be wiped out.
 There will be many challenges out there for you. Not only will you have to find what suits you but you must distinguish between the evangelical types who tell you how rich you’re going to become with their ‘amazing new techniques’, whilst you actually line their pockets, and the serious educators out there who are honest enough to tell you that it’s actually up to you.
 Do not listen to the shoeshine boy or the taxi-driver. Markets may have reached its peak and it could be too late to get in. You’ll be burned.
 It is possible to profit in a bear market and not just a bull. It is also possible to profit in a sideways market.
 This has to become a hobby for you, one that you’ll enjoy and one that’s a continuing challenge.
 The learning never stops. It’s incessant and compelling.
 It’s best to avoid people promising you ludicrous returns per month and ‘guaranteed’ results with no effort on your part. If it looks too good to be true, it usually is!
 You can make trading and investing an unusually predictable and successful vocation by your own efforts, enthusiasm and discipline.
 Where possible, don’t fight the market. The market is more powerful than any one stock.
 Have a trading buddy could help you to stick to your trading plan.
 Get involved in physical activity so that the blood flows in a healthy way. Seek fresh air like walking the dog. It’ll free up the mind and will allow you to get away from work and strike some balance.
 Keep a trade journal.
Criteria for successful trading:
Patience
 Dream of all those luxury purchases that are the direct result of your successful trading. But don’t get excited and rush into it. Give yourself some time. Never start trading on an emotional wave of any kind. You need to be switched on, calm and alert. Give yourself time to learn.
 Stick to your plan of action.
 Patience also involves selecting a trading strategy where time works in your favour and where your downside is covered.
 Be patient in your attitude in acquiring wealth. This doesn’t mean sitting back and doing nothing – that’s apathy and not patience.
Perseverance
 If you believe in something, then you have to keep on it until you reach your goal. And once you’ve reached your goal, then set another target.
 Having embarked on becoming a successful trader, you must stick to it. Babies do not give up trying to walk or talk after a few unsuccessful attempts. Follow their example and persevere and prepare yourself to be rewarded richly from this process of learning.
 Give yourself attainable targets to reach in a realistic time frame. Get familiar with a few techniques at a time, especially the basic ones first.
 Keep on setting attainable targets, making them slightly challenging, and this way your learning will gain momentum.
 Your confidence will be built up.
Knowledge
 Knowledge is attainable now with ease and speed. StockTrak will be used to simulate the trading experience and there are countless publications and web sites to help you build up your knowledge database.
 Knowledge is experience. It is through extreme experiences that you find out a lot about yourself in good times and bad. If you encounter a terrible experience, step back, learn from your mistakes and apply what you’ve just learned. Don’t let trading success get to your head, as this is where you are at your most riskiest and dangerous (think of Nick Leeson!).
Honesty
 Be honest with yourself if you want to be a decent trader – cut out the emotions of trading. You’re the one in control and the decision lies with you.
 Don’t blame other people. Blaming the stock, the teacher or the tipster only wastes energy and stops you asking what more you can do to improve your technique, your knowledge and your performance.
Pre-Planning
 You must pre-plan each and every trade. By doing this you must know your:
o maximum risk
o maximum reward
o breakeven points
 You must also plan:
o your entry point
o your exit point whether it’s to:
 take profit; or
 stop losses
Discipline – the key to success
 you must do your pre-planning every time
 you use your (and others’) experience
 you do not deviate from your stated sensible plan
 By doing this you are becoming more mechanical and you are applying money management principles, thus ensuring that your losses are minimised and your profits are allowed to run.
To ask which one to choose is a very personal question that consists of a number of issues:
• What’s my own appetite for risk here?
• How does the stock behave?
• Where is the strongest support for the stock price?
• What are the charts telling me?
• What is the market telling me?
These questions will lead you to formulating a trading plan. In this particular case, there was strong support at the $20 level and that may impact on your eventual decision.
Keeping a Journal:
• Write down your stock picks and your reasons why every day.
• Write down the stock symbol, the direction in which you guess it’s heading, the reason for this (i.e. the Technical and Fundamental Analysis that is backing your judgement) and the appropriate time frame during which you anticipate the move to occur.
• When you make a trade, record the time of the trade, the strategy and any other relevant details that you think might affect your decision-making performance. Some highly successful traders take note of the weather, what they’ve eaten and drunk and all manner of other details, which they subsequently use to analyse their record and make adjustments to their Trading Plan.
“Cut your losses short and let your profits run”
If you’re wrong about the market, accept your losses before they snowball. The larger the loss, the more egg on your face. Do not wait in vain for the market to turn around and bail you out. Studies exist that indicate that staying too long with a losing position was one of the major reasons that speculators lost money. Willingness to close out a losing position early was identified as the mark of a successful (futures) trader.
Good Luck

 StockTrak Projects
 Investing – Industry Selection And Basic Hedging
  Written by Greg Smersh 


The purpose of this assignment is to first select a specific industry (such as Clothing, Financial Services, Health Care, Restaurants, etc.) that you are interested in and/or believe will perform well in the current economy. From that industry, you will pick a specific company that you will follow throughout the semester. In this assignment, you will also begin building your STOCKTRAK portfolio, in which you will be given $100,000 to trade with. There will be approximately $25,000 of required trades, while the remainder is yours to invest as you wish with no restrictions.
With regard to the specific company, no two students may follow the same company and companies will be assigned on a first-come, first-served basis. Therefore, all students must pick four companies (from the same industry), list them in order of preference (with ticker symbols), and email them to me (please put “stocks” in the subject line) for approval. I will notify you of the company that you have been assigned.
The companies you select must be publicly traded and must meet the following requirements:
	?have a market cap of over $1 billion
	pay a dividend ?
	have bonds outstanding
	?have options traded on the stock

All of this can be quickly ascertained on Yahoo! Finance and other financial websites. Ideally, your companies should currently trade for more than $10 but less than $100 per share and have positive earnings. Note that gathering data for your analyses will be much easier if investment analysts follow the company (e.g., a research link exists for the stock at financial websites such as Hoover’s Online, Thomson Analytics, or Yahoo Finance).
Part I: Stock Selection
	Email me your four stocks in order of preference, with ticker symbols – please put “stocks” in the subject line of your email. I will reply and let you know which company is “yours” (i.e., the one company that you alone will follow and do a corporate valuation report on later in the semester). If you procrastinate in doing this, it is very possible that all four of your selections will have already been chosen by other students and that you will have to continue looking for a company. You must complete this portion of the assignment by Tuesday, January 19th and there is a 20% penalty for failing to do so.
	Establish your investment goals for the STOCK-TRAK portfolio simulation. In your write-up for this assignment, state assumptions that would be a part of these goals. Specifically, identify how your STOCK-TRAK portfolio should be weighted (percent held in stocks, bonds, cash, etc.). Describe how the current state of the economy and current stock price levels may affect your investment performance.

Part II: Trading in your STOCK-TRAK account
	Go to your STOCK-TRAK account. If you have not registered for this account, you must do so immediately. Take a long position (buy) of at least $10,000 of the company that you have been assigned. You should purchase these shares in round lots (100 shares). This will be your first stock purchase. You may purchase shares of some other companies as well.
	Next, buy two different mutual funds. One must be a closed end fund while the other must be an open-end or “retail” fund. The closed end fund can be a closed-end (actively managed) stock mutual fund, an ETF (exchange traded fund), or a REIT. The open end fund can be either an actively managed stock fund or an index fund. If you do not choose a REIT, then one fund should be actively managed and the other a (passively managed) index fund. To find funds, check out CNN Fund Screener, MSN Money, TheStreet.com, Quicken Investments, Yahoo Finance, or any of the hundreds of other mutual fund websites on the Internet. The total value invested in each fund should be between $5,000 and $10,000. Note: in STOCK-TRAK, ETFs and REITs are traded as stocks – only open-end mutual funds are traded as mutual funds.
	Take a short position for a security. The initial value should be at least $5,000. Obviously, you cannot short a stock that you already hold in your portfolio. The short should be initiated by January 19th and held until at least January 26th so that your account can be verified. Funds associated with the short sale will show in the cash balance of your portfolio, but cannot be used.
As discussed in class, covered call writing is an investment strategy to generate income from a stock that you already own. The call premium will be credited to your account and as long as the stock stays below the exercise (or strike) price, you also keep the stock. The only risk is that if the price of the stock rises above the exercise price, the stock will get called away from you. Thus, this is an excellent strategy for generating income from a stock that you are considering selling anyway.
	Purchase a stock that you plan to sell calls against. This should not be the stock that you have been assigned to follow unless you hold more than 200 shares and want to risk having some of it called away.
	Sell covered calls against that stock. The sale of relatively short-term options (1 or 2 months to expiration) is recommended.

In addition to these transactions, invest in a minimum of two additional securities (stocks, bonds, and mutual funds) or derivatives (options and futures). You may invest up to the $100,000 account limit (or more if you choose to buy on margin). You are expected to continue adjusting your portfolio throughout the semester and will be penalized if you leave excessive amounts of cash or have an inactive account.
Your Stock-Trak account will be checked on the due date of this assignment to confirm that these trades have been executed. If you have not completed these transactions or your Stock-Track account does not exist, you will receive a grade of zero on this assignment.
In your write-up for this assignment, identify the company that you have chosen, as well as all other companies that you purchased. Note the purchase price, P/E ratio, dividend yield, market cap, and a brief explanation of why you made these purchases. There are many sources on the web that provide information on the economy, industry, company, and/or stock price. Give brief summaries of the companies you purchased using information from these sources.
Prepare a 2 to 3-page report that incorporates all of the above. Describe why you selected your primary stock, any additional stocks, the mutual funds, the short sale, and the covered call strategy. Specifically: ?
	Describe in detail the company that you have chosen to follow this semester. Why did you choose this company? ?
	Download monthly closing prices for your stock and create a graph of price volatility over the past five years. You are encouraged to also download market closing prices (i.e., for DJIA or S&P 500) and compare. At a minimum, you should create a comparative index using Yahoo! Finance and include that graph in your report. ?
	What other stocks did you purchase? Which mutual funds did you purchase, and why? ?
	Describe why you selected the stock for the short sell and how this transaction complements your investment objectives. If you shorted this stock in an account with only the initial margin, how much could the stock rise before you got a margin call? Assume the maintenance margin is 30%. ?
	Describe why you selected the stock for writing call options on and how this transaction does (or does not) complement your investment objectives. How much do you stand to make if the options expire worthless? What would be your profit or loss if the options are exercised?

Your report should be professionally written, and leave little doubt that you clearly understand your trading activity. In conclusion, explain why your selections were made and how they fit into your investment goals. This assignment is due at the beginning of class on Tuesday, January 26th and will not be accepted late. To receive credit, your STOCK-TRAK account must show all of the above transactions (a minimum of six trades).

 StockTrak Projects
 Finance – Create A Mutual Fund
  Written by JOe Farinella 


Congratulations! You have just been hired to create a new mutual fund. The objective of this mutual fund is to outperform the S&P 500. This is an aggressive mutual fund that requires an active management strategy. As the founder of this mutual fund you must select an investment strategy that you expect to outperform the S&P 500. The investors in this mutual fund believe that portfolio managers must earn their high salaries thus they require active trading. This means that you must perform a minimum of 50 trades. However, the investors are also afraid that some managers may churn the fund, so you cannot make more than 200 trades. The mutual fund has an initial balance of $1,000,000 and margin is available. As manager of the mutual fund, you can buy or short stocks, bonds, options or futures. The mutual fund will be created on January 18and the funds will automatically be liquidated on April 9 so you only have a few weeks to earn your millions. Your final grade will be based on the quality of your analysis, not on your total return.
However, since most portfolio managers are compensated based on their performance, I am offering the following compensation arrangement. If you accept this arrangement then you are entitled to the following bonus points
– First Place 15 Points added to part II of project
– Out-perform the S&P 500 6 Points added to part II of project
– Under-perform the S&P 500 3 Points deducted from part II of project
The above points will be either added (or deducted) to the written portion of part II of the project. The bonus points will be awarded based on your ranking at the end of the game.
Part I of Portfolio Project
Your first step is to consider all of the potential trading strategies that may lead to large returns. For example, the dogs of the Dow, a contrarian strategy, a momentum strategy, a short sales strategy, a low p/e ratio strategy, a low book value strategy, a value line strategy, fundamental analysis, internet strategy, technology strategy, long or short straddles. You can select multiple strategies for your mutual fund. This is your opportunity to test the efficiency of the stock market. Consider all of the highly touted investment strategies and select the one that you believe will lead to the highest return. You must submit a one-page summary of your strategy and I must approve each strategy.
After you select your strategy you can prepare for your oral presentation. Your group has a maximum of ten minutes for your oral presentation. The presentation should cover the following information:
– Outline your strategy and justify why you selected it.
– Provide historical evidence of the performance of your strategy.
– Provide evidence showing that mutual funds or portfolio managers use this strategy. Include the prospectus of the mutual fund.
– Write a detailed trading procedure explaining how you will implement your strategy.
– You must perform the following transaction:
– Buy a minimum of one call option and one put option
– Write a minimum of one call option and one put option
– Buy a futures contract
– Short a futures contract
– Buy a stock
– Short a stock
– The presentation should convince investors that they should hire you to manage their money.
– Write an investment policy statement for the type of investor who should invest in your mutual fund.
Part II of the Portfolio Project
Part II of the portfolio project should contain the following:
– Evaluate your strategy and your ability to effectively implement this strategy.
– Relate your strategy to the efficient market hypothesis.
– Calculate the Holding Period Return, Simple Yield, and Compound Yield for each position and the entire portfolio.
– Create a spreadsheet listing the name of the company, the company symbol, number of shares owned, purchase price, current price, dollar gain or loss.
– Select a core group of stocks (3 – 5) and provide fundamental data concerning each stock.
– Use the constant growth model and at least one other valuation model to value your core group of stocks.
– Apply the CAPM to your core group of stocks. Did your core group generate an abnormal return? Did your portfolio generate an abnormal return?
– Use the Sharpe performance measure to evaluate your performance.
– Create at least three graphs
– Plotting the total market value of your portfolio over time.
– Plotting the market value of a key stock in your portfolio over time. Discuss any dramatic changes in the market value due to new information.
– Compare your compound return to the return on the S&P 500, the Dow, and the NASDAQ over the same time period. Did you outperform these averages? Discuss why these are or are not good measures of your performance.
– Evaluate your performance on the project. Apply concepts we learned in class to your portfolio. What did you learn? What would you do differently?
How do you get started?
You need to register your group by the next class.
Peer Evaluation
At the end of the semester, you will confidentially grade your fellow group members. Their grades should be based on the following criteria:
– Did they do their share of the work throughout the semester?
– Did the group member attend all group meetings?
– Was the member prepared?
– Did they share in the presentation responsibilities?
You will give two grades to each member of the group, including yourself.
Group Member Letter Grade Points
Larry A 50
Moe B 30
Curly C 20
Total B 100

 StockTrak Projects
 Finance – Socially Responsible Investing
  Written by Karen Spohn 


General guidelines:
The objective of this course is to learn about SRI through readings, research and a hands-on application via a portfolio simulation program. This course includes analysis of mutual fund performances based on various criteria. These criteria emphasize components of SRI such as faith based and corporate social performance as well as financial performance.
Portfolio grades are not based on the dollar amounts of portfolios or rankings in class so feel free to experiment within the realms of the SRI and financial theories and concepts that are covered in this course. Have fun.
Portfolio grades are based on your analysis and presentation as well as your research notebook which is a running log of your readings, class discussions, data collection and portfolio assessment. You should present the data you use in your decision making process in a clear and easy to understand format. Your analysis should continually be founded in the concepts covered in class. This does not mean you must perfectly forecast the market (impossible) but give reasons as to why you made certain choices. In the final stages of the project, you will use all that you learned in the course to once again assess how well you met your initial objectives based on the criteria of faith based, CSP and financial performance.
Read all of the Stages of the Portfolio Project before you start. This is one continuous project divided into smaller stages (Portfolio Analysis Stage 1 – 3) with Stage 3 including a completed Portfolio Analysis (Stage 1-3) and a presentation of portfolio highlights.
Portfolio Analysis: Stage 1
You won the lottery and receive an after-tax sum of $500,000. Measure your risk-aversion (Value Line) and review your asset allocation decision. Create a policy statement or objective which adheres to your financial life plan, your asset allocation and the three required criteria (financial performance, faith based, corporate social performance) that will be explained as the course progresses. Open your StockTrak account and select at least twelve mutual finds that you believe address your financial life plan and your asset allocation. You will assess the portfolio at a later date based on the three performance criteria (financial, faith-based, and corporate social performance). The purpose of this assignment is to just get started. As concepts are covered in class, you will have opportunities to assess and readjust your portfolio through later assignments.
Submit a typed report (5-6 pages). The completed assignment should include your objective, summary of your risk assessment, and discussion of selected mutual funds. Include details on reasons you selected each one.
Portfolio Analysis Stage 2
The assignment is an exercise in understanding the guiding principles of SRI and financial performance of mutual funds. The objective of this assignment is to continuously adjust your current portfolio to better meet the original objectives. As you learn more about SRI and its components of faith based and CSP, determine what percentage of your investments you will direct toward SRI. Explain your decisions. You are required to have a minimum of 5% in SRI. Select funds that meet faith based criteria and funds that meet CSP criteria. (You are required to purchase at least one faith based and one secular (CSP) fund for analysis purposes.) Make adjustments to your portfolio as instructed so to correspond to the SRI criteria studied.
Submit a typed report (10-12 pages). This report, Portfolio Analysis Stage 2 will include your revised versions of Portfolio Analysis Stage 1 and additional information indicating your new SRI mutual fund selections and the research that directed you to these changes in your portfolio. In particular, discuss and explain the mutual funds you selected to match the SRI criteria of faith based and CSP criteria.
Portfolio Analysis Stage 3
The objective of this stage is twofold.
I) Formal Report Stage 3
The objective of this Stage is to assess the current status of your portfolio and make any desired improvements you would like. To achieve this objective, your final report should include the following:
a. Use the Morningstar X Ray Program to get a financial summary report of your portfolio.
b. Based on the financial information provided by the X-Ray in (a) and your understanding of SRI criteria, make an assessment of your current portfolio based on how well it met the initial objective you outlined in Assignment 2 in Stage 1.
c. If necessary, make additional changes to get your portfolio back in line with your objective outlined in Stage 1. Provide a detailed list of these changes you decided to make and your reasons for doing so. If you do not need to make changes, in a summary paragraph explain why that is the case.
Submit a typed report (15-20 pages). This report should include your revised versions of Stage 1 and Stage 2 and your new analysis in Stage 3.
II) Stage 3 also includes a 10 minute presentation on the highlights of your portfolio selections and your analysis of a new fund which I will give you to consider for your portfolio. Analyze the suggested SRI fund based on all of the criteria (financial and SRI). Determine whether you would purchase this suggested fund based on how it fits into your portfolio. For example, if you intend to purchase it, explain why. Also, discuss if the new mutual fund would be an addition to your current portfolio or would it be a replacement for an existing mutual fund that you plan to sell. If you do not intend to purchase the suggested mutual fund, explain why. In your attempts to consider the new mutual fund, use all of the information and research you have collected from the start of the course.

 StockTrak Projects
 Finance – Active Trading Vs Passive Investing & Performance
  Written by Kevin Bracker 


Part One (Portfolio Management):
Each student will run two $500,000 portfolios (described below.) Trading will begin on Monday, Jan. 25th and end on Friday, April 9th (11-week trading period.) Each portfolio must be “active” no later than Friday, February 5th. In order to be considered active, a minimum of 6 transactions in the trading portfolio and 10 transactions in the mutual fund portfolio must be completed.
Trading Account:
One portfolio will be an active “trading” account. The goal of the first portfolio will be to accumulate the most wealth. Each person starts with 200 transactions. In your trading account you must establish a minimum of 3 options positions, 3 futures positions, 1 short sale (of a stock), and a minimum of 40 total transactions (note – no more than 1 futures position or option position can be established in the last week and count towards your minimum of 3.) You must have at least five weeks with at least 3 transactions for the week. You may trade stocks, options, futures, bonds, mutual funds, international stocks. A maximum of 25% of your equity can be placed in any one position. Only stocks with a price of $3.00 or higher can be traded. There is a flat commission of $10 per transaction
Mutual Fund Account:
The second portfolio is limited to 20 transactions and will be primarily buy-and-hold. For this portfolio, you must manage it with a specific objective in mind (similar to a mutual fund – an “approved” list of objectives is listed below). Your grade will be partially determined by how well your portfolio “fits” your objective. Please note that this is NOT a portfolio of mutual funds, but a portfolio of individual securities (stocks and/or bonds) managed to meet a specific objective. DO NOT PUT MUTUAL FUNDS IN YOUR MUTUAL FUND. Since you only have 20 trades in this account, be careful to make sure you know what you want to do before you start trading (and that you are using the correct account).
Approved Mutual Fund Objectives: Small-Cap Growth Fund, Small-Cap Value Fund, Large-Cap Growth Fund, Large-Cap Value Fund, Equity Income Fund, Balanced Fund, International Equity Fund, Bear Fund, Long/Short Hedge Fund (check with me if you are using this to make sure you understand the objective).
Point Allocation (Trading Account Only) –
$700,001 or more 12 points
$575,001 – $700,000 10 points
$525,001 – $575,000 8 points
$425,001 – $525,000 6 points
$375,001 – $425,000 4 points
$250,001 – $375,000 2 points
$250,000 or less 0 points
Extra Credit Points (Trading Account Only) –
2 Highest portfolio value (each week – starting on Feb 12th) 2 points
2 Largest dollar change (each week – starting on Feb 12th) 2 points
The top 5 Portfolios Values (as of close on April 9th) 10 points
Higher portfolio value than the professor (as of close on April 9th) 5 points
(Max Extra Credit Points during project of 20 per person)
Failure to meet the minimum trading requirements will result in up to a 25-point penalty on the project and be ineligible for extra credit points. Accounts that are not “active” by the close on Friday, Feb. 5th will be penalized 5 points per trading day until they have reached the minimum number of transactions (maximum 25 points).
Part Two (Mutual Fund Objectives and Strategy):
Each student will prepare a statement of his or her mutual fund objective (from the above list) and strategy for meeting that objective. The strategy should include a general statement of what characteristics you are looking for in the securities that you select and why you feel these characteristics are important. For each of the securities you purchase in the first two weeks, you should discuss why that security was selected for this portfolio. Attention should be paid to meeting your objective and (except for the long/short hedge fund) achieving adequate diversification. Finally, a summary table should include key details of each stock in the portfolio (company name, industry, ticker symbol, market capitalization, purchase price, shares purchased, and portfolio allocation, and any additional information you feel that a potential investor would like to be able to see at a glance.) This paper will be due Thursday, February 18th and will be worth 50 points.
Part Three (Summary Analysis):
The summary report will summarize your investment experience from the Stock-Trak simulation. The summary report will be based on your actively-managed account and should include
	A discussion of your strategy (why did you choose that strategy, what are strengths/weaknesses of the strategy, etc.) during the Stock-Trak simulation and how you implemented that strategy. If your strategy changed over the course of the contest or you used multiple strategies, discuss why (Note – buying random stocks is not a strategy).
	A recap of 6-8 specific transactions in detail. You should discuss the specifics of why you made the transaction (how it fit your strategy, valuation, specific news, etc.). In this recap, you should focus on at least one transaction from each of the following categories: long stock, short stock, option, and futures. In addition, you should discuss your best trade and worst trade during the simulation. Note that the best/worst trades are not necessarily the ones that produced the biggest gain/loss…don’t be results-oriented.
	A recap of your performance. o discuss 3-5 key factors (a specific news event impacting one or more of your stocks, general market action, etc) that had significant impact on your portfolio’s performance during the trading period.	calculate the risk-adjusted performance using the DJIA and one other market index that you feel is the best benchmark for your portfolio. You should calculate the Sharpe and Treynor Measures along with Jensen’s Alpha based on your daily returns (you may ignore the risk-free rate if you wish).d
	discuss both your risk level in terms of standard deviation and beta along with your risk-adjusted performance.


	This paper will be worth 90 points and will be due on Tuesday, April 22nd.

Miscellaneous comments:
Every component of this project is expected to be done in a professional manner and will be graded under those expectations. This means that grammar, spelling, and overall presentation will have an influence on the score. Note that these items are not a substitute for quality content, but a compliment to it. While luck will definitely play a part in the performance of your portfolio, it will play a very small part in your grade for this project.

 StockTrak Projects
 Finance – Beat The Index Project
  Written by Kevin Spellman 


Objective:
Beat the MSCI World Equity index (iShares ticker ACWI) through managing a long-only equity portfolio. Learn to manage a large X billion institutional portfolio.
Risk Controls:
	Long only fund
	Minimum 20 stocks
	The general “5/10/40” rule requiring that no more than 10% of a UCITS net assets may be invested in transferable securities issued by the same body, with a further aggregate limitation of 40% of assets on exposures of greater than 5% to single issuers
	+ / – 10% maximum over/underweight relatively to the sector classification	Preferably using the Global Industry Classification Standard – you can find weights by looking up the iShares MSCI ACWI ETF on the internet and likely in Bloomberg


	Max 10% cash
	Assets Allowed: Transferable securities and mutual funds are allowed only in the case of equities or equity only funds, and bonds just for cash allocation purposes
	Assets Not Allowed: physical short selling, CDS, real estate, bank loans, physical metals, physical commodities, derivatives & CFDs, derivatives.

Transaction Costs:
If possible, trades will be charged an X% transaction cost. While typical out of pocket costs are $0.05 or less per share for an institutional fund, overall costs which includes delay, market impact, etc. brings the cost to X%. You will receive closing prices on the day shares are traded.

 StockTrak Projects
 Investments – Hedge Fund Management Project
  Written by Matthew Carey 


Each student will run a $1,000,000 portfolio. Trading accounts will be active on Thursday, March 12TH and end on Thursday May 21st (10 weeks total). PLEASE ENSURE THAT YOU REGISTER BEFORE WEDNESDAY MARCH 11TH TO ENSURE YOU ARE ABLE TO ACCESS THE SYSTEM.
Each student is to assume the role of hedge fund manager and to design and execute an appropriate strategy to maximize the portfolio’s return over the eleven (10) week investment horizon. The clients of the fund have specified capital appreciation as the main investment objective and have no short-term cash needs. Your challenge will be to design and execute an investment strategy that satisfies the client over the 10 week investment period. Your grade for this project is based on several factors as outlined on page three. Each student will be responsible for articulating the investment objective, formulating an appropriate investment strategy to meet the objectives, conducting the necessary research, selecting the appropriate securities, executing trades, tracking daily performance, and rebalancing the portfolio when necessary.
Investment teams will also be formed and a portion of your grade based on team performance. As a result, team meetings/collaborations and discussions are highly encouraged. These teams will also be assigned an additional project to report on certain economic indicators during the semester. More on this subject will be discussed in a later class.
In addition, the portfolio will be an “active” trading account as opposed to a “passive” trading account. Each student starts with 200 transactions (you may choose to buy additional trades). In your account you must establish a minimum of 40 trades.
What to Do During the Trading Period:
	During the week of March 9, each student will submit a typed statement identifying the following: (1) name, phone number and email address, (2) investment objectives, planned trading strategies, choice of benchmark index, and (3) a matrix of the various positions that are expected during the semester. This matrix will include the various asset categories, names of some specific investments within each category, as well as a range, in dollar values, placed in each category (total $1,000,000).
	Each student will make a presentation of his/her objective/strategy. Feedback will be provided from the instructor as well as from team peers regarding the soundness and practicality of the strategy. These presentations will occur during the class on March 12.	Investment Objective: The primary investment objective has been outlined for you in the above section (maximize your return). You should also include a specific rate of return objective as well as a risk level (beta) objective during the 10 week investment period (establish an appropriate range to target over the period. Remember that it is only an ten week period.)
	Specifiy your investment style: technical/ fundamental or some mix.
	Trading Strategies: As discussed above, part of your investment strategy should specify an asset class allocation mix/matrix (% in ETFs, % in equities, % in bonds, etc.) and can include all or some of the following types of investments available on Stocktrak: stocks, bonds, mutual funds, options, spots, futures and futures options. Consider using ETFs (http://finance.yahoo.com/etf) to maximize diversification without having to acquire multiple individual securities.
	Your strategy should incorporate the use of all order types including market, limit and stop orders. (See additional handout for a description of the order types.)
	Optional: Your strategy can include trading on the international exchange operations; however, you must have an understanding of those markets. This option is allowed primarily for international exchange students who wish to explore their home market and should not be utilized as an experiment.
	Be as specific as possible in terms of your selections and the percentage of funds employed in each area. Attempt to make selections that are appropriate given the current economic climate. For the fundamental traders, you may want to check out the yahoo stock screener at the following address: http://screener.finance.yahoo.com/presetscreens.html . For the technical traders, you may want to check out: http://biz.yahoo.com/charts/index.html. These two web sites will be explored in a later class.
	It is very important to remain informed regarding the current economic climate and political events occurring in the world and global marketplace. One very effective method is to watch CNBC daily if possible at market open (9:30 am) and again at market close (4:00 pm), to read/sign up for web based ‘market-alert’ reports, and to browse relevant web sites and print media for information regarding economic/political news.
	It is highly recommended to minimize the number of different financial assets selected for the portfolio. It is very challenging to track the portfolio holdings over time. It is recommended that you have at least ten different types of assets but no more than fifteen.
	Making a selection based on a hunch or using a “seat-of-the-pants” approach will not score well for this project. If you can’t justify the selection to your client then don’t recommend it for the portfolio.


	Trade-Log: Keep a record of the rationale for each trade decision that you make during the simulation.
	Collect articles that discuss the securities that you trade and provide relevant economic advice important to your portfolios success.
	Track the daily performance of your portfolio and your benchmark index (keep a log of the total value of your portfolio).
	Be sure to formalize (get approval) for any modifications you make to your portfolio’s objectives and/or strategy. Trades executed that do not conform or follow your investment objectives will not score favorably. If you decide you want to change your strategy, you must justify your decisions and obtain both instructor and team approval.
	MIDTERM and FINAL PRESENTATION: Each student will present a midterm overview as well as a final presentation of your portfolio performance (see course syllabus schedule).
	The trade-log, articles, and final report will be due on Thursday March 21st of finals week.

Final Report and Project Grade
	• 25% will be based on defining your initial investment objectives and then designing and executing the trading strategies (including modifications during the semester) necessary to reach your investment goals. Some questions to consider include:	Do you feel the selections you made and the investment strategies you took were appropriate for your client given the investment objectives and target risk/return goals that you selected?
	What specific steps did you take during the semester to attempt to adjust your portfolio to better achieve your target? How successful were these steps?
	Did you learn anything about short-term trading? Market timing? Trading on news? Economic indicators?


	20% will be based on your ability to follow the trading rules (number of trades, types of positions (long and short), types of trades (limit and stop), diversification and asset allocation, choice of benchmark, use of cash, tracking your performance, as well as articles collected and depth of investment research activity).
	20% will be based on the return performance of your portfolio relative to your peers. Return will be measured as the holding period return as tracked on Stocktrak. Risk is also important and is measured using standard deviation, beta, and other qualitative characteristics like asset allocation and risky investments that are based on “hunch” rather than investment strategies. Beware of executing risky strategies that are not part of your original investment objectives to generate a windfall.
	15% will be based on your team’s rank in the class.
	15% will be based on an analysis of the six best performing and 6 worst performing investments in your portfolio.
	5% will be based on a critique of your portfolio using what you have learned through the class and from your portfolio simulation experience. If you had to do it all over again, would you change your investment objectives and strategy in any way? If not, why? If yes, how?


 StockTrak Projects
 StockTrak and Investment Education – An Overview
  Written by Enyang Guo 


Abstract
—Stock-Trak Global Portfolio Simulations introduce a hands-on learning experience for students to understand investments and allow the instructor to integrate the variety of course contents into the simulation.
	Engages the integrated learning efforts from students
	Stimulate the interests of investment
	Build up a sound knowledge base for financial markets

—This article discusses my teaching model with using the simulation, feedbacks from the students about the simulations, and my thoughts for future reference.
A Brief Overview of the Simulations in My Class
	Every student manages a $5,000,000 portfolio, and 300 trades during a 3 month time period;
	Students can buy, sell, buy on margin, and sell short almost all common stocks, bonds, foreign currencies, mutual funds, futures and options in the United States and selected foreign countries;
	Students are required to trade stocks, bonds, mutual funds, futures and options that are covered in the course;
	Class presentation and final report to check the learning outcome.

Getting started buying and selling securities
The Teaching Model
	Initiate the portfolio	Portfolio structure and allocation
	Strategies and risk tolerance
	Do research to pick up the securities


	Weekly class review about the project progress	Ranking in trading frequency, value of the portfolio, and Sharp Ratio   review


	Every student makes one presentation to the class	Report the progress of the project, trading strategies, etc.
	Share good idea and lesson learned from the trading with classmates
	A short written report about the presentation


	Hands on experiences
	Sale short
	Trading futures	Most favorite trading and most lessons learned
	Margin requirement and mark to market


	Trading options	Comprehend to make an investment decision
	Trading call/put vs. exercising the option to complete the trading


	Final report is due at the end of the 3 month	A summary of the trading activates and strategies
	A report of trading outcomes overall, profits and/or losses
	The lessons learned from “making money” and “losing money”
	What have learned from the project
	Appendix including all the weekly statements of the Stock-Trak account
	Charts and tables, and the contents do not beyond 6 pages (excluding the statements in the appendix).


	Grade of the project	20% of the course and based upon the learning efforts of managing the portfolio
	How many trades and trading frequency
	The efforts to try new methods learned through the course, investment strategies developed management of the portfolio
	The class presentation and the report with the presentation (peer evaluation)  survey    review
	The final report of the project


	Manage the portfolio and integrate the simulations with the course materials—	There are  tasks in each chapter to  link to the project
	Hands-on experience enhance the learning that make challenging textbook material easier to comprehend
	Short sales
	Trading futures
	Trading options



Use of short selling options and futures
Peer Review Form
Student Grades Report
Student Feedback
The most favorite project in my college career!
Overall I really enjoyed this simulation. It gave me a decent grasp on how the market works … there is no such thing as timing the market and making about average profits on a consistent basis
Overall, although I lost big and finished in nearly the bottom of the class, I learned a lot. I was far from achieving the portfolio with the greatest value, but I learned a lot of useful information. I feel comfortable now reading quotes, as well as creating orders for stock, bonds, futures, options and spots. Being given the opportunity to make mistakes without taking any financial losses was invaluable.
All in all, I can honestly say that this simulation has proven to be one of the greatest learning experiences I could imaging. I learned a lot from making money, and even more from losing it. While finishing near the top of the class would have been nice, I think I may have actually learned a great deal more by finish at the back of it.
What I truly gained from this project was a much better knowledge on the workings of the stock market…not only learned what a call and put were in class, but I was also able to experiment with buying these different types of options outside of the class…
This was probably one of the most fun, interactive projects that I have ever done in my class. I spent more time in this simulation than I have on any other project and I fell as though I still needed to spend more. At least now I feel a lot more comfortable when it comes to investing. I am looking forward to using what I have learned through the class and the stock-trak simulation in my real life and building my own personal portfolio.
The project has been very easily the most valuable project I have ever been involved in during the course of my school career.
The project taught me about the stock market
I learned through the project to be an investor that involves dedication, drive, research, and how investment works
I had a misconception before that stock market is an easy way to get rich quick…this project taught me even with taking the right steps, doing the right research, and having all the necessary information making money… it is difficult at best
Overall, this project will play an invaluable role in the rest of my life as I plan on being involved with investing in some way…it taught me more than I could have ever expected…

 StockTrak Projects
 Finance – Short Term Investing and Risk Management
  Written by Travis Sapp 


What is it?
The primary purpose of the project is to gain an understanding of the investment process by becoming an interested participant. You can buy, sell, buy on margin, and sell short all NYSE, AMEX, and NASDAQ stocks (common and preferred) that are trading at $5.00 or more, as well as mutual funds, government bonds, corporate bonds, futures, options, futures options, and index options. You can also trade foreign stocks listed on exchanges such as Toronto, London, Paris, Frankfurt, Tokyo, Hong Kong, Taiwan, Sydney, South Korea, Mexico City, and others. These foreign stocks will be quoted in their respective currencies and converted into U.S. Dollars based on the currency exchange rates. Domestic prices are quoted in real time.
What are the goals?
The investment strategy for the class will be to “provide reasonable short term growth of principal and income but with moderate risk.” This mandate is purposely vague and may be interpreted to suit your investment style.
Students will NOT be graded on the basis of their investment performance. Requirements for each student include: (1) tracking the performance of your portfolio each week through the semester; (2) being prepared for classroom discussion of macroeconomic, financial market, or other news events that might affect the risk and return of your portfolio; and (3) producing a comprehensive report analyzing the performance of your portfolio over the semester.
How do we trade? Trades are placed over the internet by logging into your account at www.stocktrak.com. Details on how to place trades may be found in the trading rules at www.stocktrak.com. Your account is limited to 200 trades for the semester; either market or limit orders for a minimum of 25 shares are allowed. There is also a position limit of no more than 25% of your portfolio invested in a single security.
How do we track our performance?
You may track your performance using Stock-Trak’s web site, which gives detailed information on your positions as well as an overall summary.
Specific Requirements:
1. Register your Stock-Trak account during the first week of class.
2. Initial report: Submit a one-page report on Thursday, January 14, briefly outlining what you hope to get out of this exercise and what tentative strategy you will pursue. For example, you might choose “conservative” focusing on blue-chip stocks and Treasury bonds, or “aggressive” focusing on technology or growth stocks and possibly some derivatives. Or perhaps you prefer a largely passive “buy and hold” strategy focusing on large index funds. Day-trading is also permissible.
3. Make at least one trade per week (this should not be a difficult requirement to fulfill). You are allowed a maximum of 200 trades. You are required to make at least one transaction in the stock market, one transaction in a mutual fund, and one transaction in the bond market over the course of the semester. You are also required to take at least one short position (see #5 below). You may experiment with futures and options if you wish.
4. Record the weekly total value of your portfolio each Friday. Note: Your initial portfolio value on Friday, January 15, is $1,000,000.
5. As referenced in #3 above, you are required to enter into at least one short position on or before Friday, January 22, and hold it at least until Friday, February 12. Be prepared to discuss in class how this position is performing. Your experience with this short position should also be specifically addressed in your final report.
6. Final Report: A comprehensive report will be due at the end of the semester detailing your trading activity and the performance of your portfolio over the 14 week period. Discussion and analysis in the report will consider the total return on the portfolio, risk characteristics, key market-wide or industry- or firm-specific events that influenced trading decisions and subsequent results. A brief chronicle of major events with their associated impact on trading decisions is recommended. If you make certain trades for purposes of experimentation rather than based on specific information, that is fine. You will NOT be graded on the basis of your investment performance. The report should be typed and should contain at least one graph showing the performance of your portfolio over time. For purposes of comparison, the S&P500 will be used as a benchmark portfolio. Include a table of your weekly portfolio values and weekly portfolio returns, as well as the weekly S&P500 index values and weekly S&P500 returns. Describe how your portfolio performed in relation to “the market”. Note: You will need to adjust for risk! Specifically, compute the Sharpe ratio of your portfolio as well as the Sharpe ratio for the S&P500 Index over this time period and comment. Other measures may be included as well. (You may assume a weekly risk-free rate of 0.06%). The final report will be due on Thursday, April 29.

 StockTrak Projects
 Investments – Diversification Project
  Written by Xing Lu 


You have $1,000,000 in your brokerage account and need to invest at least $100,000 in each of the following asset classes: (1) equities, (2) mutual funds including ETFs, (3) bonds, (4) options, and (5) futures.
For this assignment I suggest 1) relax and enjoy this experience, 2) read the instructions and learn the portfolio limits carefully, 3) put in some time to read news stories, analysis reports, and rumors. Have fun with this trading game during this forced swim through the financial markets. Choose some investments with extravagance and uniqueness. Those are truly dynamic characteristics.
How to get started before Jan 29th:
	Register an account
	You can start trading on Jan. 29th and complete your first portfolio by Jan. 31st.
	After forming your first portfolio, submit your portfolio “policy statement” clearly stating following issues:	Investment Objectives
	Your portfolio style (asset classes and allocation)
	Discuss major different risks that your portfolio faces
	According to your investment style, name three benchmark portfolios (mutual funds, indices, etc.)
	Due Jan 31st in class



Be the best group of portfolio managers: (Feb 1st – Apr. 9th)
	Stick to your “policy statement”. If you make any major changes during the trading period, you need to specify and explain the changes in your final report.
	This is YOUR portfolio and its performance shows your knowledge and skills. Although there are certain limits on asset classes and asset allocation (e.g.: you can invest up to 60% of your capital in stock, bond, or mutual funds).
	You need to actively manage your portfolio. I have full access to your trade records and expect to see at least one trade in each asset class every week. 2

On Apr. 9th:
	Sell all investments before markets close.
	Start preparing your final investment portfolio report, which is due on Apr. 21st in the OnCourse DropBox. Your report should have a cover page clearly stating all member names, course title, and date.
	Your project will be graded based upon:	Policy statement (20%)
	Trading activities (10%)
	Portfolio performance (40%)	First place – 40%
	2nd and 3rd – 25 to 35%
	Last place – 10% or lower


	Final report (30%)



Game rules:
RULE 1:
Invest in at least 4 different asset classes at startup. Buy extra securities if you want.
RULE 2:
Our lab has 4 machines that have on-line links to the Bloomberg Information network. You are required to obtain information from Bloomberg about one stock and bond in your portfolio. Failure to ever submit the printouts subtracts 25% points from those already earned. See tg-bloomberg.pdf for instructions on using the machines and collecting the Bloomberg printouts.
What you need for the final submission on the due date:
(1) Common Stock – Use a stock screen to choose a common stock. A stock screen allows you to set different criteria and then finds all stocks with information that satisfy the criteria. The free stock screen described below may be useful after you leave IUSB. Point your browser to http://screen.yahoo.com/stocks.html. Set a MINIMUM OF 4 CRITERIA and arrive at a good-looking final sample with not more than a dozen companies. Make these printouts:
	PRINTOUT 1: Print the web page with the Stock Screener Search Results.
	PRINTOUT 2: Return to the criteria page (click “Back”) and print the criteria settings.

Return to the search results. Choose any one stock for your start-up stock. Jot down and record in your spreadsheet the ticker symbol from the leftmost column so that you can easily find the price later. Once you have chosen the stock click “Chart” in the rightmost column labeled “More info.” On the subsequent page along the left frame under “Charts” click “Technical Analysis.” For the table entry “Moving average” click on 10 and click on 100.
	PRINTOUT 3: Print the chart showing the 10-day and 100-day moving average. Make your own call and write in big letters at the top of this page “BUY” or “SELL” by employing moving average trading rule.

(2) Mutual Fund – There are over 5,000 mutual funds in the USA so finding a winner can be difficult especially over a short horizon. Here are instructions for a free Internet mutual fund screener. Point your browser to http://www.morningstar.com. You might be asked to join for a free membership — no problem it’s free. Along the top frame are selections such as “Home”, “Portfolio”, etc. Click on “Tools.” Click the “Basic Screener” for “Mutual Funds”. At the top of the Mutual Fund Screener frame, you may click, if you wish, on the “Instructions”. This link describes operation of the Basic Mutual Fund Screener. With any Mutual Fund Screener, you set different criteria in order to find the mutual fund that fits your preferences.
To read the definition of any criterion, click on the little light bulb besides the criterion heading. Read the description, look at the choices to which the criterion may be set, and then set it. When finished setting criteria, click the tab “Show Results.” If you get zero matches, or otherwise want to change something, click “Change Criteria.” Go back and forth between Show Results and SET A MINIMUM OF 4 CRITERIA to get a good-looking final sample with not more than 24 Search Results.
	PRINTOUT 4: Print the web page with the Search Results and criteria settings. Click on the fund name to get a Snapshot of information about the particular mutual fund.
	PRINTOUT 5: Print the web page showing the Snapshot of the fund. Jot down the ticker symbol that appears to the right of the fund name and type it into your spreadsheet. With the ticker symbol, you can easily find the fund’s price later.

(3) Corporate bond – Point to http://cxa.marketwatch.com/finra/MarketData. Thousands of businesses in the financial services industry allocate millions of dollars to make this site available. Currently your view is the “Investor Information” tab and “Market Data” selection. The tools, calculators, and other tabs show information that someday may be worth browsing. For now, however, click along the left frame on “Bonds” > toward the middle of the page click “Advanced Bond Search” > click “Corporate” for the bond type. Definitely search for a bond that (a) matures two years or more beyond the end of this semester, (b) coupon type = fixed, (c) trading activity within the last 10 days, and (d) interest payments = Semiannual. You may, if you wish enter any of these optional settings: an issuer name (e.g. Indiana), coupon rate (e.g. 5.0 to 8.0), rating (e.g. AAA to BBB), or industry group (e.g. Energy). Refine the search criteria as needed. Click on the bond you select under the column “Issuer Name”.
	PRINTOUT 6: Get the printer friendly version of the Bond detail for your selected bond 4

Notice that Marketwatch/Finra and Bloomberg quote bond prices per $100; e.g., 98.63 means a bond price of $986.30 and to spend $100,000 you must buy 102 bonds. In your spreadsheet enter, for example, 986.30. Take a copy of this printout to the lab later to assist finding this bond on Bloomberg.
(4) Investment portfolio report – Prepare your report following the guidelines below. Your report should be a non-sensitive, impersonal business report befitting a literate graduate from a business school. Mechanical errors, such as spelling mistakes or disagreement between subject and verb tenses, detract from the reader’s impression of quality. A high-impact report incorporates headers, itemization, short paragraphs, and smart sentences. Edit three times before submission so that it reads better. Present discussions in paragraph form with itemized headings for each discussion. There are no length requirements or restrictions. About 80% of all reports are between 3 and 5 pages. Disinformation detracts from scoring. Do not send extraneous printouts.
	Market backdrop (40% of final report)	1a. Summarize and reference one financial author who explains why market prices moved during a specific horizon, such as the TG holding period, the previous month or weeks, or other explicit period. Use your words and paraphrase his/her argument.
	1b. Does she/he have a dominant argument for explaining the price movement or are other trade-offs plausible.


	Portfolio performance, highlights, and analysis (60%)	2a. Review your policy statement and changes
	2b. Discuss your portfolio gains, losses, and trading activity. Confirm whether the securities you sold on any adjustment date outperformed the ones replacing them. • 2c. How much economic profit (%) did the start-up common stock create or destroy for a well-diversified portfolio? Compute ROR equilibrium using (i) alpha and (ii) beta from your Bloomberg printout.
	2c. Discuss following items.	2ci. What is next year’s interest rate at which the one year rate of return from owning your start-up bond would be zero? Obtain your answer from the Bloomberg ”Horizon Analysis”. Qualitatively compare the current yield with capital gains yield for that scenario.
	2cii. Was there any foreign currency whose exchange rate moved so much during the game that you would have gained more had you used dollars to simply buy and hold the foreign currency fund until game’s end? That is, would avoidance of USD denominated securities have been better?





(5) Bloomberg printouts. You don’t need to print out your final portfolio standings. I can see them on Stock-Trak.

 StockTrak Projects
 Finance – Conducting Investment Research & Building A Portfolio
  Written by Anke Stugk 


These are the requirements for your semester project. Please ensure that you understand all components and work on your project throughout the semester. The complete project must be submitted by the end of week 14.
Objectives
	To acquaint students with sources of market and price information available for personal investment that will help to make better financial decisions.
	To assist students in understanding the role and operation of the financial markets.
	Develop an appreciation of how various forms of investment information can lead to better investing skills and returns.
	Apply the concepts and tools presented in the course to identify logical chains of causes and effects determining price changes in the financial markets.
	Describe an investment portfolio and how students would go about developing, monitoring, and managing a portfolio of securities.

Project Part 1
Research Your Investments!
Select a minimum of 5 (five) companies from different industries and provide information for points 1 through 9 and why or why not to invest in this company.
Investing involves making informed decisions, which means researching companies and industries before plunking down your hard-earned money! An excellent source of information about a company is the company itself, particularly its annual report to stockholders. In this project, you’ll examine the annual stockholders’ report of a company in which you are interested. (You can substitute an annual report for a current 10K filled to the SEC). The annual report is a document that provides financial and operating information about a company to its owners, the stockholders. Obtain a copy of the latest annual report of the company you are researching. The best research tool is the BB&T finance lab located at the HU Fort Myers campus room 330. Additional websites will be recommended by your instructor for online research. (Stocktrack, MorningStar, Finviz etc). Carefully study the annual report or 10K and then prepare a corporate profile of the firms you selected. Your profile should include the following elements: 1.Name of the company, its ticker symbol, and the exchange on which it trades 2.Current market price of the stock and its percentage change from 1, 3, and 5 years ago (try to find a chart of its stock price) 3.Location of its corporate headquarters, names of its officers, and percentage of inside ownership 4.Brief description of the company, including its major products or services 5.Brief history of the company 6.Major competitors 7.Sales and profit summaries 8.Other relevant financial ratios and measures 9.Recent developments and future plans
Project Part 2
You will want to approach the trading with the objective of making the greatest amount of money since this is the objective of speculators in the market. However, remember that the objective of the project is for you to learn about the role and operation of the financial markets. The focus of the evaluation of your term project will be on your research and analysis of the markets.
	Trade in the preferred financial market
	Select at least one Mutual Fund
	Create table of all trades (buy and sell date, shares, price per share, gain/loss)
	Provide detailed analysis for each trade (buy and sell)	Must include national and international economic/business events
	Basic fundamental analysis of investment
	Reason for transaction



Project Part 3
Summarize your trading results; particularly including the decision making process during the establishment of the portfolio. Your summary should include national and international events, gains and losses, and how specific events have impacted the value of the portfolio.
Finally, include what was learned during this project in terms of speculating in the financial market.
Your final report must include all three (3) project parts. The report must be in APA style, including a title and reference page, and intext citations.
TRADING INSTRUCTIONS
	You will have a password and account number. As instructor, I will have access to your trades and will be able to monitor your progress through the game.
	You are required to make a minimum of ten round turns. Trade as often as you like; five is just the minimum; the more you trade, the more comfortable you will become. You are to close all trades by week 14.
	The instructor will let you know when to start.
	You will have an initial capital level of $500,000 for trading. Out of this capital base you must pay commissions, post margin, and cover any losses.
	You are not allowed to buy more capital. You may hold up to 25% of your initial endowment in any security.
	You are NOT allowed to day trade for more than half of your trades, and if you are not familiar with markets, you may not want to trade with this strategy.
	Keep a record of all of your transactions for your personal use as you will be asked to report your trades in your written report


 StockTrak Projects
 Personal Finance – Short Term Investing vs Retirement Planning
  Written by Anke Stugk 


Johnson School of Business FIN3000 Personal Finance Project
By Professor Anke Stugk, MBA
astugk@hodges.edu
A study of personal financial management including retirement planning; budgeting; individual taxation; consumer credit; investments such as stock, mutual funds, and annuities; insurance, and major expenses. Prerequisite: MAC1132 or permission of the faculty/program advisor, program chair, and dean.
Personal Finance Semester Project Assignment Objectives
	Students will identify financial short term, intermediate, and long-term goals
	Students will be able to synthesize information to develop and evaluate strategies to create a personal financial plan
	Students will be able to demonstrate understanding of time value of money concepts
	Students will apply risk and return concepts • Students will differentiate investment tools and the risks and benefits associated
	Students will be able to use taxation concepts in personal financial planning
	Students will critically reflect on their own financial literacy

Assignment Instructions
Initial Investment assignment – Submit in Week 1
You have a $100,000 simulation account using the Stock-Trak simulation portfolio. Based on what you know today, please make investments that will fit your financial goals. Your submission must include a title Page, brief summary of your personal financial goals, brief reasoning for your investment decision, table of your investments, and references if applicable. Your write up must be a minimum of 150 words.
Continue working on the following section during the semester
Taxation Week 2
Clearly identify Federal Taxation principles that impact your personal financial planning. Provide detailed calculated examples pertaining to your simulation portfolio and financial goals. In addition to your calculations you must provide a write up of minimum 250 words for this section.
Asset and Credit Management Week 4
Identify asset and credit management principles you can use to achieve your financial goals you have stated in week 1. Provide detailed calculated examples pertaining to your simulation portfolio. Your calculations must include the concepts of time value of money. In addition to your calculations you must provide a write up of minimum 250 words for this section.
Insurance Needs Week 5
Clearly identify insurance needs you must meet to achieve your personal financial goals. Provide detailed information on life, health, and property insurance. In addition to your calculations you must provide a write up of minimum 250 words for this section.
Managing Investments Week 6
Based on what you have learned over the past weeks make adjustments to your portfolio. Identify the changes you have made to your portfolio and provide detailed information why you have made these changes. Download the detailed transaction report and include as appendix to your final portfolio. Select one investment you have made and complete a basic fundamental analysis for this security. This analysis must be in essay format and include the company name, ticker symbol, where it is traded, the company headquarter, who is the CEO since when, what is the industry, brief overview of the company, what has been the trend of the security over the past three years, what is the security beta and what does that mean for your investment? (Do not include bullet points!) In addition to your calculations and tables you must provide a write up of minimum 500 words for this section.
Retirement and Estate Planning Week 7
Provide detailed information on what measures you must take to be prepared for retirement. Based on your personal finance strategy include information on your necessary estate planning assuming you have achieved all your financial goals. In addition to your calculations you must provide a write up of minimum 250 words for this section.
Conclusion
Conclude on the main findings during this project. Provide detailed information on what you would change when reviewing your week one allocation and week 6 portfolio allocations. Provide a strategy to create a personal financial plan. You are required to have a minimum of 250 words.
Your final submission will include a title page, introduction using assignment from week 1, information for each section as stated above, and a reference page. All components must be submitted as one word document in your final week. You will be required to submit your assignment under the assignment link and through Turnitin. Only submissions in both places will be considered for grading. Students are required to adhere to the Academic Honesty Policy and follow APA style guidelines.

 StockTrak Projects
 Business – Financial Markets Voluntary Extra Credit Project
  Written by Ray Melcher 


Bus 410 – Financial Markets
Voluntary Extra Credit Project: Simulation Portfolio Management -Stock Selection and Security Trading
Fall 2016
This is an optional project for extra credit to be applied to the “Total Grade” earned . Students who participate in this project according to the project guidelines will receive a 5% extra credit allocation towards the total grade. That is, if a student’s total grade is 90%, a 5% adjustment will increase the final grade to 94.5%. It is a pass/fail grade. That is, if I deem you have performed the exercise according to the guidelines and requirements as described herein, you will pass and receive the extra credit. If you fail to follow the program details, you will not receive any extra credit.
The purpose of this project is to allow you to develop your investment portfolio management skills during the course. The relevance to this course is that the stock market and investment activity of all types is heavily dependent upon, influenced by and controlled by participants in the Financial Markets and the Financial Institutions that are part of the Financial Markets.
You need to first register at www.stocktak.com. Instructions follow. There is a student fee of approximately $27.
You will be granted $500,000 of initial investable cash. You must select stocks from a minimum of 5 different industries (such as Technology, Health Care, Financials, Utilities, Energy and Natural Resources, Retailing, Manufacturing, etc.) . You should invest no more than 10% of your $500,000 initial investable capital in any one stock and no more than 30% in any one industry.
You will be allowed up to 200 stock trades during the program period of 10 weeks. You can register on August 25, 2016 and all participating students must be registered by September 1, 2016. There are some guidelines including a maximum investment of 20% of your $500,000 in one stock. . The commission on stock trades will be $10.00 per trade and you can make up to 200 trades during the project period.
To register, click on https://www.stocktrak.com/members/registerstudent?className=Fin%20Markets%20F16
on this link. The web site is www.stocktak.com. On the home page click on the “students register here” button and input Fin Markets F16 (exactly like that) as the class name. There is a student fee of approximately $28 for participation on Stock Trak paid directly to Stock Trak..
From STOCK-TRAK
“Students have 24/7 access to our extensive FAQ section, they can submit questions online, chat with a customer service representative or call our customer service during the hours of 9:00 a.m. to 5:30 p.m. ET. During these hours students calling in will be speaking to a live support agent who can give quotes, or answer any technical or support question about their account.”
Requirements
The project grade will be based on your efforts at constructing and managing your investment portfolio.
1.Due: September 8 handed in in class. Each student to submit a statement of your investment profile and objectives. You will be able to develop your investment profile and objectives after my presentation about Managing an Investment Portfolio. . Although the primary portfolio management goal is maximization of the investment return, your profile and objectives should incorporate specifics such as specific rate of return targets, risk appetite,, stock allocation limits and targets, macroeconomic indicators that you will watch, market trends analysis, industry knowledge and more.
2.You will be required to submit an email to the instructor weekly by 9pm of every Sunday night starting Sunday September 11, a summary of your portfolio performance that week including an explanation of the trades that you made and an explanation of your rationale for each trade. Your rationale should correlate to your stated investment profile and objectives created at the beginning of the project.
3. Retain a record of the sources of information that you used to make your investment decisions during the project including copies of articles, analyst reports, annual reports, quarterly reports, etc. I may ask to see the information that you used to make a stock purchase or sale.
4. Due by November 20 by 9pm. Submit a Final Report detailed analysis of how your portfolio performed during the project period. Your base line for assessing your performance should be your Investment profile and objectives crafted at the beginning of the project. You analysis should state how you made your decisions on trades and investments and what the factors were that led to your decisions. Decision factors include those contained in Constructing and Managing a Portfolio presentation that I made at the beginning of the semester and involve industry trends and developments, company earnings, economic developments, competitive challenges or opportunities, merger and acquisition activity and more. Your grade will be based on how much analytical effort and consistency of rationale vis a vis your investment profile and objectives at the outset that you put forth as summarized in your Final Report.
Also include in the Final Report, answers to the following questions:
1. Given your experience with this portfolio construction and management and your investment profile and objectives, what would you do different if you could start over, if anything.
2. What were the 2 or 3 most interesting, difficult or surprising aspects of managing your portfolio relative to dealing with stock price performance (changes) during the term?
3. What were the most accessible and helpful sources of information that you relied on to assess your stock performance to assist you in making trade decisions.
Ray Melcher – Instructor
484-797-9796
Raymond.melcher@alvernia.edu
Fall 2016

 StockTrak Projects
 Personal Finance & Investing – A StockTrak Project
  Written by Thomas Krueger 


This project is by Professor Thomas Krueger, Chair of Accounting and Finance Department at Texas A&M University – Kingsville

STOCK-TRAK Simulation
Part 1: Preliminary Report
STEPS: 
	Complete a four-page description of your investment plans using the topics below as an outline (20 + 5 points)
	Summarize your Strategy, filling in the blocks on this page (5 points; 3 + 2 for forecasts)
	Staple #2 on #1 and turn in complete report

Due Date:   September 23 (1 point deduction per class period after 9/23)
Team Members ________________________________________________________________
Preliminary Outline:
	Selection Criteria	Summary of Selection Criteria within Investment Policy (3 points)


	High Return/Risk vs. Low Risk/Return
	Active trading v. Buy-and holding
	Stock v. Bond (v. Options/Futures)
	Economic/political sensitivities
	Special industries vs. Broad diversification
	Selection criteria within industry
	Timing & Margin	Market v. Limit order
	Cash v. Margin account


	Current income vs. Capital appreciation
	Direct v. Indirect Investment
	During the simulation, what do you expect to be the rate of return on (1/2 point each):	Common stocks (i.e., S&P 500)?
	Treasury bonds (sum of coupon payments & price change)?


	Other considerations

Include at least 5 citations from the Internet, Wall Street Journal, Fortune, etc.
During the simulation, what do you expect to be the rate of return on (1/2 point each):
Common stocks (i.e., S&P 500)?  __________
Treasury bonds (sum of coupon payments & price change)? __________
Include at least 5 citations from the Internet, Wall Street Journal, Fortune, etc.  (+5) ß
Part 1 Rubric
	Grade Sheet 
STOCK-TRAK Initial Strategy Report
	Grading Dimension	Possible Points	Your Score
	Cover Sheet Summary	3	 
	Forecast for common stocks and Treasury bonds	2	 
	Detailed Analysis of:
High Return/Risk v. Low Risk/Return
	2
	 
	    Active trading v. Buy-and holding	2	 
	    Stock v. Bond (v. Options/Futures)	2	 
	    Economic/political sensitivities	2	 
	    Special industries v. Broad diversification	2	 
	    Selection criteria within industry	2	 
	    Timing & Margin
-Market v. Limit / Cash v. Margin account
	2
	 
	    Current income v. Capital appreciation	2	 
	    Direct v. Indirect Investment	2	 
	    Other Considerations	2	 
	Citation Use – Minimum of 5	5	 
	Total Score	30	 

Due 10/21
Part 2: Mid-Semester Report
Fundamental Analysis & Technical Analysis
1. List the two most important criteria in your selection process and note whether they are fundamental or technical (price & volume related) factors. (4 points)
Primary Factor: ______________________________   Technical or Fundamental? _______________
Second Factor: _______________________________   Technical or Fundamental? _______________
2. Identify your three largest investments (long or short sales), in dollar terms, to date and justify their selection on the basis of your criteria. (3 points)
	Choice	Selection Criteria
	a.	 
	b.	 
	c.	 

3. For these three largest investments calculate the holding period returns for each in dollars and percentage terms. (4.5 points)
	Investment
	Holding Period Return in Dollars
	Holding Period Return in % terms

	 a.		
	 b.	 	 
	 c.	 	 

4. Using the Wall Street Journal’s “Markets Diary”, Markets Lineup”, “Markets by the Slice,” or “International Stock Market Indexes,” or prime competitor note, whether the three investments beat the return on a relevant benchmark. (4.5 points)
	Comparative Investment/benchmark	Benchmark’s Holding Period Return in % terms	 Did you do better or worse than Benchmark?
	 a.		
	 b.	 	 
	 c.	 	 

5. On a separate, typed sheet, list and discuss the major event(s) or condition(s) (company, industry, macroeconomic factors) that resulted in better or worse performance for each of your three largest investments. (6 points)
6. On the line’s below, list at least one mutual fund, option and futures contract that you think would be a good investment and explain your selection. (3 points)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Part 3: Final Stock-Trak Simulation Report
TEAM: _________________________________________________________
	 Grading Dimension	Possible Score
	 Your Score
	 Opening Strategy– Specify and support strategy- Relate to original selection
	2
	 

	Portfolio Revision
 – Specify and support changes	2
	 

	  NOTES to Opening Strategy and Portfolio Revision:
 If you did not revise strategy, support decision to maintain original selectionAnswer the following questions:
 –  Why were certain securities chosen, but not others?–  Why were certain firms in an industry chosen, but not others?
 –  What rate of return were you anticipating?
	 Performance Evaluation   
a. Largest Stock Investment, – If largest stock is “b” or “c”, add 2nd largest stock  
b. Investment with greatest gain   
c. Investment with greatest loss, and   d. Entire portfolio  Include:    
 i.  Holding period returns ($, %) & Evaluation of timing ability (Buy near simulation period’s low or high?) 
 ii. Market-excess returns (Benchmark return over same holding period) & Comparison to other investments (Alternative shares, bonds, futures) 
 iii. Risk-adjusted returns (Stock – Treynor/Jensen, Bond/Future/Option/Portfolio: Sharpe)	12
	 

	 Proposed future investment strategy  – Choices for the next six months
 – Choices for a 5-year investment horizonNote 1: Identify specific investmentsNote 2: Justify forecasting firm/industry/economy 
	2
	 

	 Report presentation– Grammar, Spelling, Clarity (subheadings)
 – CitationsBonus Points: Effective use of Illustrations
	2
	 

		20	

Length: 4-6 typed pages

 
 StockTrak Changelog
 New Career Center
  Written by Kevin Smith 


This might be the most valuable update to StockTrak yet!
Last year, over 80% of students who used StockTrak believed it made them a stronger candidate in the job market, and we take that information seriously. We want to help your students find jobs, and to help, we have launched our new Career Center.

The Career Center has 3 main parts, each helping your students launch a great career.
Job Postings
Our Job Postings tool brings together job and internship postings from 3 of the biggest sources – CareerBuilder, Indeed, and ZipRecuirter, all into one place. Students can search over 200,000 jobs and internships specifically curated for for current students and fresh graduates in Finance, Accounting, Management, Economics, and Marketing majors. 
Certifications
Our Certifications section has valuable information for students looking for great ways to set themselves apart from their peers while still in school. It contains great ways to add certifications like the Series 7  to their resume before graduating, helping their resume rise to the top of the pile.
Job Search Tips
The Job Search Tips section has a lot more “tips and tricks” for students just starting their first real job search. This includes things like how to tailor their resume for keywords of the specific job they are applying for, how to shine during interviews, the most common mistakes graduating students make when looking for their first internship, and much more.
Click Here to visit the Career Center

 
 Job Search Tips
 What can you do improve your career while in school
  Written by Kevin Smith 


If you are still in school while reading this, remember this golden rule: It is never too early to start preparing for the job market. More students are graduating now than ever before, which means competition for great jobs to launch rewarding careers is more competitive than ever.
Even if you are just starting at your university, there are a few things you can do to improve your career while still in school.
Extracurricular Activities
Many ambitious students will try to load up on societies, fraternities, and other extracurricular activities to help add meat to their resume before graduation.
This is not without reason – 70% of businesses believe that having a track record of activities helps candidates stand out from a crowd. This does come with a caveat: if you get too many activities on your resume, employers may see it more as filler than substance.
Quality Over Quantity
When you are choosing how to spend your time with activities, keep in mind what employers are looking for when checking your extracurriculars.
First, your activities should show you to be passionate and dedicated with what you do. This is important – if you have too many activities that all last a short amount of time, it gives more of an impression that you prefer to jump around (and may do the same in the job market). If you have a few activities that you stick with for the long haul, it makes a much stronger statement that you like to get involved with what you are doing, and can make long-term contributions.
Next, having more leadership positions makes a much stronger statement. Leadership positions in these organizations helps tell potential employers that you have initiative to take charge, organize and execute projects, and get involved. Non-leadership positions do not say much about what exactly you were doing, other than the activity is something you were interested in.
Networking
Perhaps the biggest impact of your extracurriculars is the people you meet while getting involved. This is especially true for business fraternities, but can apply to any organization – friends and contacts you build while in school can potentially be a big help later when you search for a job.

Pictured – Future Business Partners

This is not to say that you should join these organizations just for the sake of networking, but taking part in activities with people who share common interests are more likely to last beyond graduation, and into the job market.
The Final Word
Having lots of extracurricular activities on your resume probably will not make or break your application or interview. The major advantage is having something to add “color” to your resume and help you stand out from the field of thousands of other students graduating and applying for entry level positions with a similar educational background. Your extracurriculars should show that you have a little bit extra drive or leadership experience. Better yet, show interest in a skill that the hiring manager finds useful (or at least interesting). The final word is that the right activities could give you an edge over a candidate without it.
Pick Classes That Build Skills
“Relevant coursework” does not rank very high on the list of what employers want. In fact, you might be better off by leaving the “relevant coursework” section off of your resume entirely, unless you need to fill space. Paradoxically, the classes you choose will have a huge impact on how many calls for interviews you get on the job hunt, and are one of the most important things you can do to improve your career while in school.
This is because the biggest concern of any hiring manager is whether or not they think you can do the job. Fresh graduates usually need a lot of training on basic workplace skill sets. If you can add the right skills to your resume, you will get a massive advantage over other candidates.
Golden Coursework
Employers say the biggest problem they have with fresh graduates is lack of communication skills and professionalism. Regardless of your major or field, it will help your job prospects to put that fear to rest to any manager reading your resume. Take a class on business communication (and take it seriously), and apply what you learn when crafting your CV and cover letters.
Beyond communication, there are usually a few courses in every major teach specific skills. These can be the most valuable classes you take, even if they feel worthless at the time. If you learn something in a class that you can list with your “skills and competencies”, it will be worth 5 times as much as a course under “relevant coursework”.
Find Your Dream Job Posting
There are two things you should be looking at every time you pick your courses. First, see how much closer it brings you towards graduation. A very close second is job postings for the job you want after you graduate. This second point is ignored all too often by students, only to deeply regret after graduation.
Every job posting lists the company, job title, responsibilities, and required skills. When you search through postings to find a job that you would really love to grab, you can use this information to choose your coursework to help build the exact competencies potential employers are looking for. If you can cater your academic record to match what your potential employer is looking for, you stand a much stronger chance of landing an interview.
 StockTrak has a job search tool build just for this: you can search over 500,000 jobs and internships to find the one you want the most, then build your academic record to match.
Internships
We have written at length the exact value of paid versus unpaid internships, but the cold, hard truth is that internship experience is the #1 thing employers look for in fresh graduates. There is no true classroom replacement for work experience, and a good internship can both give your resume a big boost, or even secure a job offer outright.
Why Internships Matter
Internships matter because it is the only real way for your potential employer to see how you work in the “real world”. Your internships can show you proactive you are with the job hunt, and the references can be invaluable. Most importantly, great internships can lead directly to a job offer, letting you skip the job hunt entirely. An internship is a fantastic way to build work experience, network with people in the field, and gain valuable references for later.
So Why Not Just Skip Everything Else?
There are many upsides to getting as many internships as possible while still in school, but the process is not quite that simple. Getting an internship is almost exactly the same as getting a job, so do not expect landing one will come naturally. Internships are also in very limited supply – it can be a major challenge to land one, let alone the internship of your dreams. Since internships are being pursued almost exclusively by students (or recent graduates), all of the other suggestions for what you can do while still in school apply double for internships – whatever you can do to set yourself apart from your peers will help.

Good internships launch great careers

Apply for internships early and often – the StockTrak job search tool also includes tens of thousands of internships looking for candidates for next term, so start searching now.
Get Certifications
Getting professional certifications is one of the most overlooked ways to start boosting your resume while you are still in school.
If you want to work in the securities or brokerage industry, almost every position requires at least some certification. Usually the first is the Series 7, so one of the big frustrations for finance companies is that they need to spend the first couple of months for every new recruit on preparation for passing the certification exams.
Many brokerages skip the middle man and just require Series 7 certification as one of the core job requirements, even for “entry level” positions. Since you need to be sponsored by a company to sit for the exam, this puts up a big roadblock to fresh graduates.
The Certification Secret
The secret to jumping over this hurdle is that you can actually get pre-certified for the Series 7 while you are still in school from the Securities Training Corporation. This is the same course that over 80% of Wall Street require fresh hires to complete before they can start work, and passing this means you are ready to take the certification exam without any additional instruction.
You can take the Series 7 pre-certification course today and add “Series 7 Pre-Certified” to your resume. This is a great way to get noticed both for the job market after graduation, but internships as well. Click here to start!

 
 Job Search Tips
 The 5 Biggest Mistakes Of Job Seekers
  Written by Kevin Smith 


Experienced workers have a job search lasting about 43 days, and fresh graduates can expect a longer wait. Your search will be much harder if you make one of the following very common mistakes. Avoiding all 5 will not promise an interview, but hitting any might mean you are missing out.
Errors In Your Application
When you are applying for a job, you should be triple-checking everything you want to send to your potential employer. Every job posting gets over 250 applications, and every hiring manager is looking for the fastest, easiest way to chop down that pile into something manageable. If you have typos in your resume, or misspell the manager’s name in your introduction or cover letter, chances are you will never get a call back.
Even earnest job applicants fall into this trap. If you are applying to many jobs, and making tweaks to your resume for each one (as we recommend), it is easy for a typo or two to slip in the cracks.
How To Avoid It
Your secret weapon is checklists. Surgeons use checklists to make sure they never skip steps, and you should too. You may want to customize the checklist for your own job search, but you can find a good template below.
	Does my resume and cover letter include everything I want it to?
	I have at least 2 keywords in my resume.
	I have at least 3 keywords in my cover letter.
	My resume has no spelling errors.
	I have the correct company name, job title, and hiring manager name (if applicable) in my cover letter.
	My cover letter is free of grammar errors
	My cover letter has no spelling errors
	I have included the correct attachments on the email I’m sending to the hiring manager

Applying for jobs you are not qualified for

Another way to get rejected, and blocked from applying again

This mistake will come up more often the longer your job search drags out. As your savings start to run low, you may try to stretch your qualifications and apply for more jobs outside of your element – this can cripple your chances of getting an interview (and an offer).
The problem arises from what are called “Blacklists”. These are lists of applicants that a hiring manager was hit with such a bad impression that they basically strike the applicant from consideration at any other posts in their company.
If you are on a blacklist, that means that the hiring manager felt that you wasted their time, and so your name is removed from consideration from all jobs at that company. The most common reason to be blacklisted is applying for jobs that you are not qualified for. If the hiring manager thinks you are stretching your qualifications to the limit, or not meeting their baseline application requirements, you are risking the blacklist for that company, so not only will you not get a call back for this post, but probably any others too.
How To Avoid It
This is a tricky one to avoid. Hiring managers usually put far more “essential requirements” for a job than are really needed. You can usually safely apply to a job where you meet 50% of the required qualifications because of that. The real trick is finding out which of the qualifications you can ignore, and the ones that can get you blacklisted if you ignore.
Required education (bachelor’s degree, associates degree, MBA) are usually strict requirements. If you do not meet the education requirement, you better have quite a lot of experience to make up for it.
Certifications can be trickier. If a position requires a certification that you do not have, read about that certification before applying. If it is something that requires sponsorship from your employer, then you can usually apply so long as you express your intention on obtaining it as soon as you start. Having a pre-certification, like our Series 7 Course, is also a great way to get your foot in the door.
Being able to use specific software or have a specific skill is more lenient. These are usually more of a “wish list”, so having a couple of these will help, but you can confidently apply even if you just have one or two (if you have none, that is a red flag). Always use your head – if you are applying for a Graphic Designer position but you do not have the required proficiency in Photoshop, that can be just as bad as missing the Education requirement.
Cutting your job search short

Just got his first call back

If you have been searching for a position for more than a couple weeks, there is no bigger relief than a call back or an invitation to an interview. Searching for positions to apply for, writing new cover letters, and constantly tweaking your resume can be an exhausting process, and getting that call back seems like a light at the end of the tunnel.
The only problem is when you decide to put new applications on hold while you wait to see how your interview goes. Before you know it, 2 weeks have passed, you finally send an email to ask how the interview went only to find out they went with another applicant. Now you are 3 weeks behind on your job search, with nothing to show for it.
How To Avoid It
To avoid this one, first you should understand the “Hiring Funnel“, as John Sullivan puts it. You were one of the 200 or so people who applied for this job, and the hiring manager picked out probably around 20-25 for a first-round interview. If you are one of these, you have passed the 90% mark, but you still only have about a 10% chance of getting the job.
If you are called back for a second round interview, then you know it is serious, but the hiring manager probably called another 4 or 5 people, so you are still only looking at a 20-30% chance of getting this job. Even if you hit the final interview stage, you are still competing with 2 or 3 other people. Until you actually have a job offer in-hand, probability says that you likely will not get this be their first pick, but there will probably be between 2 and 4 weeks between when you first get a call for an interview and when the final decision is made.
If you are called back for a second or third round interview, you can safely put your search for new jobs to apply for on hold for a couple days to make sure you are fully prepared. The most important thing to remember is that your job search “isn’t over until its over”.
Applying for too many jobs
This pitfall is the opposite of the previous – you are so concerned with getting an interview that you tried to cast a very wide net and make sure you always have applications sent out. This is a common problem because it is also a productive habit. Maybe you set a goal for yourself to find and apply for one new job every day, or spend 8 hours searching for a job every week.
The problem does not usually come up until a couple weeks of trying to meet your “quota”. As you move farther into your job search, the grind of constantly finding and applying to jobs will begin to wear on you, and quickly. This means you are much more likely to start cutting corners (not properly optimizing your resume for keywords and the job you’re applying for), make mistakes (more typos, less likely to follow your checklists), and apply for jobs for which you are not fully qualified.
How to avoid it
This might be the hardest one to avoid, if you are a dedicated job seeker. Setting goals for yourself is one of the most important ways to stay motivated and keep your job search running. It is equally important, though, to recognize when the grind is getting to you, and take a break.
 If you have been at your job search for more than two weeks, ask yourself the following questions before you start to apply for a new job:
	Am I applying to this just to say I’ve applied today?
	If I saw this posting last week, would I have skipped it?
	If I got this job, would I probably quit within the first year?

If you answer “yes” to any of these, it may be a good idea to skip this posting and take a break from applications for a day or two, and come back with fresh eyes later.
Starting Too Late
As we said in the intro, the job search process will last around 43 days for experienced workers, longer for fresh graduates. This application time is going to be stressful – probably a lot more stressful than any job you secure, so you should count your job search time as work.
A very common problem with graduating students or people who are looking to leave their current position is that they do not start their job search before graduating/quitting. This is done for a variety of reasons, but some of the most common are wanting a “clean break” (some space between school and work, or between jobs) and underestimating the competition in the job market.
If you start your job search too late, the total time you will spend unemployed will go up, but you also increase the chances of making any of the mistakes above. If you get call backs for interviews right away, you will probably underestimate the competition and think that your break was justified. If you don’t get calls for interviews right away, you may begin to panic and apply for too many too quickly, without giving yourself adequate time to customize your application for each job you apply to. Either way, you will always wish you started the job search sooner.
How To Avoid It
A question we get all the time is “when should I start looking for a job”? The answer is always right now. Even if you will not graduate for another 3 years, start looking for jobs right away. You may not start applying, but you will get to know the job market, and the skills that employers are looking for in the jobs that you want. This will give you an opportunity to cater your educational path towards the skills employers want.
If you are graduating within the next year, searching for jobs now can help you find what certifications you can start working towards right away to get you a leg up over the competition.
 If you are graduating at the end of this semester, you should be searching and applying for jobs or internships as soon as possible. Companies generally hire entry level positions in cycles, so try to get any interviews you can lined up before you graduate.
Applying while you are still in school, getting ready to graduate, is also a great way to show initiative to potential employers. You can get started with the StockTrak job search tool, which pulls in hundreds of thousands of listings from around the country into one place.
Pop Quiz
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 Job Search Tips
 The Truth About Internships
  Written by Kevin Smith 


The internship season is upon us. It might be better to say that it never ended.
Some estimates put the total number of internships in the United States a bit over 1.5 million positions per year, and with new spots opening with every school term, students with an eye for work experience are usually keeping tabs for interesting posts opening in their area.
In fact, internships have become such a standard part of the college experience that your university might require it for your major, or assume that most students will partake on their own initiative.
What should you, the intrepid business student, be looking for when you start applying for internships?
The Value of the Internship
The most valuable benefit of an internship is, of course, getting some work experience under your belt, which is why so many students are keen to have one or two added to their resume before they graduate.
Internships are also seen as a great way to get recruited and have a job waiting after you graduate – making a great impression on a company you want to work for during your internship can help skip the line when they start hiring fresh graduates. Getting an internship after you graduate is also a tried and true method of getting your foot in the door.
We digress – these are the benefits you have heard about from every angle by now. What you might not know is how much the circumstances surrounding your internship will play out for your job prospects after you graduate.
Paid Versus Unpaid
Everyone would prefer an unpaid internship, of course, but you might be surprised at how big a difference it comes to whether you are paid for your work. The conventional wisdom over the last few years has been that the experience of the internship is the most valuable part of the experience, but paid internships offer a lot more than a bit of extra cash.
You get what you’re paid for
Every year, the National Association of Colleges and Employers surveys internship participants about their experiences. For students who undertook paid internships, all the common knowledge of internships applied: students graduated with job offers nearly twice the rate of students with no internships (63% vs 35%), earned far more in their first jobs ($51,200 vs $37,000), and generally benefited in every way that was expected.
Students who went with unpaid internships had a very different story. On the whole, they were barely better off in terms of job offers than their peers with no internship at all (37% vs 35%), and worse, they started at even lower salary points ($35,700 vs $37,000).
Why The Discrepancy?

Should not be a major part of your internship experience

There are a few factors at play when it comes to unpaid internships. The first is that companies who tend towards hiring lots of unpaid interns are generally more strapped for cash than those who pay for student labor. This means when it comes to hiring, they are less likely to have many openings to offer even the best interns.
Another factor at play is that when a company hires an unpaid intern, they are making a much smaller investment in that student, so there is less incentive to make that intern be fully productive. This translates to less training, less important tasks assigned, and (most importantly) less incentive to keep them around after the internship expires.
This means that the job experience you get with an unpaid internship is likely much less valuable than a paid internship.
Are unpaid internships worth it?
Lower starting wages, barely better chances of getting a job, less interesting work while on the internship, why would students offer to work for free at all?
At the end of the day, the solution is not quite as simple. Taking an unpaid internship in finance is not the same as taking an unpaid internship in social services, for example. If you intend to enter a field where you simply do not see many (if any) paid internships advertised, the field itself may require unpaid internships as a proving ground. This is especially the case in industries like fashion and writing.
The truth of the matter is, though, that even in these industries where unpaid internships are the norm, you will probably struggle to find work after graduating because the industries themselves are so competitive.
Internships are only valuable if you gain work experience that will help you later in your career. If you cannot find a spot at a company that you want to work with, you may be better off sticking with the classroom and try to build up your resume through certifications or other training programs.
How To Land A Great Internship
When you apply for an internship, all of the standard rules for job seekers apply. Have a great resume. Write a killer cover letter. Be ready to crush your competition with a great interview.
There are some extra tips and tricks to keep in mind though. Companies generally hire interns in cycles, but the recruitment process to fill each internship starts an average to 6 to 8 months ahead. If you want to get an internship before you graduate, you need to start right now (click here to go to our internship search page).
Internships are also extremely competitive, moreso now than ever. Companies expect to hire fewer interns in 2016 than they did in 2015, so your pool of competition is getting fiercer. Be ready to apply early and often, and be ready for rejection (as with any job hunt).
What if I miss out?
If you try and fail to land an internship, it is not the end of the world. Per the most recent survey data, you have some things to take solace in:
	You’re probably going to earn more after you graduate than someone who took an average unpaid internship out of desperation to have “something”.
	Just because you get an internship doesn’t mean you have a secured job. After 1 year, workers who had no internship had more secure jobs than people who took an internship, but were hired by a different company after graduation
	After 5 years, workers who had no internship at all had the most secure jobs (64.2% were still with the first employer they worked with after graduation)

Pop Quiz
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 Job Search Tips
 Ace Your Interviews – Tips and Tricks
  Written by Kevin Smith 


What separates a “good” job interview from a “great” one?
There are many factors that will work for or against you when you head in for an interview for a great job. Some factors you don’t have much control over, but most job interview “bombs” are very easy to avoid, if you know what you are looking for.
The Basics
Try to look at the interview process from the perspective of the hiring manager. Like we have said before, the average new corporate job posting gets over 250 applications – in order to whittle down that massive stack down to a final hiring decision, it is much easier to eliminate candidates for fairly trivial reasons than it is to try to find the redeeming qualities.
	Show up to the interview on time. If you arrive too early, the interviewer will not be prepared to meet you, and may not have had a chance to fully look over your resume and come up with questions meant to better get to know you. Arrive late and you can mess up the scheduling for the rest of the day.

	Be showered – a strong odor will leave an impression, but not a good one.

	Dress appropriately. This can be harder to judge in advance, so err on the side of formality. Showing up for a job interview at a bar in a full suit can be just as bad as interviewing for a corporate banking position in a t-shirt and flip-flops. Doing some research on the company’s corporate culture can go far for this, since it helps if you already “look” the part of the person they want to hire.

	Have a hair cut/shave. This does not mean no beards or big hair – just that you should rock the best look you have for the interview. Try to look the part they want to hire, not shock your interviewer. They should be impressed by our resume and responses, not at the first impression.

	Know what you are there for. You will probably send out dozens of resumes, but before you get to the interview you should do some intensive research on the company, its background and corporate culture, and anything you can learn about the specific role or team you aim to join. The more at home you seem talking about the role, the better.

	Take Notes. Bring a notepad and pen to the interview, write down key parts of the job position, and write down questions you have to ask. Taking notes makes you look more engaged in the interview, and having your questions handy means you are less likely to forget anything.

No – The Interview Stop Word
You’ve done it – your cover letter rose to the top of the pile, and you were called in for an interview. Everything seemed to be going great – you have all the skills and knowledge they were looking for, and the interviewer laid out all the responsibilities of the position. There are some parts of the role that you have not done before, so you make it clear you wouldn’t be comfortable doing that just yet, or you feel that it is not your strong suit so you would prefer to orient yourself towards other aspects of the role. 
Everything else went great, but you were shocked to get an email back the next day that they are going with another candidate. 
What Went Wrong?
Always try to think about an interview from the perspective of the manager who wants to fill a position. The manager has specific needs and wants for the candidate, but the most important condition is that whoever they hire needs to be able to fill the gap in the team. If you give the impression that you cannot (or do not want to) do the job they need, they will probably move on. This is even true if you are the most qualified candidate for the position. Most corporations would rather spend extra time training a candidate who is excited for a role than hire someone who does not want to do part of it.
How To Do Better
When you are interviewing for a job, the interviewer’s primary concern is whether or not you can do that job. If they get the impression that there is something you cannot, or will not, do, chances are they will move on to another candidate. This does not mean you should overstate your qualifications or say you can do something you can’t. Instead, if there is a part of the position you feel under-qualified to fill, mention that you would need some extra training for that aspect.
When given the choice between an under-qualified candidate who is willing to learn and a fully-qualified candidate who does not seem like they want to do the job, managers prefer the first.
If you feel that there are aspects of the job that you truly would prefer not to do, you might not be a great fit for the position.
Ask Questions
Your interview is just wrapping up – the interviewer seems impressed by your resume, the position seems like a great fit for your skills, and everything seems clear for both you and your interviewer. Since you do not have any further questions, you shake hands and head for the door, confident that everything went well.
Unfortunately, they decide to go with another candidate.
What Went Wrong?
Candidates who ask just one, or none at all, can appear disinterested or incurious about the post. With great candidates, between 1/4 and 1/3 of the interview length should be dedicated to questions you ask the interviewer. If you are really “hitting it off”, this number can go up, but if you stop short, it is probably a red flag.
How To Do Better
Asking questions at your interview serves two main purposes:
Sets yourself apart from other candidates
The questions you ask are something unique to you, meaning this is where the interviewer leaves their prepared script. Asking questions makes the interviewer stop and think of a response, meaning it is one more hook that will help you stick in their mind later – interviewers are more likely to remember specific details about candidates who ask questions. The types of questions you ask will also set you apart from everyone else they spoke with that day. This extra edge is often what separates you from the rest of the pack.
This can also be a two-way street – you should have questions prepared for the interview, but beware of using “best questions to ask at an interview” lists. If the questions you ask seem a little too pre-baked or rehersed, the interviewer can get the impression you’re asking it just to have something to ask. This can suggest a lack of curiosity or disinterest. Using one or two “boilerplate” interviewee questions can work well to cover bases your interviewer has not, but make sure you come up with your own unique to the position.
Show Off
By asking certain questions, you can also highlight your strengths. If you have a set of skills or interests that have not yet been explored in the interview, having some questions prepared can set you up to talk about them. Do you enjoy writing? Ask about how much writing the position requires, and segue into how much you enjoy it. Asking the right questions is a great way to highlight any other skill or competency you think you have relevant to the job, but has not yet come up as part of the interview. Try to have a couple questions reserved just to talk about parts of the job you are most excited about to make a good impression.
Be Prepared For Common Interview Questions
You sat for your interview, but were blindsided by most of the questions the interviewer asked. “Can you tell me about yourself” left you rambling about your latest hobbies (of which he or she takes no interest).  When asked “How does this position compare with others you have applied for”, you were left stammering about how you already blew your first two interviews. 
You left the interview sure there was no call-back coming, and an email you received the next day confirmed your suspicions.
What Went Wrong?
Your interviewer will probably ask some of the same basic questions asked millions of times before at nearly every job interview. Candidates who have a thoughtful, concise answer will always look more polished than those grasping at straws.
There are two ways these questions can go badly – giving the wrong answer, and giving a rehearsed answer.
A “wrong” answer is one that sets off a red flag for the interviewer. If when describing yourself, you do not list any qualities they are looking for to fill the position, this can be a red flag. A “rehearsed” answer can be just as bad – the interviewer does not want to feel like you are trivializing the question and not putting any serious thought into your response.
How To Do Better
This one is very easy to prepare for, but most candidates overlook it.
Just as you are reading this for tips on how to make a great impression during your interview, your interviewer is probably reading up on ways to filter candidates by asking the right questions on their end. This gives you an advantage, since you can easily look up common interview questions, and even some of the best ways to answer them. On the other hand, if you have prepared answers you can list off without a second thought, it can also come off as dishonest.
For example, one of the most common interview questions is to list your strengths and weaknesses. What interviewers want to hear is that your strengths are something that will specifically help with the role you are interviewing for, and your weaknesses are something you are aware of, are working to improve, and will not impact your performance at this role. This means that for every interview you sit for, the way you answer this question should be a bit different, but keeping with the same theme.
It also helps to practice interview questions with a friend, taking turns as both the interviewer and interviewee. 
Pop Quiz
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 Job Search Tips
 Using Keywords In Your Job Search – Make Or Break Your Application
  Written by Kevin Smith 


Keywords – the Achilles Heel of every student’s resume. Knowing how to craft a killer resume and cover letter that grabs employers attention (and keeps it) will only help once you get your resume in the hands of a recruiter. Unfortunately, today anyone can apply to just about any job anywhere, so that great new opening you have your eye on may already have dozens, or even hundreds, of other applicants.
How can you get your resume read, let alone rise to the top of the pile?
Enter keywords – your new job search best friend. This will help you float through the resume database (the “black hole” of the application process) and make sure your resume gets read by the right people, right away.
The Resume Database
When you apply for a job, you already know you are not the only one. In fact, on average, companies receive around 250 resumes for each job posting, and only 2% of applicants ever get a call back. For the average hiring manager, they realistically are not able to read 250 resumes in detail and make a detailed “pros” and “cons” for each candidate.
In fact, the sad truth is that your resume probably will never be read by human eyes at all.
Machine Sorting Candidates
Big companies looking to fill a position need to be able to sift through hundreds of applications for every job. Since they are typically listing dozens of jobs at any given time, that means they need to be able to sort through thousands of resumes every day. Even extremely dedicated HR managers who have every intention to give every applicant a fair shot would not be able to handle the sheer volume of resumes and cover letters coming across his or her desk.
To cope with this, systems called “Applicant Tracking Software” (ATS) have been developed. This system does two things:
	Takes all resumes and enters them into a database
	Allows the hiring managers to search, sort, and filter all applicants to narrow down the search

This means that the hiring manager is machine sorting through all the resumes to try to find candidates that push the right buttons. If your resume does not have what they are looking for, chances are that nobody will ever read it.
The Six Second Resume
Even if you get past the ATS, a study from TheLadders.com recently found that recruiters only spend about 6 seconds scanning a resume before deciding to move them forward to reject. This means that chances are, your resume will not be given its full time in the limelight even if it reaches human eyes.
By focusing in on the keywords that the hiring manager is looking for, you can make those six seconds count. Draw their eyes to what they are looking for to maximize your chances at a call back.
Keywords – Search Engine Optimization
If you want to make sure that your resume pops to the top of the research results, you will need to make sure that it is easy for the searching machine to read. The easiest way to do this is to simply make sure your resume will have the words and phrases that recruiters are searching for! You are advertising yourself with your resume, so make every word count.
Think Like Google
Google is built on search engine optimization. Try searching for “Brown Shoes” and “Black Shoes“. Which websites are the highest in the search results? What is special about these pages that makes the search engine in Google think it is the best result for that search?
You want to be that #1 result when the recruiter is searching their database – think of the terms that the recruiter is most likely to be looking for, and make sure your resume features those words or phrases well.
Think Like LinkedIn
LinkedIn is the premier professional social network, and it includes a great resource to help pick keywords for your resume. Check the “Skills and Endorsements” section – these are all keywords that you can build in your resume. The more endorsements you can get, the stronger that keyword probably applies to you. Play your strengths and pick keywords you can back up.
Choosing Keywords
Once you know how to think like Google and hone in on specific words, and think like LinkedIn to figure out which best apply to you, the next step is identifying which keywords each potential employer is probably searching for.
Take a look at this sample job posting found using the StockTrak Browse Jobs Tool:
Entry Level Sales, Marketing, Entrepreneurship
 Mutual of Omaha – Braintree, MA
	Requirements: - Health and Life Insurance License or the ability to obtain one prior to your start date- Obtain Series 6 and 63 or 7 and 66 within one year- Reliable transportation- Bachelors or Associates degree preferred, or experience in the industry- Appropriate legal documentation to work in the US. Attributes: - Confident- Self-motivated- Goal-oriented- Outgoing- Adaptable A national financial services and insurance company, Mutual of Omaha has been in the business for more than 100 years. With affiliates, the company manages assets in excess of $32 billion. Our advisors are responsible for providing insurance, investment products and advice to our clients. Whether you are just starting in the industry or want to further develop an existing practice, the New England Division Office is dedicated to helping you toward many years of success.

There is a lot going on in this very short job posting, but you can very easily pick out some keywords to make sure you have featured in your resume and cover letter:
Entry Level Sales, Marketing, Entrepreneurship
 Mutual of Omaha – Braintree, MA
	Requirements: - Health and Life Insurance License or the ability to obtain one prior to your start date- Obtain Series 6 and 63 or 7 and 66 within one year- Reliable transportation- Bachelors or Associates degree preferred, or experience in the industry- Appropriate legal documentation to work in the US. Attributes: - Confident- Self-motivated- Goal-oriented- Outgoing- Adaptable. A national financial services and insurance company, Mutual of Omaha has been in the business for more than 100 years. With affiliates, the company manages assets in excess of $32 billion. Our advisors are responsible for providing insurance, investment products and advice to our clients. Whether you are just starting in the industry or want to further develop an existing practice, the New England Division Office is dedicated to helping you toward many years of success.

We have two tiers of keywords highlighted:
 Orange words are ones that are easy to spot, but not very likely that the hiring manager will be searching for. These are the “Low hanging fruit”.
 Green words are the important ones – key job requirements that the hiring manager is going to look for specifically. These are the “High value keywords”.
High Value Keywords
The “High Value” keywords are the core job requirements that the hiring manager is almost certainly going to filter for. In this case, the recruiter outlined several:
	Health Insurance License
	Life Insurance License
	Series 6
	Series 63
	Series 7
	Series 66

You will want to make sure your resume contains 2 or 3 of these at the minimum, in prominent positions that are easy to spot at a glance.
Low Hanging Fruit
The “Low Hanging Fruit” keywords are the ones that the recruiter specifically outlines in the job posting, but they are less likely to be specifically searching for. These keywords come in to play during your Six Seconds the first hiring manager is filtering your resume. If you have some of the buzz words they have in mind for their ideal candidate, you are more likely to get a call back.
The trick with low hanging fruit is not to over-do it. Pepper in one or two of these keywords, but if you hit on all of them (or too many too quickly), your resume can come off as disingenuous .
Customizing Your Resume
You probably already have a killer resume you’ve written. Your biggest mistake now is using the same one to apply for every job.
Once you have your keywords in mind, it is time to start customizing your resume for the job you are applying for. If you are a student just graduating from school, this can be tricky. Always keep in mind that you should only apply for jobs you are qualified for. If you are qualified, fitting in the keywords should not be a stretch.
Your Objective Statement
Your objective statement, the short sentence or paragraph at the top of your resume, is a great place to pepper in one or two of the “low hanging fruit” keywords. This helps set the tone for the rest of the page.
Qualifications Area
Your qualifications area is the best place to drop in any high-value keywords that apply to you. For example, if you are still in school, some of these phrases could apply:
	Passed STC Series 7 Prep Course
	On track for Life Insurance License
	Completed Health Insurance License coursework

Avoid Fluff
A common pitfall of recent graduates starting their job search is a habit of adding in “puff pieces” or resume padding – these are words or phrases that make your resume look “fuller”, but do not add any relevant information for the recruiter. This tends to be an unfortunate side effect of padding to reach word limits on term papers and other academic writing projects, but it has no place in your job application.
Remember: the recruiter will only look at your resume for about six seconds. If your resume cannot be easily digested, the recruiter will most likely miss anything that was not at the forefront. Make sure they see what they are looking for as soon as they look at the page.
Pop Quiz
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 StockTrak Changelog
 Exercising Options Upgrade
  Written by Kevin Smith 


If your class includes options trading or derivatives, you have probably covered options, and how to exercise them, in great detail.
In the past, StockTrak generally discouraged students from exercising options, since it is generally more profitable to sell the option contract itself and keep the time premium. If students wanted to exercise their options, previously they would need to contact our support team.
Based on professor feedback, we have added a new Option Exercise button directly to the Open Positions page:

We still generally encourage students to trade the options directly instead of exercising – to this end, we also included a disclaimer when exercising showing the potential profit difference.


 
 StockTrak Changelog
 StockTrak New Features For Fall 2016
  Written by Kevin Smith 


Everything you ever wanted to teach your next investments or finance classes

StockTrak Set To Launch A Completely Redesigned Trading Platform
The StockTrak Team has been working very hard to offer you the best stock market simulation and virtual trading application.
We are proud to officially announce the release of our newly redesigned trading platform at the end of this summer.
If you would like to attend a webinar detailing the new enhancements…
 
Click To Sign Up For A Webinar

The New Platform Has A Completely Redesigned Look And Feel

 
Dozens Of New Features
 Class Quick-Create

If you have used StockTrak in a previous class, you can duplicate your previous settings with new dates to set up your class instantly!
The New Professor Dashboard also gives a countdown for your class, easier switching between classes, faster message posting, and much more.

 

 Newer, Cleaner Design

The site has been rebuilt with a fresh, modern look, with more charts and tools at you and your students’ fingertips.
Color-coded open position charts are back and better than ever!

 

 Brand-New Trading Pits

Students now get live order previews, along with daily performance charts and company logos with every quote.
All trading pages have been redesigned for lightning-fast order execution with critical real-time trading.

 

 More And Better Research Tools

The Research Center has been rebuilt from the ground up to make it faster and easier to do all investment research in one place.
Detailed quotes, news for every symbol, option chains, stocks by sector, and expert analysis are just a few of the information-packed views available for all StockTrak users!

 


StockTrak – The World’s Leading Portfolio Simulation – Just Got Better


 
 Uncategorized
 Refinancing Student Loans For Better Interest Rates
  Written by Kevin Smith 


STOCK-TRAK’S Get Rich Slowly Tip:
Refinance Your Student Loan and Start Saving Your Cash!

If you want to get become wealthy, most successful people will agree it is easier to get rich slowly than to get rich quickly.  When most recent college graduates think about improving their personal wealth they tend to focus on making a higher salary and/or earning bonuses and commissions.  Sure that all helps, but for many people it is easier to reduce expenses than to get a pay raise.
One way to get rich slowly is to manage the interest rates on your loans.  People refinance the mortgages on their houses, but did you know you can also refinance your student loans?
If you have a student loan of at least $5,000 and are currently employed earning more than $24,000 a year, then you should take 5 minutes and see if you qualify to reduce the interest rate on your student loan.

	The average student loan in in 2016 is $37,172.  If you had this amount of debt and could reduce your interest rate by 25 you would save $743 or $62 a month!	Students with $100,000 can save $2000 a year or $167 a month.

If you have a student loan and a job, then this is a no brainer!
TO SEE IF YOU CAN REFINANCE YOUR STUDENT LOAN AND START SAVING MONEY TODAY…
Click Here!

 
 StockTrak Changelog
 Real-Time Class Rankings
  Written by Kevin Smith 


The Achilles Heel of big class competitions on StockTrak used to be the lag between when your students’ portfolio values updated, and when they moved in the rankings. For big classes, this delay could be over 2 hours long.
With this most recent update, your class rankings are now streaming in real time – as soon as students update the page, the class rankings update too!
What does this mean for your class? More student engagement, more class excitement, and better student learning!
The streaming portfolio updates only apply to the “Portfolio Value” ranking – the Sharpe Ratio and Alpha/Beta rank types will continue to only update at the end of the day.

 
 StockTrak Changelog
 New Streaming Prices
  Written by Kevin Smith 


Using StockTrak could be an exercise of patience for students who day trade – constantly refreshing the Open Positions to see price movements can be draining.
Not anymore!
With our most recent upgrade, the Open Positions now flashes price updates as they happen – every few seconds, the values will update.

It is also color coded – green when a price ticks up, red when the price ticks down.
The flashing price updates are only available on the List view (for now), but it adds a whole new level of action to the investment education experience!

 
 StockTrak Changelog
 New webservers – faster than ever!
  Written by Kevin Smith 


This semester we have been working hard at some back-end upgrades to help StockTrak grow into the future.
This week we completed a serious upgrade to our webserver space – in short terms, StockTrak is now much faster and more reliable than ever before!
Our initial benchmark tests show open positions and class reports load 20% faster, and trading is up to 30% faster (depending on the security types).
All of this is to get ready for some of the big enhancements coming in 2016!

 
 StockTrak Changelog
 New Series 7 Course Available
  Written by Kevin Smith 


Do you have students looking forward to a career as a Stock Broker? They will need the Series 7 certification!

StockTrak has partnered with Securities Training Corporation, who has trained over 75% of professionals working on Wall Street today in at least one of their training programs, to offer the new Series 7 prep course to all students using StockTrak as part of their classes.
The Series 7 prep course is a great way for your students to get prepared for the job market after graduation, and this course package is available only through StockTrak.
Click Here to learn more about the Series 7 Course

 
 StockTrak Changelog
 New Option Payout Diagrams
  Written by Kevin Smith 


Options trading on StockTrak just got better with our new Option Payout Diagrams!

Now, as soon as a student pulls up a quote for an option, we will also draw the payout diagram showing the break-even points and estimated profit for the option contracts based on the underlying stock price.
Just one more way StockTrak is at the forefront of academic investment simulations – set up your class today!

 
 StockTrak Changelog
 New Open Positions Charts
  Written by Kevin Smith 


The new wave of portfolio management is here!

With our most recent update, all StockTrak users can view their Open Positions either with the classic list view, or switch to brand-new Charts.
The charts can toggle between the performance of each user’s holdings over the last day, month, or year. They are also color-coded: green means the user is making money on that holding, red means they are losing money. 
This is a great new way for students to visualize their portfolio, and our beta testing group has given it rave reviews! Try it out now!

 
 StockTrak Changelog
 TraderEx Is Now Available For All StockTrak Users!
  Written by Kevin Smith 


StockTrak is the world’s leading portfolio simulation, but what if you could also include a trading simulation with your class?
With TraderEx, you can! 
What is TraderEx?
TraderEx is a way to simulate working as a Wall Street trader throughout a single trading day. The portfolio manager (professor) gives instructions to the traders (students) which they need to complete throughout the trading day, such as “Buy 300 shares of Apple” or “Sell 200 shares of Intel”. Some students may be tasked to “break even”, and simply try to buy and sell throughout the day to earn the maximum profit.
The students then buy and sell these securities in a simulated market, trying to maximize their sell price or minimize their buy price. 
There is both an individual version (where students work individually against computer-generated traders) and a networked version (students compete against each other, in addition to computer-generated traders controlled by the professor). The individual version is now available free through StockTrak.
Click here to learn more about TraderEx

 StockTrak Changelog
 New System Messages
  Written by Kevin Smith 


New System Messaging has been added to StockTrak!
These new system messages appear as a colored bar at the top of the screen – these are used by our team to relay important information to all users, such as market closures or any system announcements all users need to be aware of.
This is also the fastest place you can find out about other great updates to the platform!

 
 StockTrak Changelog
 New Research Tools Now On StockTrak!
  Written by Kevin Smith 


Using StockTrak in your finance and investing classes just got a lot easier!
Starting today, the “Quotes” page on StockTrak has a new suite of professional-grade research tools at your students’ disposal.

This powerful new addition brings the StockTrak simulation to a whole new level.
These professional investment research tools include detailed information at every level:
“Markets” includes market overviews across several countries, including sector analysis, futures and commodities, and much more.
“Detailed Quotes” will pull up charts, detailed trading information, and market news for each stock or ETF all in one place.
“Trades” has a delayed order book.
“Options” includes detailed option chain quotes for each stock
“Charts” has interactive charts for each stock, with the ability to add a variety of technical analysis filters, and compare several stocks at once
“News” will pull up the newest news stories mentioning each stock
“Company” pulls up the basic corporate information for each stock
“Financials” brings up income statements and balance sheets for the past 5 years
“Filings” will pull up all SEC filings for each company for the past several years (length depending on the company)
“Analyst” provides a summary of what the top stock analysts are saying about this stock, aggregated in one place
“Historical” will pull up a full list of searchable historical prices for each stock.
All of this comes free with StockTrak, so create your class today!
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