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Lesson 6
Introduction to Investing
In this lesson, students learn about key concepts related to investing, including the reasons why people invest, the different types of investment products, and the characteristics of those products. Students gain real-world experience by becoming investment advisors, and they review and assess the needs of hypothetical clients. Working in teams, they research specific investment options and then prepare a written investment portfolio for their client. Finally, students consider the reasons why investment companies offer many different services and products today that overlap with services provided by commercial banks. 
Advance Preparation
In Class Periods 4 and 5, students will need computers with Microsoft Word or other word processing software (one computer per team).
This lesson is expected to take 5 class periods. 
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Lesson Framework
Learning Objectives
Each student will:
Describe the different reasons that people invest*
Compare and contrast the different types of investment products*
Explain basic investment concepts, such as risk tolerance, liquidity, compounding interest, and deferred taxation*
Summarize the various services offered by investment companies*
Describe the reasons why investment companies offer so many different services and products
*This is one of the 16 key learning objectives assessed by the NAFTrack Certification end-of-course exam for this course.
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are an important basis for this lesson. For details, please refer to the separate document “Correlations to the Common Core Standards” (available in the Course Planning Tools section of the course materials).
Students will know that an investment with greater risk than another investment will commonly have a lower market price, and therefore a higher rate of return, than the other investment (National Standards for Financial Literacy 2013, Standard V, Grade 12, Benchmark 5)
Students will know that shorter-term investments will likely have lower rates of return than longer-term investments (National Standards for Financial Literacy 2013, Standard V, Grade 12, Benchmark 6)
Students will learn that diversification by investing in different types of financial assets can lower investment risk (National Standards for Financial Literacy 2013, Standard V, Grade 12, Benchmark 7)
Students will know that people vary in their willingness to take risks and that the willingness to take risks depends on factors such as personality, income, and family situation (National Standards for Financial Literacy 2013, Standard V, Grade 12, Benchmark 11)
Evaluate savings and investment options to meet short- and long-term goals (NBEA National Business Economics Association 2013, Personal Finance IV, Saving and Investing)
Analyze the role of core economic institutions and incentives in the U.S. economy (NBEA National Standards for Business Education 2013, Economics III, Economic Institutions and Incentives)
Understand the role of quality and continuous improvement in business organizations (McREL Business Education Standards 1999, Standard 37)
Assessment
	Assessment Product
	Means of Assessment

	Investment recommendation (Student Resource 6.3)
	Rubric: Investment Portfolio (Teacher Resource 6.2)


Prerequisites
Understanding of the concept of investing
A working knowledge of interest and interest rates
Instructional Materials
Teacher Resources
Teacher Resource 6.1, Presentation and Notes: Investment Concepts (includes separate PowerPoint file)
Teacher Resource 6.2, Rubric: Investment Portfolio
Teacher Resource 6.3, Key Vocabulary: Introduction to Investing
Student Resources
Student Resource 6.1, Reading: Investment Concepts
Student Resource 6.2, Analysis: Investment Products 
Student Resource 6.3, Memo: Investment Portfolio Request
Student Resource 6.4, Descriptions: Investment Clients
Equipment and Supplies
LCD projector and computer for PowerPoint presentation
Computers with Microsoft Word or other word processing software (one for each team)
Blackboard, whiteboard, or flip chart
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	15
	Springboard: Setting Financial Goals
This introductory activity gets students thinking about the importance of investing and the reasons why people invest.
Begin the class by sharing with students a few of the major goals you had when you were a teenager. These might include buying a new car or going to college. 
Now ask students to individually write down a list of three major goals in their lives. Then have students form triads and work together to make their best guess at what it might cost to fully meet their goals so that each goal has a cost associated with it. If students have no idea as to the possible cost of a goal, help them out.
Finally, have students write “short-term” next to the goals they hope to reach within a year, “mid-term” by those they hope to meet in the next one to three years, and “long-term” next to the ones they hope to meet in three or more years.
Ask each student to volunteer a few short-term, mid-term, and long-term goals along with their estimated costs. Write these on the board.
Let students know that in this lesson, they will learn about investing, one of the most powerful tools for meeting life’s most important goals.

	2
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	35
	Presentation: Investment Concepts
This activity gives students an in-depth understanding of the basic characteristics that differentiate investment products. It also develops students’ listening and note-taking skills. 
To prepare, make notes to guide class discussion using Teacher Resource 6.1, Presentation Notes: Investment Concepts. Have Teacher Resource 6.1, Presentation: Investment Concepts (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.
Before you begin the presentation, write the five topics that will be covered in the PowerPoint presentation on the board. Tell students to get out their notebook. They will be taking notes on these topics. Their goal is to write down the important points to remember about each one as they watch the presentation:
Level of risk
Liquidity
Volatility
Return on investment (ROI)
Tax-deferred investments
Students can write down each topic as it is addressed so that they’re sure to leave enough room to take notes about it.
Present the slideshow. Use the notes you prepared and the questions on the slides to encourage class discussion.
This presentation is duplicated as Student Resource 6.1, Reading: Investment Concepts. If an LCD projector is unavailable, students can read the presentation, answer the discussion questions in their notebook, and discuss their answers as a class. This student resource is also useful for review.
After the presentation, divide the class into pairs or groups of three and have them compare their notes for completeness and accuracy. Invite each pair or triad to share their thoughts and questions. 
Close this activity by letting students know that now that they are familiar with the major characteristics of investment products, in the next class period they will learn about the investment products themselves.

	
	
	class period 2

	3
	30
	Analysis: Purposes of Different Investment Products
In this activity, students learn about the characteristics of the major investment products and apply their learning to their own financial goals. This activity focuses on the following college and career skills:
Prioritizing and completing tasks without direct oversight
Locating, evaluating, and applying information
Ask students to review Student Resource 6.2, Analysis: Investment Products. Explain that they have two tasks:
Circle which goals an investment product is good for meeting
Star which investment products appeal to you for future investing
Answer any questions and then let students complete the activity. It may raise many questions, so be on hand to clear up confusion. 
Once students have completed their assignment, conduct a class discussion about the choices they made for each investment product. When there are discrepancies, encourage students to articulate their reasoning. 
Close this activity by explaining that each type of investment product has comparative strengths and weaknesses, and that there is no one-size-fits-all investment product. A financial advisor must match the investment product and its unique characteristics with the financial needs of the client.
You may want to gauge student understanding by assessing this assignment on a credit/no-credit basis.

	4
	20
	Calculating: Compounding Interest
This activity introduces students to the concept of compounding interest, the force that makes investing a powerful financial tool. This activity focuses on the following college and career skill:
Effectively using quantitative reasoning
If students are harboring any doubts about the impact investing can have on their financial health, this activity will dispel them.
Ask students to imagine that they put $100 a year, for the next 48 years, into an investment product that provides 5% interest (compounding yearly). Ask them all to first write down how much they would have deposited ($100 x 48 = $4,800). Next, have them write down a guess (or to figure out mathematically, if they are able) as to how much that investment will be worth at the end of the 48 years, about the time many of them will retire. When they are done writing, reveal to them that their investment will be worth $19,743, and write that amount on the board.
Note: If students appear not to know how compounding interest is calculated, you may choose to copy the following compounding table onto the board for students to view. You can model the calculations and then complete the table with the class for up to 10 years. After 10 years, the resulting value of a single deposit of $100 at 3.0% interest would be $134.39. The first five years have been provided as a reference. 

	Year
	Start value
	Interest 
	Interest earned
	Value (after compounding)

	1
	$100
	3.0%
	$3.00
	$103.00

	2
	$103.00
	3.0%
	$3.09
	$106.09

	3
	$106.09
	3.0%
	$3.18
	$109.27

	4
	$109.27
	3.0%
	$3.28
	$112.55

	5
	$112.55
	3.0%
	$3.38
	$115.93



Emphasize to the class that compounding depends on three factors:
How much money you invest (and how regularly)
The time period with which you let your money grow
Your interest rate
Explain to the class that if interest is an amount charged or earned for the use of money, compound interest is interest paid on the original amount (or principal) and on any accumulated past interest. Compound interest can be earned daily, weekly, monthly, or yearly. The more money you have earning interest, the more money you can make off of compound interest, because each time the interest is compounded the money earned gets added to the total. 
Now ask students to guess how much they would have if they invested just $100 each month into that same investment product, at 8% interest (compounding monthly), for 48 years. Have students write down their guesses. When they are done, write down $678,539 on the board.
You may wish to introduce the Rule of 72 as a way to estimate growth of investments. If you know your investment’s expected rate of return, the Rule of 72 can tell you how long it will take for your investment to double in value. Divide the number 72 by your investment’s expected rate of return. Use a simple example first: if you expect the rate of return to be 9%, divide 72 by 9 to get 8. The investment will double in value about every eight years. 
Ask students to work together for five minutes in small groups to come up with their best explanation of why so much money could be saved. Have teams volunteer their answers. Use their responses to provide a clarifying explanation of the power of compounding interest and its importance in investing. 
Now that they’ve learned about the power of compound interest and investing, close by letting students know that they will put their knowledge to work as they take on the role of financial advisors in the next class period. 

	
	
	class period 3

	5
	20
	Introduction: Investment Portfolios
This activity gives students an opportunity to put their new knowledge of investment options to use. 
Prior to class, decide how you will form students into investment teams, with three or four students on each team.
Explain to the class that students will form teams and take on the role of financial advisors to help hypothetical clients create an investment portfolio to meet their needs. 
Ask students to read Student Resource 6.3, Memo: Investment Portfolio Request. The memo states that students, taking the role of new financial advisors, will work in teams to analyze the investment needs of a new group of clients. Then each team will be assigned one client for whom they will recommend an investment portfolio. 
Note that the memo includes an example of what to include in their portfolio. Hand out Teacher Resource 6.2, Rubric: Investment Portfolio. Ask students to work with a neighbor to study the example against the rubric. Call on pairs to explain which criterion they would give the example for a particular row. If they don’t think the example has earned “exemplary,” ask what could be improved. Use this time to answer any questions. 

	6
	20
	Descriptions and Questions: Investment Clients
Students learn about each of the clients that the class will be making recommendations for and consider key questions that they will need to ask in order to serve the clients well. This activity focuses on the following college and career skill:
Asking appropriate and effective questions
Begin by forming students into the teams of investment advisors that will work together on the project. Three students per team is ideal. 
Ask students to read Student Resource 6.4, Descriptions: Investment Clients. In each description, the financial goals of a client are presented as well as some background on the client’s current financial situation. However, some key facts are missing from each. In this activity, the class will work together to create a list of important questions for each client.
After they have read the descriptions, instruct students to write down one question about each client that would help them better understand their investment needs. Model a few questions for students to hear. For example:
Do you intend to invest in one single amount or fixed sums on a regular basis?
Do you prefer safe investments or do you have a high tolerance for risk?
Have each team agree on one clarifying question for each of the five hypothetical clients.
After about five minutes, ask each team their question and write it on the board, in a column under the heading for each of the five questions. Note that some teams may come up with the same question as another—this is fine.
Ask the class to vote on the two most important questions for each client (if there are more than two listed). Tell the students you will get the answers for them before the next class.
After the class, create answers for each of the questions, and return them to the students by distributing copies of the additional information or through email or other means.
Close by letting students know that an important role of the financial advisor is to make sure that they clearly understand the client’s needs and financial situation before making investment recommendations.

	7
	10
	Investment Recommendations: Client Assignment
Students learn which client they will be developing an investment portfolio for.
Assign each team one of the five clients in Student Resource 6.4, Descriptions: Investment Clients. If there are more than five teams, you need to assign the same client to more than one team.
Encourage students to give some thought to what their client might need, even before they have received the answers to their questions. They will be able to work with all of the information they need about their client in the next class period.

	
	
	CLASS PERIOD 4

	8
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	50
	Investment Advising: Creating a Portfolio
In this key activity, student teams work together to create an investment portfolio that will best meet the needs of a client. This activity focuses on the following college and career skill:
Thinking critically and systemically to solve difficult problems
Assemble students into their teams. Give each team the answers to the questions they asked in the previous class period. 
Using the instructions in Student Resource 6.3, Memo: Investment Portfolio Request, ask each team to work together to create a written portfolio for their client, explaining why they recommend each type of investment product. Teams should refer to Student Resource 6.2, Analysis: Investment Products, as a resource, as well as any notes that they may have from the presentation when choosing the specific investment products for their client.
Teams should use this period to create a first draft of client recommendations. Assign each team to a computer that has Microsoft Word or other word processing software. Have them aggregate their ideas using Track Changes and reviewing comments in the writing process.
Explain to students that they will be receiving peer feedback on their recommendations in the next class period and handing in their final draft, so if they have a lot more work to do, they need to divide up responsibilities among team members and do it for homework.

	
	
	class period 5

	9
	15
	Peer Review: Portfolio Creation
In this activity, students read over the plan of another student team and provide feedback.
Have each team trade their draft of recommendations with another team (if there is an odd number of teams, have them rotate their recommendations).
Ask each team to read the other team’s client description as well as the portfolio recommendation and reasoning. Then have each team decide if they would give the same recommendation or have other recommendations. Have them write their responses on a separate sheet of paper. Tell them to be specific. Write a few examples of helpful responses on the board so the students understand what the appropriate response is for this activity:
Stocks are volatile and can be risky, so they are not good for short-term investments
Needs a better explanation of why it is the best investment product for the client
Have students share their responses with the other team. Explain that students will now have the opportunity to make revisions and create their final drafts.  

	10
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	25
	Final Drafts: Investment Portfolios
Students use the feedback they received to reconsider their recommendations and make changes before creating their final draft.
Assign teams to computers and have them compose their final draft in Word. 
Collect students’ investment portfolios and assess them using Teacher Resource 6.2, Rubric: Investment Portfolio.

	11
	10
	Reflection: Accomplishing My Goals
Students have an opportunity to apply what they have learned about investment tools to achieving their goals.
Ask students to get out their notebook and write down one of their mid- or long-term goals from the springboard activity. Tell them to pick a goal that requires money to make into a reality. Ask students to use their learning (they can use any of the readings or notes from the class) to recommend an investment product that can help them meet their goal.
Have each student share the goal and investment product with a partner.


Extensions
Content Enrichment
Rule of 72: The Rule of 72 calculates how soon the principal investment will double at a given interest rate. Pair students and ask them to estimate how long it will take for an investment of $100 to double in value if the interest rate is 6%. After a few minutes, ask pairs to estimate how long it will take for $1 million to double in value if the interest rate is 6%. Ask pairs to share their guesses. Next, demonstrate the Rule of 72: divide 72 by 6 (the interest rate) and the result is 12—it will take 12 years for either amount to double in value. 
Stock Market Log: Tell students that they should imagine having $1000 to invest. Have students select individual stocks, bonds, mutual funds, or cash to invest their $1000. Ask them to track these investments over a five-week period. At week three, give students a chance to “rebalance” their portfolio. They would have to “sell” out of the position they are in and capture the “gain or loss” on sale (calculating the market value and comparing it to the initial investment). They then can purchase a new stock/bond/mutual fund or leave it in cash. At the end of the five-week period, determine who has earned the most return when they “liquidate” their positions on the last day. 
Invite students to focus on one specific investment company to research. Have students prepare a brief presentation to the class that gives an overview of the company and its services.
Have students research some investment programs (529 plans and Coverdell Education Savings Accounts) that are designed to help pay for future education expenses. Have students put together a simple brochure that explains the services and functions of these programs.
Have students compare and contrast a Roboadvisor to an investment manager. Consider what the future of investment advising will be in 2030 by looking at companies such as Wealthfront.com and Morgan Stanley and their offerings. What type of person would use each type of entity? 
STEM Integration
Math: Tell students that an important service provided by banks is checking accounts (though checks may seem arcane to some students, it is still important to maintain a checking account). Remind them that banks often have a minimum balance, and ask students for the reason why (so that banks have money to lend). Then have them work in pairs to solve the following scenario: 
Community Bank has 1315 student checking account customers. Student checking accounts are free as long as the student keeps a balance of $1500. This year, the bank hopes to loan $900 to 1250 students. Assuming that the bank retains 20% of its holdings as reserve, will it have funds to make all those loans? If not, how many more customers does it need? If so, how many customers can go below their balance and not have their accounts used toward the loans? 

Additional Cross-Curricular Ideas
History: The stock market often responds either positively or negatively to historic events. Ask students to create a large graph showing the performance of the stock market (perhaps choose the Dow Jones Industrial Average as an index), and have them annotate the graph with events in history that have had an impact on the stock market. Some obvious examples are Black Monday, 1929, World War II, and the 9/11 terrorist attacks.
English Language Arts: Have students research and write a biography on Warren Buffett, who is regarded as one of the world’s greatest stock market investors and is the largest shareholder and CEO of Berkshire Hathaway. Have students share his inspiring story with the rest of the class.
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