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Teaching Objectives

The Personal Finance and Saving Plan

Primary Objectives

Students should be able to:

1. Understand how the IEM can be used to make rational investment decisions
2. Explain the relationship between the IEM, financial responsibility for saving plan, and mortgage, and asset acquisition   
3. Explain how the IEM predicts the movement of financial markets such as the stock, bond, and alternative investment markets
4. Use the IEM as a framework to track existing portfolios and predict movements in the equity markets
Secondary Objectives
Students should be able to:

1. Correlate money management strategies with economic and political activities
2. Understand the impact of consumer credit and debt as applied to personal financial management strategies
3. Understand how the IEM is used to predict and forecast market outcomes 
4. Understand the importance of personal financial planning and economic activities
5. Explain why savings plans and interpreting payment accounts are paramount to personal financial management strategies
Important Aspects of the Assignment
· Students will start with specific tasks and gradually expand and comprehend the information.
· Students will build on previous knowledge and experiences.
Lecture Outline

The Personal Finance and Portfolio Management Strategies Module
1. Introduction:
a. Personal Finance Planning
b. Budgeting and Cash-Flow Management
c. Money Management Strategies
d. Credit and Debt Management
e. Tax Planning
2. Providers of Financial Services and Availability of Funds
a. Banking Services and Savings Plans
b. Mortgage and Tangible Asset Financing
c. Interest Rate Fundamentals
d. Stocks, Bonds and Mutual Fund Quotations
e. Insurance Services and Hedging Strategies
3. Investment Decisions 
a. Understanding the Relationship between Personal Finance and Investment
b. Using the IEM to make Rational Investment Decisions
c. Trading and Tracking Stocks using the IEM 
d. Predicting Future Trades Based on Historical Trends
e. Understanding Risk and Return
4. Summary
 
Lecture Notes

The Personal Finance and Portfolio Management Strategies Module
· Refer to the Lecture Notes in Microsoft PowerPoint.  
· The PowerPoint slides outline each topic in detail using the following table of contents.
· Learning Objectives (Slide 3)
· Lecture Outline (Slide 4)
· Personal Finance and Portfolio Management Strategies - Lecture Notes (Slide 5)
· Introduction (Slide 6)
· Why Financial Planning Is Beneficial (Slide 7)
· The Financial Planning Process (Slide 8)
· What Variables Affect the Financial Planning Process? (Slide 9)
· Significant Terminology Used in the Financial Planning Process (Slide 10)
· Example of the Compounding Process Using Future Value (Slide 11)
· Example of the Discounting Process Using Present Value  (Slide 12)
· Example of the Future Value Interest Factor for an Annuity  (Slide 13)
· Example of the Present Value Interest Factor for an Annuity  (Slide 14)
· Budgeting and Cash Flow Management (Slide 15)
· Budgeting (Slide 16)
· Cash-Flow Management (Slide 17)
· Money Management Strategies (Slide 18)
· Key Variables in Asset Management Strategies (Slide 19)
· Key Indicators of Good Financial Management (Slide 20)
· The Debt-to-Equity Ratio (Slide 21)
· The Current Ratio (Slide 22)
· Liquidity Ratios (Slide 23)
· The Debt Service-to-Income Ratio (Slide 24)
· The Savings Ratio (Slide 25)
· Credit and Debt Management (Slide 26)
· Developing a Debt Management Plan to Control Credit Usage (Slide 27)
· Credit Management (Slide 28)
· Debt Management (Slide 29)
· Signals of Debt Mismanagement (Slide 30)
· Tax Planning (Slides 31-33)
· Tax Rate Table (Slide 34)
· Marginal and Average Tax Rates (Slide 35)
· The Ways Taxes Are Paid (Slide 36)
· Calculating Adjusted Income (Slide 37)
· Tax Shelter Strategies (Slides 38-43)
Lecture Notes (continued)

The Personal Finance and Portfolio Management Strategies Module
· Providers of Financial Services and Availability of Funds  (Slide 44)
· Banking Services and Savings Plans (Slide 45)
· Savings Plans (Slide 46)
· Mortgage and Tangible Asset Financing (Slide 47)
· Mortgage Financing (Slide 48)
· Real Estate Investment and Cash Flow (Slide 49)
· Direct and Indirect Real Estate Investment (Slide 50)
· Interest Rate Fundamentals (Slide 51)
· Present Value (Slide52)
· Future Value (Slide 53)
· The Present Value of an Annuity (Slide 54)
· The Future Value of an Annuity (Slide 55)
· Determining a Car Payment (Slide 56)
· Determining a Mortgage Payment (Slide 57)
· Computing Present and Future Values (Slide 58)
· Stocks, Bonds, and Mutual Fund (Slide 59)
· Stocks (Slide 60)
· Investment Bankers (Slide 61) 
· Individual Investors (Slide 62)
· Portfolio and Investment Management (Slide 63)
· Bonds (Slide 64)
· Bond Value (Slide 65)
· Mutual Funds (Slide 66)
· Classification of Mutual Funds (Slide 67)
· Insurance Services and Hedging Strategies (Slides 68-69)
· Risk and Insurance (Slide 70)
· Types of Insurance (Slide 71)
· Types of Insurance - Homeowners (Slides 71-75)
· Types of Insurance - Automobile (Slides 76-77)
· Types of Insurance - Property Liability Insurance (Slides 78-79)
· Types of Insurance - Health and Disability Insurance (Slides 80-83)
· Types of Insurance - Disability Insurance (Slides 84)
· Types of Insurance - Life Insurance (Slides 85-87)
· Making a Claim (Slide 88) Investment Decisions (Slide 89)
· Keys to Choosing an Investment (Slide 90)
· Investing through Ownership (Slide 91)
· Purchasing Short- or Long- Term Investments (Slide 92)
· Understanding the Relationship between Personal Finance and Investments (Slide 93)
Lecture Notes (continued)

The Personal Finance and Portfolio Management Strategies Module
· Using the IEM to make Rational Investment Decisions (Slide 94)
· Background on the FOMC (Slides 95-96)
· FOMC Policy Decisions (Slide 97)
· Fed Policy Contract Description (Slide 98)
· Assignment One (Slide 99)
· Assignment Two (Slide 100)
· Trading and Tracking Stocks on the IEM (Slide 101)
· Trading on the IEM (Slide 102)
· Tracking Shares on the IEM (Slide103)
· Buying and Selling Limit Orders on the IEM (Slide 104)
· Accessing Contracts on the IEM (Slide 105)
· Predicting Future Trades Based on Historical Trends (Slide 106)
· Charting Trends (Slide 107)
· Assignment Three (Slide 108)
· Computer Industry Returns Contract Description (Slide 109)
· Understanding the Relationship Between Risk and Return  (Slide 110)
· Risk and Return (Slide 111)
· Determining Your Own Investment (Slides 112-114)
· Strategies for Portfolio Management (Slides 115-117)
· Making the Right Decision (Slide 118)
· Index (Slides 119-120)
· Internet Resources (Slide 121)
· Works Consulted (Slide 122)
Personal Finance and Portfolio Management Strategies Assignments

Introduction to the IEM
The Iowa Electronic Market (IEM for short) is a computerized market on which financial contracts can be traded (bought or sold). For this assignment, we will be using a series of contracts based on three popular companies, Apple Computers (AAPL), IBM (IBM) and Microsoft (MSFT), and an important guide called the S&P500 index. Shares of the firms are traded over the counter (NASDAQ) and on the New York Stock Exchange (NYSE). Similarly, a daily index value is determined for the S&P500 based upon a weighted average of the stock prices of 500 companies. These contracts are listed on the IEM under the market label “Computer Industry Returns Market” or “Comp_Ret” for short.

The other set of contracts that will be used is listed on the IEM under the market label “Federal Reserve Monetary Policy Market” or “FedPolicy” for short. The Federal Reserve Monetary Policy Market is a series of contracts established on the monetary policy decisions of the Federal Reserve’s Federal Open Market Committee (FOMC) at their regularly scheduled meetings.  Contracts listed in the “FedPolicy” market will initially appear in sets of three, with each set referring to a particular FOMC meeting.  The three contracts will represent the three possible FOMC decisions made at the meeting regarding the federal-funds rate target—to raise the target, to lower it, or to leave it unchanged. These contracts are described later in this note and in more depth in the IEM Trader’s Manual. Detailed descriptions of these markets are available at the IEM Web site: 

http://www.biz.uiowa.edu/iem/markets/fedpolicy.html
Detailed descriptions of these markets are available at the IEM Web site: 

http://www.biz.uiowa.edu/iem/markets/computer.html
Objectives

The objectives of the IEM assignments are to help you in applying class concepts in a "real world," unstructured way to learn how to:

1. Apply IEM to understand personal investment strategies.

2. Utilize the lessons learned from the IEM to discover the vast array of insights that can be gained from the study of personal finance and portfolio management strategies.

3. Implement investment trading strategies using Computer Industry Returns and the FedPolicy markets.

Opening an IEM Account 

All students need to open an account with the Iowa Electronic Market. This involves a minimum deposit of ____ dollars. Funds remaining in your account are refundable at the end of the semester. 

You can open an IEM account over the Internet.  To do so, go to the sign-up Web page:

http://iemweb.biz.uiowa.edu/signup/
Follow the instructions given to you by your instructor.  (DO NOT use forms other than those given to you by your instructor.  Using other forms may result in fees or decreased deposits into your account.)

After filling out your signup forms, you may need to deposit cash with the IEM office (W283 PBAB, Phone (319) 335-0881).  Your instructor will give you details about any deposits you need to make.

Accessing the IEM

You can access the IEM through its web-site address:

http://www.biz.uiowa.edu/iem/
Current and newly enrolled IEM traders with IEM accounts will be given access rights to the Federal Reserve Monetary Policy Market and the Computer Industry Returns Market.  Access to these contracts can be achieved via the “Market Selection” pull down menu.  The IEM market has several contracts trading under it. The contracts of interest for this module are the Computer Industry Returns Market at http://www.biz.uiowa.edu/iem/markets/computer.html and the Federal Reserve Monetary Policy Market at http://www.biz.uiowa.edu/iem/markets/fedpolicy.html.  
You access your trading account from the market pages, or directly using:

http://iemweb.biz.uiowa.edu/ 

Federal Reserve Monetary Policy Market

The Federal Reserve Monetary Policy Market is a real-money futures market where contract payoffs are determined by monetary policy decisions made at regularly scheduled meetings of the Federal Reserve’s Federal Open Market Committee (FOMC).  Federal Reserve Monetary Policy Contracts consist of three basic contracts.  After every FOMC meeting, existing contracts in the series are liquidated and payments are made based on the decisions made at that meeting regarding the federal-funds rate target—to raise the target, to lower it, or to leave it unchanged.  Similarly, new contracts for subsequent FOMC meetings will be created following the convention FRupMMYY, FRsameMMYY and FRdownMMYY where MMYY refers to the month and year of the relevant FOMC meeting.  The schedule of FOMC meetings can be found at the Federal Reserve System’s web site: http://www.federalreserve.gov/fomc/#calendars. Except in special circumstances, trading rules for these contracts are the same as those specified in the Trader’s Manual for the Iowa Electronics Markets.

The Directors of the IEM reserve the right to introduce new contracts to the markets as spin-offs of existing contracts.  For example, in a rare move by the Fed to lower interest rates in early 2001, the contracts listed in the FedPolicy market were changed to include the following:  a pay-off of $1.00 if the fed-funds rate target fell 25 basis points or less on 5/15/2001; $0 otherwise and a $1.00 pay-off if the fed-funds rate target fell more than 25 basis points on 5/15/2001; $0 otherwise.  

When a contract spin-off occurs, an original contract will be replaced by new contracts.  This divides the payoff range of the original contract into sub-intervals.  No holder of the pre-spin-off contracts will be adversely affected.  Traders will receive the same number of each of the new contracts as they held in the original.  The sum of the liquidation values of the new contracts will equal the liquidation value that would be paid to the original in the absence of a spin-off.   Decisions to spin-off a contract will be announced at least two days in advance of the spin-off.  The new contract names, the specifications regarding liquidation values and the timing of the spin-off will be included in the announcement.  This announcement will appear as a News Bulletin on the WebEx login screen.

Liquidation values will be set according to the contract descriptions.  For example, if, at the close of the regularly scheduled FOMC meeting in the month MMYY, the FOMC announces a decision to raise the target for the federal-funds rate;  then each FRupMMYY contract held by a trader will be redeemed for $1.00, while the FRsameMMYY and FRdownMMYY contracts will expire with a $0.00 redemption value.

Note that liquidation values will depend solely on decisions made at the specific regularly scheduled FOMC meeting to change or not change the federal-funds rate target from its level as of the start of that same meeting.  Changes in the federal-funds rate target during the inter-meeting period or decisions regarding other monetary policy issues or instruments will not have any direct bearing on those liquidation values.  

Contracts will be designated using a ticker symbol and a letter denoting up, down, or the same and the month of contract liquidation. Thus, the contracts traded in this market for liquidation in month “MM” and year “YY” are:

	Code
	   Contract Description/Liquidation Value
	
	

	FRupMMYY
FRsameMMYY
FRdownMMYY
	
	$1.00 if the fed-funds rate target rises; $0 otherwise
$1.00 if the fed-funds target remains unchanged; $0 otherwise
$1.00 if the fed-funds rate target falls; $0 otherwise


The practice of the FOMC, initiative at the May 18, 1999 meeting, has been to release a public announcement shortly after each regular meeting describing the funds rate target decision. (See (http://www.federalreserve.gov/boarddocs/press/boardacts/2001/.)  So long as that practice continues, this public announcement will be the official source of FOMC policy decisions for purposes of determining liquidation values.  If no such statement is released by the FOMC, the Wall Street Journal (WSJ) will become the official source.  Specifically, the most definitive statement of FOMC meeting actions appearing in the three consecutive issues of the WSJ (Central Edition) after the close of the FOMC meeting will be taken as the policy decision.  If the decision of the FOMC remains unclear even after three consecutive WSJ issues, the outcome “fed-funds target remains unchanged” will be declared the result for purposes of determining liquidation values.  The judgment of the IEM Board of Governors will be final in resolving questions regarding the nature of the FOMC decision, including questions arising from typographical or clerical errors.

Trading in a set of contracts will continue for as much as two days beyond the end of the meeting on which those contracts are based.  If an official announcement of the FOMC decision is made at the end of the meeting, or within two days thereafter, the market will close.  The contracts will be liquidated as soon as is possible after the appearance of that announcement.  If no official announcement has been made by 5:00 PM CST on the second business day after the end of the meeting, then the market will close to further trading at that time.  On the following business day, a decision regarding liquidation values will be made by the Board of Governors of the IEM based on reports appearing in the WSJ, with liquidations occurring shortly thereafter.  

Computer Industry Returns Contracts

Computer Industry Returns Contracts consist of a series of contracts. Every month, existing contracts in the series are liquidated and payments are made as described below.  Then, new contracts are created as described below.  These events occur on the Monday after the exchange-traded options for the underlying stocks expire (the Monday after the third Friday of each month). 

The liquidation values for the contracts in this market are determined solely by the rates of return of Apple Computers Common Stock (AAPL), IBM Common Stock (IBM), Microsoft Common Stock (MSFT) and the S&P500 index (SP500).  Whichever of these has the highest rate of return as specified below will pay off $1.00 per share. The remaining contracts will payoff zero. Thus, to do well in this market, you will need to understand what determines real stock market returns.

Contracts will be designated using a ticker symbol and a letter denoting the month of contract liquidation. Thus, the contracts traded in this market for liquidation in month “m” are:

	Code
	Underlying Asset
	Liquidation Value

	AAPLm
IBMm
MSFTm
SP500m
	Apple Computers
IBM
Microsoft
S&P 500 Market Index

	$1.00 if AAPL Return Highest
$1.00 if IBM Return Highest
$1.00 if MSFT Return Highest
$1.00 if SP500 Return Highest


In these contract codes, “m” refers to the month of expiration as given by the following table:

	Month
	Designation
	Month
	Designation
	Month
	Designation

	January
February
March
April
	a
b
c
d
	May
June
July
August
	e
f
g
h
	September
October
November
December
	i
j
k
l


For AAPLm, IBMm and MSFTm, the dividend-adjusted rate of return is computed based on closing stock prices of the underlying listed firm between the third Friday in the liquidation month and the third Friday in the previous month.  For these purposes, closing prices as reported in the Midwest edition of the Wall Street Journal are used.  In particular, this return is calculated as follows.  First, the raw return of the underlying stock is computed (as of the closing price on the third Friday of the liquidation month, minus the closing price from the third Friday of the previous month, plus any dividends on ex-dividend date).  Then, we divide the raw return by the closing stock price from the previous month to arrive at the dividend-adjusted rate of return.

For the SP500 contract, the return is computed as the capital gains rate of return.  To do this, subtract the closing index value on the third Friday of the previous month from the closing index value on the third Friday of the liquidation month. Then, divide by the previous month’s closing index value.

Trading on the IEM

One advantage of trading on the IEM is that you can trade on the IEM in several ways.  First, you can buy or sell unit portfolios (i.e., bundles).  A unit portfolio is a set of bundles, such as AAPLm, IBMm, MSFTm and SP500m, consisting of one of each of the contracts in the bundle. For example, in the Federal Reserve Monetary Policy Market (i.e., FRupMMYY, FRsameMMYY, and FRdownMMYY), a bundle can be purchased from or sold to the IEM system at any time at the price of $1.00 per bundle.  You can always buy or sell such portfolios for $1.00 each.  Thus, when you start to trade and do not own any contracts, you can buy a unit portfolio and then start to trade.  (To do this, select the appropriate contract under “Buy Bundles” or “Sell Bundles” in the “Market Order” drop down menu.  Enter a quantity and press the “Market Order” button.)  Note that, regardless of the announced FOMC policy decision, the liquidation values of the three contracts in a bundle will total $1.00, the same as the price at which the bundles can be bought or sold.  The bundles will be designated FR1$MMYY, where the suffix MMYY identifies the month of the FOMC meeting.  

Second, you can buy or sell using a "Market Order."  On the market screen, you will see that some individuals have posted an order to buy or to sell a contract (e.g., MSFTg, the contract for July liquidation in the Computer Industry Returns Market) at a specific price.  If you believe that a posted order represents a good deal, you can buy or sell at the posted price.  (To do this, select the appropriate contract under “Buy at Best Ask” or “Sell at Best Bid” in the “Market Order” drop down menu.  Enter a quantity and press the “Market Order” button.)

Third, you can buy or sell using a "Limit Order."  To do so, you state the price at which you are willing to buy or sell a contract and post a limit order on the screen.  In doing so, you are waiting for someone who is willing to buy or sell at your stated price. In this manner, when your order executes, it will execute at your stated price, not at somebody else’s.  The negative is that the order may never execute because nobody likes your price because it is too high or low. (To place a Limit Order, select the appropriate contract under “Post a Bid” or “Post an Ask” in the “Limit Order” drop down menu.  Enter a price, quantity and expiration date and press the “Limit Order” button.) 

Investing on the IEM

Funds in a trader’s cash account are fungible across all contracts, so new investment deposits are not required to trade in more than one market.  Additional investments up to the maximum of $500 can be made at any time.  Five days advanced notice is required for accounts to be fully liquidated by fund being withdrawn.  Funds may be withdrawn on the 15th of any month.

Completing Your Assignments and Submitting Them

As you can see below, the IEM assignments are extensive, multi-part assignments that draw together many concepts from the class.  It would be wise to work on the various parts of the assignments as we go over the relevant topics in class.  To prepare the assignments for submission, please use the following guidelines:

1.
Each assignment must be typed.  Label clearly each assignment with a cover page giving your name, student number, and section number.

2.
Complete each part in a separate section clearly labeling them Part 1, Part 2, etc.

3.
Within each section, give the requested information, including sources of information gathered and equations used to calculate results.

4.
Turn in your completed assignment to your instructor on the date that it is due.

Personal Finance and Portfolio Management Strategies Module Assignment

Part 1: Calculating Present and Future Value of Money      DUE: _______

GOAL

In this part of the assignment, you will study how to determine the time value of money using present and future values.  You will study simple interest calculations, compounding, and discounting as well as annuities.

Calculating Simple Interest
Simple interest loan calculations may be found by going to the web site: http://www.moneyadvisor.com/calc using the Simple Loan Calculator.  

Calculating Compound Interest for Taxed and Non-taxed Purchases
Taxed and Non-taxed calculations may be found by going to the Web site:  http://www.moneyadvisor.com/calc using the Taxed and Non-taxed Compounding Calculator.  

Calculating Nominal Effective Interest Rates
Nominal interest rate calculations may be found by going to the Web site:  http://www.moneyadvisor.com/calc using the Nominal Effective Interest Rate Calculator.

Calculating Cost of Living
The cost of living between various cities based on salary calculations may be found by going to the Web site: http://www.moneyadvisor.com/calc using the Salary Calculator.

Use the following data to complete your analysis.  You would like to save for a new home.  You currently have $1,000 in hand that you will place in an investment account to help with the down payment.  You currently also have a $6,000 car loan that you want to repay in two years at a loan rate of 10%.  In addition, you feel that you will need about $5,000 to make the down payment on the new home.  You will place the $1,000 investment for 2, 3, 4, 5, and 10 years.  You should place in Excel the nominal and effective interest rates necessary to reach your $5,000 goal in each of the five periods.  In addition, you have a certain expected return by depositing the $1,000 in a savings account at 6%.  Your tax rate is 28% and the inflation rate is 3%.  Record the value of this certain investment with tax-free compounding, with taxed compounding, and less inflation.  Speculate how your calculations would contrast in three uniquely different cities.

Returns to IEM Contracts
Conduct at least one trade in the FedPolicy market between ___________ and __________.  At the end of each liquidation date, if the Federal Funds Rate increases, this means that the prime rate will also increase.  Adjust the rate on the previous variables used above based on the appropriate increase in the federal funds rate.   Save the results of the three calculations in Excel for later use.

Personal Finance and Portfolio Management Strategies Module Assignment 

Part 2: Calculating Mortgage Investments

DUE:  ___________

GOAL

In this part of the assignment, you will study how to derive realistic measures relating to mortgage investments based on a series of frequently asked questions, such as: Am I Better Off Renting vs. Buying?  What Home Can I Afford?  How Much Will My Payments Be?  Which is Better, a 15 or 30 Year Mortgage?  Is it better to Own vs. Rent if I am going to stay in a location for at least five years?  What is my required down payment?

Calculating Savings
Saving for a home or car may be calculated going to the web site: http://www.calcbuilder.com/cgi-bin/calcs/SAV3.cgi/financenter.  This may be used to determine how much an investor must save to make the desired financial goal.   (If you want to know how much you must save to be a millionaire, go to the Web site: http://www.calcbuilder.com/cgi-bin/calcs/SAV1.cgi/financenter).

Calculating How Much a Person Would Have to Make to be Able to Afford the Mortgage
Investors and first-time homebuyers may be curious to know what are the income requirements for a particular mortgage. This calculation may be found by going to www.interest.com/calculators.

Calculating Answers to Frequently Asked Questions Related to Mortgage Lending
Answers to the questions posed above as well as to other frequently asked questions may be found at the following two Web sites: http://www.moneyadvisor.com/calc or http://www.interest.com/calculators
Use the following data to complete your analysis.  You would like to save for a new home.  You currently want to buy a home for $180,000 and the lender requires 3-5% down.  The current interest rate is one percent above the Federal Funds Rate based on the most recent FOMC meeting announcement.  Since you are getting the house built, the homebuilder says that he cannot start of the home for five months, and that he can complete it in four months. Your tax rate is 28%, the inflation rate is 3%, and your property taxes are 8% of the current price of the home.  You are married.  You make $42,000 and your spouse makes $38,500.  You have one child who is an infant, thus saving for college is not a top priority at this stage.  You have decided not to discount points.  Should you begin building?  What terms should you ask for?  How much should you put down?

Returns to IEM Contracts   
Conduct at least one trade in the FedPolicy market between ___________ and __________.  At the end of each liquidation date, if the Federal Funds Rate increases, this means that the prime rate will also increase.  Adjust the rate on the previous variables used above based on the appropriate increase in the federal funds rate.   Save the results of the three calculations in Excel for later use.  

Personal Finance and Portfolio Management Strategies Module Assignment 

Part 3: Budgeting to Achieve Financial Success
DUE:  ___________

GOAL

In this part of the assignment, you will study how to budget based on a variety of routine household expenses. The objective is to track monthly expenses through budgeting.

Calculating a Working Budget
Answers to the questions on budgeting may be found by going to the Federal Reserve Bank of Chicago’s Web site under their “Project Money Smart” homepage http://

www.chicagofed.org/consumerinformation/projectmoneysmart/budgetworksheetns.cfm#budgeting
Calculating Reinvestment Income
Answers to the questions on stocks, mutual funds and other investments can be found on 

http://www.valueline.com.  Information of stock quotes, news about companies, and time-lines may be found by inserting the company stock ticker symbol.  Calculations can also be made on personal goals, college costs, retirement, future value, tax-deferred growth, and tax-free yield on this site. You may also visit the Web site of Standard and Poor’s Corporation at http://www.standardandpoors.com to receive an update of the S&P500 portfolio index.

In December 2000, you were given 100 shares of IBM stock by your grandfather to help you pay for your college expenses or to purchase a home once you have graduated.  IBM common stock is traded on the New York Stock Exchange and pays dividends on common shares on the 10th of March, June, September, and December.  You received your first dividend check in March 2001 for $98 (100 shares x $0.98 per common share).  You decided that it would be smart for you to reinvest the dividends, but not necessarily in IBM stock.  You decide to take one-third of the money received in dividends each month and purchase additional shares.  IBM, Apple Computer (AAPL), Microsoft (MSFT), or another technology stock (as long as it is in the S&P 500) will be purchased with your dividends depending on which stock outperformed the others on the IEM Computer Industry Returns market.  You therefore watch each month as the Computer Industry Returns market settles and purchase with 1/3 of your dividend the winner for that month.  If there is a remainder you will use your current income to purchase the difference as long as the remainder is greater than 50% of a share, otherwise you will save the difference.  You follow this reinvestment scheme in the months of March, April, and May.  You again receive a common dividend on your IBM shares on June 10, 2001.  What will your budgeting worksheet look like as of June 30, 2001?  (Assume there is no commission fee on your purchases.)

The Federal Reserve Bank of Chicago’s Project Money Smart provides the following examples of monthly expenses:  “Here are some examples of monthly expenses: regular savings, housing, groceries, utilities, clothing, vacations, and personal spending money. Fixed Expenses -- These expenses are for items that you are committed to like regular savings, housing, groceries, utilities and a car payment.  Variable Expenses -- These expenses might occur every month, but the amount you spend could change. Examples are clothing, vacations, gifts, and personal spending money.”   Complete the following worksheet:

Directions:  Fill in your own monthly expenses in the worksheet below.  Calculate net income based on the expenses provided in the assignment and based on your own expenses (using the same situation of your grandfather giving you 100 IBM shares).  Make each expense either fixed or variable.


    

                                                March 31, 2001 
     June 30, 2001
Worksheet

Wages/Salary (Net)

$ 4,000


$4,000

$________

Part-time Work

$    400


$   400

$________

Child Support/Alimony
$       0


$       0

$________

Other (e.g., stock dividends)
$     98


$_____

$________

              Net Income

$5,298


$_____

$________

Fixed Monthly Expenses

Savings


$  100


$   100

$________

Rent/Mortgage

$  600


$   600

$________

Gas (Cooking/Heating)
$  110


$     35

$________

Electric


$    70


$   120

$________

Water/Sewer/Trash

$    10


$     10

$________

Home Upkeep/Repair
$    20


$     20

$________

Home/Auto Insurance
$    60


$     60

$________

Life Insurance

$    30


$     30

$________

Disability Insurance

$    10


$     10

$________

Telephone


$    40


$      45

$________

Groceries


$  100


$    120

$________

Car Loans


$  325


$    325

$________

Car Stickers/License

$    10


$      10

$________

Bus, Train, Cabs

$      0


$        0

$________

Laundry/Dry Cleaning
$    80


$      90

$________

Haircuts/Hair Care Cosmetics $    80


$      80

$________

Newspapers/Publications
$    20


$      20

$________

Other (e.g., pet)

$    20


$      20

$________

   Total Fixed Expenses
$ ____


$ ____

$________

Variable Monthly Expenses

Credit Card Bills

$  400 


$   700

$________

Other Loans


$  200


$   300

$________

Clothing/Shoes

$    80


$   120

$________

Gasoline


$    70


$   110

$________

Parking/Tolls

$    25


$     45

$________

Car Maintenance

$    20


$   200

$________

Postage


$    10


$     25

$________

Restaurants


$  100


$   125

$________

Entertainment

$    80 


$   210

$________

Charity


$    30


$     30

$________

Gifts


$    20


$     80

$________

Vacation


$      0


$ 1,000

$________

Tobacco/Beverages

$      0


$      80

$________

Medical/Dental/Prescriptions  $     30


$    200

$________

Eye Glasses/Contacts
$      0


$        0

$________

Home Cleaning Supplies
$    10


$      10

$________

Personal


$    20


$    200

$________

Other (Dividends not Saved)
$_____ 


$______
$________

Total Variable Expenses
$_____


$______
$________

Financial Summary
$_____________
$______________      $_____________

         Net Income - Fixed Expenses  - Variable Expenses  = Total Net Income    
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Part I.  Multiple Choice Review Questions
1. 
Inflation is a problem for the economy but will most likely benefit:
a. the government
b. borrowers
c. retired people
d. lenders
2. A risk premium associated with interest rates refers to:
a. expected lower inflation
b. higher earnings due to uncertainty
c. the opportunity cost of borrowing
d. lower consumer prices
3. The Fed is different from commercial banks and is referred to as:
a. spending by the federal government
b. the Federal Reserve System and is the bankers’ bank
c. government regulation of business
d. The Federal Deposit Insurance Corporation
4. The time value of money refers to:
a. changing economic demographic trends in our society
b. changes in interest rates
c. increases in the amount of money as a result of interest
d. financial decisions that require borrowing funds from a financial institution
5. 
What type of calculation would provide you with the value after 20 years of a savings account in which you deposited $100 and made no further deposits?
a. future value of a series of deposits
b. present value of a series of deposits
c. future value of a single amount
d. present value of a single amount
6. 
Which of the following is considered a long‑term financial strategy?
a. the purchase of life insurance to cover current needs of dependents
b. the renting of an apartment to save for the purchase of a home
c. the creation of a budget
d. the investment in a growth mutual funds to accumulate retirement funds
7. 
An example of a personnel and employment document is a:
a. Social Security card
b. budget
c. property tax bill
d. passbook
8. A personal balance sheet shows:
a. family financial goals
b. earnings on savings and investments
c. amounts budgeting for spending
d. items owned and amounts owed
9. 
Items of value less amounts owed to others equals:
a. budgeted expenses
b. total liabilities
c. net assets
d. net worth
10. 
Current liabilities differ from long‑term liabilities based on:
a. current economic conditions
b. the amount owed
c. the financial situation of the creditor
d. the ability to meet your short-term obligation when the debt is due
11.       Total earnings of a person less deductions for taxes and other item is called:
a. take‑home pay
b. net worth
c. gross pay
d. budgeted income
12.       Which of the following payments would be considered a variable expense?
a. a telephone bill
b. a mortgage payment
c. rent
d. a monthly parking fee
13.       Changes in the cost of living are:
a. not a factor when preparing a budget
b. constant from month to month
c. different in various geographic areas
d. the same for different locations
14.       The Scott family has a difficult time staying on a budget. In an effort to actually see what funds are available for various expenses, what type of budget would be the most appropriate?
a. a mental budget
b. a physical budget
c. a written budget
d. a computerized budget
15.      The storage of funds is the purpose of:
a. cash checking services
b. credit card services
c. borrowing services
d. savings services
16.       When interest rates are rising, a person would best be served by doing which of the following?
a. variable‑rate loans
b. short‑term loans
c. long‑term savings instruments
d. short‑term savings instruments
             17.      Which of the following have traditionally offered the greatest variety of financial services?
a. a commercial bank
b. a mutual savings bank
c. a credit union
d. an investment company
18.       What advantage do credit unions have over other financial institutions?
a. variable‑rate savings plans
b. flexible‑rate loans
c. interest‑bearing checking accounts
d. low‑cost personal loans
19.       Which of the following savings plan is not covered by federal deposit insurance?
a. a certificate of deposit
b. a money market account
c. a money market fund
d. a passbook account
20.       Savings compounded in which of the following ways would have the highest effective yield?
a. annually
b. Semiannually
c. monthly
d.  weekly
21.  
What type of account is designed for students and people who write only a few checks each month?
a. special or activity account
b. regular checking account
c. EFT account
d. a share draft account
22.       Debt capital is
a. money that has been allocated to retirement programs
b. money that does not have to be repaid
c. money obtained from lenders
d. money obtained from employee stock option programs
23.       Which of the following is not a true statement?
a. Finding a buyer for a piece of real estate can be difficult if loan money is scarce
b. There are many factors to consider before investing in real estate
c. Poor location can cause a piece of real estate property to go down in value
d. There is no reason to evaluate a real estate investment because real estate always increases in value sooner or later
24.        To calculate current yields, the annual income amount is divided by
a. total return
b. future return
c. market value
d. original value 
25.       A corporation whose stock is owned by relatively few people and is not traded openly in stock markets is called a(n)
a. preferred corporation
b. equity corporation
c. private corporation
d. public corporation
             26.  
When investors are optimistic about the overall economy and buy stocks, it is known as a(n)
a. book market
b. bull market
c. equity market
d. bear market
27.       A market for existing financial securities that are currently traded between investors is called the 
a. a primary market
b. a secondary market
c. a fundamental market
d. a technical market
28. A market where newly issued securities are currently traded between investors is called the 
a. primary market
b. secondary market
c. fundamental market
d. technical market
29.       Which of the following statement is correct?
a. Interest payments to bondholders are at the discretion of the company
b. Bonds are a form of debt capital
c. Bonds do not have to be repaid at maturity
d. Stock must be repaid at maturity
30.       If overall interest rates in the economy rise, a corporate bond with a fixed interest rate will generally
a. be returned to the corporation
b. remain unchanged
c. increase in value
d. decrease in value
31.       When a bond is selling for more then its face value, it is said to be selling at
a. prospectus value
b. conservative value
c. discount
d. premium
32.       The value of the mutual fund's portfolio minus the mutual fund's liabilities divided by the number of shares outstanding is called the                
a. accounting value
b. per share value
c. book value
d. net asset value
33. 
A mutual fund in which no sales charge is paid by the individual investor is called
a. a convertible fund
b. a no‑load fund
c. a closed‑end fund
d. an open‑end fund
34.       An individual who helps investors decide when to switch their investment from one fund to another fund is called a(n)
a. fund consultant
b. opportunity timer
c. financial planner
d. fund evaluator
35.      The process of finding present values is frequently called
a. Annualizing
b. Compounding
c. Discounting
d. Leasing
36.       When a loan is amortized over a five year term, the 
a. The rate of interest is reduced each year
b. Amount of interest paid is reduced each year
c. Payment is reduced each year
d. Balance is paid as a balloon payment in the fifth year
37.       Determine how much $1,000 deposited in a saving account paying 8 percent (compounded annually) will be worth after 5 years
a. $5,526
b. $   784
c. $1,400
d. $1,469
38.  
Nina wants to have $200,000 in an account in 20 years.  If her account earns 11 percent per annum over the accumulation period, how much must she save per year (end of year) to have the $200,000?
a. $25,116
b. $3,115
c. $10,000
d. $3,492
39.       Bank of America has agreed to loan you $10,000 at 11 percent for 5 years to purchase a car.  You are required to make equal, annual, end-of-year payments that include both principal and interest on the outstanding balance.  Determine the amount of these annual payments (to the nearest dollar)
a. $2,000
b. $3,100
c. $2,706
d. $1,100
40.        Renting is more advantageous than buying a home for
a. permanence of residence
b. long‑term investment purposes
c. lower short‑term living costs
d. receiving tax benefits    
41.       Renting would be most appropriate for people who
a. desire the financial benefits of increased equity
b. have limited funds currently available
c. want to reduce their taxes
d. have difficulty establishing credit
42.       Ownership of an individual housing unit in a building is commonly called
a. zoned housing
b. manufactured housing
c. modular housing
d. a condominium
43.       A common financial benefit of home ownership is
a. increased property value if in the right location
b. tax deductibility of the down payment
c. a low security deposit
d. amortization of the growth of equity
44.       Which of the following would increase the speed of equity growth for a homebuyer?
a. making larger deposits to the escrow account
b. making a down payment of 10% rather than 20%
c. obtaining a mortgage interest rate of 9.00% rather than 8.00%
d. obtaining a 15‑year mortgage rather than a 30‑year mortgage
45.       Which of the following is an example of a conventional mortgage?
a. a home equity loan
b. a fixed-rate mortgage
c. an FHA mortgage
d. a buy down
46.       Refinancing a mortgage is recommended when
a. two or more points are required by the lender at the time of closing
b. interest rates fall
c. interest rates rise
d. the escrow account balance declines
47. Which of the following is fully deductible under current U.S. income tax policy?
a.    
Mortgage interest.
b.   
Credit card interest
c.   
Roth IRA contribution.
d.  
A medical expense.







48. 
Which of the following is used by taxpayers to adjust taxable income?

a.    
Passive income

b.   
Child care expenses

c.   
IRA contributions.

d.
Commissions and bonuses.






49. 
An exemption refers to 

a.  
Taxable income.

b.
Deductible expenses.

c.  
A reduction from adjusted gross income

d. 
Amounts not subject to an IRS audit





50. 
An example of tax-exempt income is

a.
Gambling winnings.

b. 
Pension funds.

c. 
Rental income.
d. 
Interest from municipal bonds.





51. 
Which of the following will serve as a good tax shelter for investors?

a.
Tax deferred investments.

b. 
Purchasing municipal bonds if you are in the high income bracket.

c.
Purchasing and financing a home.
d. 
All of the above.







52. Coverage that pays for the current replacement cost of a stolen or damaged item is called:
a.       
Replacement value coverage.

b.  
Endorsement coverage.

c.  
Umbrella coverage.
d. 
Actual cash value coverage.






53. 
Driver classification includes information on a person’s______ and it is used to set auto insurance rates.

a.     
Type of automobile.

b.    
Place of residence

c.   
Driving habits.
d. 
Credit rating.








54. 
Which type of health insurance plan is administered by each state within broad federal requirements and guidelines? 
.a Medicare

b. 
Blue Cross

c.  
Medicaid

d.  
HMO & PPO








55. 
A settlement option that provides for payment of life insurance proceeds in equal periodic installments for a specified number of years after death is called

a.    
Lump-sum payment.
.b Limited installment payment.
.c Life income option.
.d Interest principle option.






56. 
Which one of the following insurance covers general catastrophes such as automobile, homeowners, and professional liabilities?

a.   
Professional liability insurance.

b.    
Property liability insurance.

c.   
Comprehensive liability insurance
d. 
Umbrella liability insurance.






57. 
Which one of the following health care providers have contracts with selected physicians to provide individuals with health care services for a fixed prepaid monthly premium?
a.   
Preferred Provider Organizations (PPOs).

b.   
Health Maintenance Organizations (HMOs).

c.    
Blue Cross and Blue Shield.
d.
All of the above.







58.
Alan Greene recently purchased MSFT contracts in the IEM Computer Industry Returns market to hedge a risk position.  If the price of the MSFT contract is increasing:

a. 
Alan Greene is “gaining”

b. 
Alan Greene is “losing”

c.   
Alan Greene is neither “gaining” nor “losing”.

d. 
None of the above.
Answers:
1.
B
2.
C
3.
B
4. 
C
5.
C
6.
D
7.
A
8.
D
9. 
D
10.
D
11.
A
12.
A

13.
C
14.
C
15.
D
16.
D
17.
A
18.
D
19.
C
20. 
D
21.
A
22. 
C
23.
D
24. 
C
25.
C
26.
B
27. 
B
28.
A
29.
B
30.
D

31.
D
32.
D
33. 
B
34.
C
35.
C
36.      
B

37.
D --- FV5 = PV0(FVIF.08,5) = 1,000 (1.469) = $1.469 or  PV0( 1 + .08 )5
38.      
B -- Future Value of an Annuity = PMT = AMT/FVIFA.11,20    = 200,000/64.203 =  $3,115
39.      
C --- Present Value of an Annuity = PMT = AMT/PVIFA.11,5   = 10,000/3.696 =  $2,706
40.    
C
41.
B.
42.
D
43.
A
44.
D
45. 
B    
46. 
B
47.
A
48.
C
49.
C
50.
D
51.
D

52.
A
53.
C
54.
C
55.
B
56.
D
57.
B

58.
A
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Part II.  Essay Questions
1.      
Explain how age, marital status, household size, employment status, and other personal factors affect financial planning.




 
2.    
What are some of the strategies that an individual can take to achieve financial independence?
3.        
Using the Time Value Of Money table (or manually), calculate (a) the present value of $500 received in 8 years with an interest rate of 8 percent; and, (b) the future value of $100 at 7 percent in 10 years?
4.   
Joshua Charles plans to buy a house for $60,000.  If that real estate property is expected to increase in value 5 percent each year, (a) what is the appropriate value seven years from now?  (b) If his income is $30,000 per year for a family of three, and prices increase by four percent a year for the next three years, what amount will the family need for living expenses?
5.    
Five years ago, the Honda Civic cost $12,000, which was the average cost of a small car, but today, the same car costs $15,000.  What is the rate of increase of small cars within five years?
6.     
What is the (a) value of a savings account started with $1,000 earning 6 percent (compounded annually) after 10 years? (b) Amount you would have, if you deposit $1,000 a year for 30 years at 8 percent (compounded annually)?
7.    
What is (a) the annual opportunity cost of a checking account that requires a minimum balance to avoid service charges?  (Assume an interest rate of 5 percent.)  (b) the annual cost of an interest bearing checking account paying 5 percent with a minimum balance of $500, an average monthly balance of $600; and monthly service charges of $15 for falling below the minimum balance, which happens three times a year (no interest earned in these months).
8.   
Economic analysts predict that a new class of borrowers may be at risk if economic growth suddenly slows-down.  Discuss the implications of this statement.  Why are consumers spending and borrowing more?

9. Ten years ago, Anne Jones purchased a home for $100,000.  Today, the home is worth $150,000.  Her remaining mortgage balance is $50,000.  Assume that Anne can borrow up to 80 percent of the market value, what is the maximum amount she can borrow? 
10.   
Ms. Linda Adam’s monthly gross income is $2,000.  Her employer withholds $400 in federal, state, and local income taxes and $160 in Social Security taxes per month.  Linda contributes $80 per month for her IRA.  Her monthly payments for VISA, Master Card, and Discover card are $35, $30, and $20, respectively.  Her monthly payment on an automobile loan is $285.  What is Linda’s debt payments- to-income ratio?  Is Linda living within her means?
11.       Brenda Charles is contemplating on buying or renting, using the data below determine if it is better for her to buy or rent?



Rental Costs



Buying Costs


Annual rent, $7,380


Annual mortgage payments, $9,800







($9,575 is interest)


Insurance, $145


Property taxes, $1,780


Security deposit, $650


Insurance/maintenance, $1,050

  






Down payment/closing costs, $4,500







Growth in equity, $225







Estimated annual appreciation, $1,700
12. 
After visiting several automobile dealerships, Jack White selects the car he wants.  He likes its $10,000 price, but financing through the dealer is no bargain.  He has $2,000 cash for a down payment, so he needs an $8,000 loan.  In shopping at several banks for an installment loan, he learns that the interest is quoted on most automobile loans at add-on rates.  That is, during the life of the loan, interest is paid on the full amount borrowed, although a portion of the principal has been paid back.  Jack borrows $8,000, for a period of four years, at an add-on interest rate of 11 percent.  (a) What is the total interest on Jack’s loan?  (b) What is the total cost of the car?  (c) What is the monthly payment? (d) What is the annual percentage rate (APR)?
13. 
Tammy Jackson purchased 100 shares of All-American Manufacturing Company stock at $29 ½ a share.  One year later, she sold the stock for $38 a share.  She paid her broker a $34 commission when she purchased the stock and a $42 commission when she sold it.  During the 12 months that she owned the stock, she received $184 in dividends.  Calculate Ms. Jackson’s total return on this investment.
14. 
(a)
How important is the investment objective as stated in the fund’s prospectus?
(b) What is a family of funds?  How are the funds related to shareholder exchanges?
15. 
Explain the meaning of the following terms: (a) bid, (b) ask, (c) limit order (d) stock index futures.  
16.
Stock price volatility comes primarily from two sources: firm-specific risks and market risks.  Explain.  How are firm-specific risks and market risks managed?
17. 
What characteristics distinguish the IEM from other futures markets?
18. 
List five markets currently trading on the IEM and rank them in order of their liquidity.  Justify your ranking scheme.
Answers
1.          A person’s needs, values, and goals are positively correlated with these demographic factors.  The dynamic nature (changes) of a person’s life means changes in financial goals, spending habits, and other financial activities, such as insurance.   
2.        
Financial planning strategies to achieve financial independence include, but not limited to:  developing a savings plan, investing in stocks and bonds, purchasing real estate for investment purposes, and various types of  investment with taxes in mind.
3.         PV = PMT/(1 + i)n   = 500/(1.08)8   = 500 x 0.54 = $270
FV = PMT(1 + i)n      = 100(1.07)10   = 100 x 1.967 = $196.70
4.         (a)
$60,000 x 1.407 = $84,420

(b) 
$30,000 x 1.12  = $33,600
5.         ($15,000 - $12,000)/$12,000 = .25 (25 percent)
6.         (a)
$1000 x 1.791 = $1791

(b) 
($1,000 x 113.28 (same as FVIFA.08,30 )  = $113,280
7.         (a)
$350 x .05 = $17.50 

(b) 
$600 x .05 = 30 x 9/12 = $22.50 less $45 service charge = $22.50 net cost
8.       Usually when the economy slows down, people may lose their jobs, large income growth could end, and the value of stock portfolios may decline making borrower high risk.  Consumers are spending and borrowing more because of the strong economy, high incomes, and bulging stock portfolios which may all disappear if an economic slow down occurs.
9.         Present value of Anne’s home = $150,000.  She can borrow up to 80 percent of the market value, or $120,000 (80 percent of $150,000).  She still owes $50,000 mortgage on her home.  Therefore, she can borrow an additional $70,000 ($120,000 - $50,000). 
10.       Linda’s Gross Income

=
$2,000

Less: Income taxes

=
  - 400

Less: Social Security tax
=  
  - 160

Less: IRA contribution

=
   -  80

Net take-home pay

=       
$1,360
Her monthly payments on VISA, Master Card, Discover Card, and a car loan add up to $370 per month.  Linda’s debt-payments-to-income ratio is 370 to 1,360, or 27.2 percent.  This ratio exceeds the recommended 20 percent figure.  Therefore, Linda is overextended.  Her maximum monthly loan and credit card payments should not be over $272 (20 percent of $1,360)
11. Assume an after-tax saving interest rate of 6 percent and a tax rate of 28 percent.


Rental Costs



Buying Costs


$7,380   Rent



 $9,800  Mortgage payments


  145   Insurance


   2,830  Taxes
39   Interest lost on 

  
  70 Interest lost on down                                                    security deposit                                 payment, closing cost                       $7,564  Total rental costs                             225   Growth in equity               
                            



                 1,700  Annual appreciation







   2,681   Tax savings for mortgage







               interest







      498   Tax savings for property








   taxes






             $7,796   Total buying costs

Brenda is better off renting since the rental cost is lower than buying cost.
12. (a)  
What is the total interest on Jack’s loan?

      
Cash price

= $10,000

     
Down payment

= $2,000

     
Amount of the loan
= $8,000

     
Length of the loan
= 4 years or 48 months

     
Quoted add-on interest
= 11 percent
Total interest: I=P x r x T  = $8,000 x .11 x 4 =$3,520
(b) What is the total cost of the car?

     Total cost = Down payment + total interest + principal 

      = $2,000 + $3,520 + $8,000 = $13,520
(c) What is the monthly payment?

     Monthly payment =$3,520 + $8,000 divided by 48 = $240
(d) What is the annual percentage rate (APR)?

     APR = ( 2 x N x I )/( P [N + 1] )


 = ( 2 x 12 x $3,520)/( $8,000 [48 + 1 ])= ( 84,480 )/(392,000) = 21.55 percent
13. Current Return = $184 in dividends over the past 12 months
Purchase Price = $29.50 x 100 shares + $34 commission = $2,984
Selling Price = $38 x 100 shares - $42 commission = $3,758
Capital Gain = $3,758 - $2,984 = $774
Total Return = $184 Current Return + $774 Capital Gain or $958.
14. (a) The managers of mutual funds tailor their investment portfolios to the investment objectives of their customers.  As such, investors must make sure that their objectives and a prospective mutual fund’s objectives match.  (b) A family of funds exists when one investment company manages a group of mutual funds.  Each fund within the family has a different financial objective.  Generally, investors may give instructions to switch from one fund to another within the same family. 
15.
A request to “buy” is called the “bid” price.  A request to “sell” is called the “asked” price. A limit order is the request to buy or sell a contract at a given price of better.  Limit orders are placed at prices different from the current price levels of the market. Stock index futures are contracts in which the underlying asset is a group of stocks included in one of the major stock prices indexes such as the S&P 500 Composite Price Index.
16. 
Firm-specific risks are those events that affect the firm as an individual business entity; whereas market risks are those events that affect every firm operating in an economy.  Firm-specific risks are managed by diversifying an investment portfolio, but this diversification cannot reduce the market risk.  Stock index futures are used to manage market risk.  Stock index futures are a claim on the value of the contract, and are sometimes referred to as cash settlement contracts.  Sellers of futures contracts make a profit when futures prices fall.  Many investors, therefore, hedge against volatility by hedging their investment portfolios with financial futures contracts.  
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http://www.calcbuilder.com/cgi-bin/calcs/SAV1.cgi/financenter. This interactive web-site provides product analysis for financial services, banking, lending, insurance, and employee benefits.  
http://www.chicagofed.org/consumerinformation/projectmoneysmart/
This web-site is sponsored by the Federal Reserve Bank of Chicago and includes a budget worksheet, the keys to managing money wisely, financial game planning, ways to make your money work harder, and the steps to making smart credit decisions.

http://www.federalreserve.gov/boarddocs/press/boardacts/2001/.  This document provides the press releases of the Board of Governors of the Federal Reserve System between 1996 and the present.

http://www.interest.com/calculators.  The mortgage calculator provides a computer-based, interactive way to determine mortgage eligibility, monthly payments, discount points, refinancing, and tax implications.

http://www.moneyadvisor.com/calc.  Provides a series of interactive calculators, including an auto loan and leasing calculator, loans and savings calculators, financial calculators, mortgage calculators, insurance calculators, college education calculators, and tax calculators.  

http://www.standardandpoors.com.  Provides the tools that one needs to make educated investment and credit decisions. Provides in-depth opinions and analyses on global equities, fixed-income credit ratings, risk management, and market developments.
http://www.valueline.com.  Provides daily updates on stocks, bonds, and mutual fund activity, stock quotes, news and charting of stocks, the day in review, market indexes, and data and analysis on financial markets.
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WORKSHOP EVALUATION FORM
Based on your observation, please rate the workshop using a scale of 1 (low) to 6 (high).  Place a check in the appropriate column.









    1             2           3           4          5         6      
	1. 
Overall, the module was a worthwhile use of my time.
	
	
	
	
	
	

	2.  
The focus of the material was appropriate for my needs.
	
	
	
	
	
	

	                      3.      I believe that the assignments will prove helpful.
	3.   
	3. 
	3. 
	3. 
	3. 
	

	4. 
The IEM exercises were suitable.
	4. 
	4. 
	4. 
	4. 
	4. 
	

	5. 
The objectives of the module were clearly stated.
	5. 
	5. 
	5. 
	5. 
	5. 
	

	6. 
The module was interesting and exciting.
	6. 
	6. 
	6. 
	6. 
	6. 
	

	7. 
I believe that this module will help me in my personal development. 
	7. 
	7. 
	7. 
	7. 
	7. 
	

	8. 
The module met my expectations.
	8. 
	8. 
	8. 
	8. 
	8. 
	

	9. 
I feel that the module addresses the need for further.
	9. 
	9. 
	9. 
	9. 
	9. 
	3. 


10.

Is there additional information that you would like to discuss?
11.
What topics should be expanded or added?  Reduced or Eliminated?
12.  
What did you like most about the module?  What do you like most about the IEM?
Please return this form to  or Fax: (302) 857-6956.
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