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The Interview
Students will invite one or more investment professionals to the class, or will visit a brokerage or financial planner’s office for the interview. 

Deliverables for the Interview Process:

· Invitation:  Students can write letters to one or more investment professionals for permission to interview them to learn more about the role of investment professionals.  Students should seek advice on careers, assessing a client’s investing style, investment strategies, stock research, portfolio management, ethics, etc.  They will collect materials from the broker that might be helpful in their studies.
· Prepare for Interview:  Teams (or class) should develop sets of questions to ask before the interview takes place.
· Interview:  You can assess student’s interviewing skills as they conduct the interview.

· Summary Report:   Each team should summarize the information they gained from the interview.

· Thank You Letter:  Each student (team) should write a thank you letter to the professional.

· Invite Back:  You may want to invite the professional back for the final presentations (See Handout 4.  PowerPoint Presentations).
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The role-play activity will involve students assuming the role of an investment professional.  They will be “interviewing” a client to assess his/her risk tolerance.  Knowing the risk tolerance of the client will guide them in developing an appropriate portfolio for their client. 

Deliverables for Role-Play Activity:

· Find a client:  Find a parent, teacher, or business person willing to be the “client” or the teacher (or students) can develop fictitious client profiles for the project.  One team member can assume the role of “client” for this activity. (see sample profile below)
· [image: image3.wmf]Assess client:  Using a risk assessment tool, find the risk tolerance of the client. A risk assessment tool is a set of questions that an investment professional will ask a client to help make decisions on the types of investments, stocks, etc. to recommend for their portfolio.  Are they a Conservative investor? Moderate? Aggressive? Or Contrarian?  Research the Internet to find “risk assessment” quizzes, or use one provided by a broker. Learn more about risk assessment in the Lesson Planning section of the Teacher Resource Center.

· Journal Writing:  Have students journal this activity, to see that they understand about risk tolerance, types of investors, and meeting client’s needs.

Sample of fictitious “Client Profile”

James Shepherd is a 26 year-old rising star in Hollywood – starring in the “Young and the Hopeless” – a daytime drama for the last 4 years. He has recently been offered the leading role in a made-for-TV movie, “Home at Last”.  James is an only child—the son of a police officer, from a small town in Louisiana.  He moved to Hollywood when he was 19 – with nothing more than the shirt on his back.

James has received a sign-on bonus of $125,000 for this movie role and has decided rather than investing in real-estate, as his father has suggested, he wants to invest in the stock market.  James lives comfortably and likes his plush apartment in the Hollywood Hills, where he parties with his many friends.  James’ manager has suggested that he contact you to help him with his investments.  
Risk Assessment Quiz

Risk tolerance is a measure of your willingness to accept investment risk in exchange for higher potential returns.  Ri[image: image4.wmf]sk is the uncertainty of earning your investment returns and is measured by the volatility of your investment returns. Your Risk Assessment Form will determine if you are an aggressive investor (willing to accept the risk of losing some of your capital in exchange for earning higher returns), or a conservative investor (less willing to accept risk, even for higher potential returns.)    

1.  What is your age?


___ 18-29



___ 30-50



___ 51-64



___ 65 or older

2.  Which investment objective is most important to you?



___ preserve my original investment



___ receive some growth and provide income



___ grow faster than inflation, but still provide some income.



___ grow as fast as possible, Income is not important today.

3.  When do you plan to begin taking withdrawals from your investment account:



___ more than 20 years



___ 10-19 years



___ 5-9 years



___ 4 years or less

4.  When you think of the word “risk”, what comes to mind?



____loss



____uncertainty



____opportunity



____thrill

5.  The degree to which the value of an investment moves up and down is called volatility (risk).  More volatile investments generally offer greater growth potential in the long term than less volatile investments, but they may produce greater losses.  With how much risk are you comfortable?



___ as little as possible.  

___ some. I am willing to accept occasional losses in value as long as my investments have some potential for growth over time.

___ Moderate.  I am willing to take moderate risk as long as my investments have a greater potential for growth over time.

___ A considerable amount.  I am willing to take substantial risk in to gain higher returns on my investments.

6.  I expect my future income to 



___ decrease



___ remain the same or grow slowly



___ grow faster than the rate of inflation



___ grow quickly

7.  I have emergency savings:



___ no



___ very little



___ Yes, but less than I’d like to have.



___ Yes, 6 months or more of my salary.

8.  You’ve just won a big prize on a TV game show!  Which would you take?



____$2,000 in cash



____a 50% chance to win $5,000



____a 25% chance to win $15,000



____a 5% chance to win $100,000

9.  A good investment opportunity just came along.  But you have to borrow money to get in.  Would you take out a loan?



____definitely not



____perhaps



____Yes

10.  I understand the value of my investments will fluctuate over time depending on the amount of risk I am willing to take.  However, the approximate loss in any one year period that I would be prepared to accept is:



____minimal loss



____5-10% loss



____10-15% loss



____15-20% loss



____20% or more loss
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Overview

Everybody has a personal style. Some people are extroverts, others introverts. Some people are restrained, while others are flamboyant. The same is true in investing. Investors have their own investing styles: some are risk takers by nature, willing to gamble large amounts of money on highly speculative investments. Others prefer the safety and security of cash in the bank (or under the mattress) even if it means that the actual buying power of their money is slowly dwindling because of inflation.
Most people fall somewhere in between these extremes, and are willing to assume some risk, with the expectation that they’ll be rewarded with higher returns. The amount of risk you’re willing to take is your investing style.
Finding your style
Your investing style stems from a variety of things: your age, personality, personal experience, and financial circumstances to name a few. For instance, if you’re approaching retirement, have many financial responsibilities, or you’ve lived through major recession, chances are you may be a more risk-averse, or conservative, investor.
On the other hand, if you’re young, earning a high income, have few financial responsibilities, and have seen little in the way of economic hardship, you might be inclined to take more risk.
While there are as many investing styles as there are investors, most people fall more or less into one of four broad categories: conservative, moderate, aggressive, and contrarian.

Conservative investors

Generally, conservative investors feel that safeguarding what they have is their top priority. These investors want to avoid risk — particularly the risk of losing any principal (their original investment)— even if that means they’ll have to settle for very modest returns.
Conservative investors allocate most of their portfolios to bonds, such as Treasury notes or high-rated municipal bonds, and cash equivalents, such as CDs and money market accounts. They’re generally reluctant to invest in stocks, which may lose value, especially over the short term. When conservative investors do venture into stocks they‘re often inclined to choose blue chips or other large-cap stocks with well-known brands because they tend to change value more slowly than other types of stock and often pay dividend income. 

Moderate investors

Moderate investors want to increase the value of their portfolios while protecting their assets from the risk of major losses.
For example, a moderate investor might use an allocation model that has 60% in stock, 30% in bonds, and 10% in cash equivalents. While they will tend to favor blue chip and other large-cap stocks, they may be willing to invest a modest portion of their principal in higher risk securities — such as international stock, small-caps, and volatile sector funds — in order to increase their potential for higher returns.
If you’re not a risk taker by nature, a moderate investing style may be suitable in any circumstance or financial situation.
 Aggressive investors

Aggressive investors concentrate on investments that have the potential for significant growth. They are willing to take the risk of losing some of their principal, with the expectation that they will realize greater returns.
Aggressive investors might allocate from 75 to 95% of their portfolios to individual stocks and stock mutual funds. While large- and small-cap stocks and funds may make up the core of their portfolios, many aggressive investors will have significant holdings in more speculative stocks and funds, such as emerging market and sector mutual funds.
Since aggressive investors focus on growth, they are usually less inclined to hold income-producing securities, such as bonds.
An aggressive investing style is definitely not for the faint of heart. It’s best suited for investors with a long-term investing horizon of 15 years or more, who are willing to make a long-term commitment to the stocks they buy. But history has shown that an aggressive investing approach, combined with a well diversified portfolio, and the patience to stick to a long-term buy-and-hold investing strategy through inevitable market downturns, can be the most profitable in the long run.

Contrarian investors

Contrarians are the naysayers of the investing world, always questioning conventional wisdom. Contrarians buy investments that are out of favor with other investors or with the market in general, and conversely avoid investments that are currently popular.
While this approach sounds out of step, there is method to the contrarian’s madness: The contrarian’s philosophy is that stock that is currently undervalued by the market may be poised for a rebound.
For this approach to work, you have to be willing to hold on even if things get worse before they get better, or if a stock takes a long time to make a comeback. Because it’s riskier than other types of investing styles, and because it takes experience and thorough research to identify undervalued companies, most experts advise applying a contrarian style to only a small portion of your portfolio.
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Develop a Client’s Portfolio
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Register in Stock Market Game: Enroll class in the Stock Market Game™ Program.  Using your teacher ID/password, access the Teacher Resource Center and find lessons in Learning Resource Center, resources in the Lesson Planning section, and the Reading Portfolios section to guide students in portfolio development.
Teach students about

types of securities and stock classifications

industries/sectors 

asset allocation

diversification
(Suggested) Deliverables for Client’s Portfolio: (Teams can keep this info in their folders).

· Research data (company profiles, stock data, news reports, analyst recommendations, industry reports, economic reports, etc.)

· Persuasive writing – Each team member can write a short essay “persuading” other team members to invest in a stock they’ve selected.
· Portfolio reports – print out weekly 

· Create spreadsheets and charts of portfolio performance
· Journaling – 
· Reflect on the team interaction and decision-making process
· Evaluate stock performance 
· Pie chart – reflecting diversification of portfolio
· Written recommendation of investment plan to client

Handout 4

Who Wants to Be An SMG Broker?

PowerPoint Portfolio Presentation

Using deliverables from the first 3 parts of this project, have students create a PowerPoint presentation of their client’s portfolio.  Invite the “client”, another class, or investment professionals you interviewed to be a part of the audience.  Allow the professionals to critique the presentations.  

Deliverables for the PowerPoint Portfolio Presentation:

· Profile and assessment of client

· Charts of stocks in portfolio (reflecting diversification)

· Charts/spreadsheets reflecting portfolio peaks, valleys, current status

· Sample portfolio pages

· Reflections – why stock has done well or not

· Projections – how portfolio will perform in 1 year (or 10 years)

· Future investment strategy recommendations
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