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Real World Forays in the Introductory Finance Course

Alva Wright Butcher, University of Puget Sound

ABSTRACT
Most students enter the introductory finance class with a very limited experience with financial markets, financial terms, the financial press, or even an inkling of their own level of risk tolerance.  Some students actually dread the introductory finance class because of the quantitative nature of the topics. But for all students, interest and engagement is sparked by the use of real world data and experimental exercises in the classroom.  
This paper describes several exercises that I have used to engage students with theoretical concepts, to make them more comfortable with financial reporting, to reflect on their risk tolerance, and to make financial theory more real. Some of these exercises are very short and can be completed in five to ten minutes.  Others require about twenty to thirty minutes of class time, as students interpret and use data from the financial press.  The longest project is the stock project which runs over a six week period and involves data collection, spreadsheet applications, and oral and written reports.  Exhibits provide examples of the various exercises and projects.

INTRODUCTION
Several papers describe the benefits of engaging students with financial theory via the use of real world data.  Livingston (2005) expands a project in an undergraduate investments course to investigate current events.  Kalra and Weber (2004) develop a project for the first course in investments in which students use real data to analyze the performance of the common stock of a publicly traded company.  Erickson (1999) has students in the introductory finance course use real data to engage with such topics as risk and return.  In each of the above examples the experiential learning exercise is augmented by the use of technology.  The findings of King and Jennings (2004) suggest that student learning and satisfaction are significantly higher for courses that use lecture-based instruction in conjunction with a technology-based experimental exercise compared with traditional lecture-based instruction.
This paper describes several exercises that I have used to engage students with theoretical concepts, to make them more comfortable with financial reporting, to reflect on their risk tolerance, and to make financial theory more real.  Some of these exercises are very short and can be completed in five to ten minutes.  Others require about twenty to thirty minutes of class time, as students interpret and use data from the financial press.  The longest project is the stock project which runs over a six week period and involves data collection, spreadsheet applications, and oral and written reports.  Exhibits provide examples of the various exercises and projects.

TIME VALUE OF MONEY: AUCTION AND YOUR DREAM HOME
Auction
At the beginning of the first class on Time Value of Money I hold an auction.  I ask a student to be the auditor and to verify that I have put $0.50 in an envelope.  The envelope is sealed, and the auditor signs the front of the envelope.  The following is an example of the face of the envelope.

One week from today, the winner of the auction will receive this envelope which contains $0.50.
Signature of the Winner of the Auction	____________________________________
Amount Bid on the Auction 			____________________________________
Signature of the Auditor			____________________________________
Today’s Date					____________________________________

Then I open the auction up for bidding.  To keep the bidding active, the time allotted is very short.  Students frequently begin with very low bids, say five cents.  But as the bidding progresses they become more aggressive.  I have even had a student bid more than fifty cents.
One week later, I give the winner of the auction the envelope with the fifty cents.  I use the auction as a basis to discuss the periodic (one week) rate of return, and the implied effective annual rate of return (EAR), assuming that the auction could be replicated.  For example, suppose that the amount bid on the auction was forty-eight cents.  Then the one week return would be 4.17%.  This does not seem to be a big deal.  But it does become impressive with an EAR of 735%.
In the first class period, the exercise takes about three to five minutes.  In the second class period, discussion of periodic return and EAR takes about ten minutes.

Your Dream Home
I begin the exercise by asking students to envision their dream home after they have been working for a few years.  Since this is a virtual investment, they think big.  The average price is around $500,000.  We discuss that a down payment must be made – the days of zero down payment that led to the recession of 2008 are over.  Students are asked if they want a fixed or variable rate mortgage, and should it be a 15 or 30 year mortgage.  This leads to a discussion of current versus future interest rates, expected inflation, and the personal income tax deduction from mortgage interest.  We get current mortgage interest rates from the Wall Street Journal. The mortgage usually ends up being a thirty year fixed-rate mortgage.  Students perform the following calculations:
1. What is your monthly mortgage payment?
2. How much of the first mortgage payment goes towards interest, how much goes towards principal?
3. Suppose that you have a thirty year mortgage and that you have made ten years of mortgage payments.  All payments were made on time so there are no late fees.  After ten years of mortgage payments, what is the principal remaining on the loan?
The third question usually causes some consternation as they do not want to amortize the loan over ten years.  But it does allow me to make the point that the present value of the mortgage after ten years, or the principal remaining after ten years, is the present value of the remaining 240 monthly mortgage payments.  It also allows the students to reflect on the fact that as the mortgage matures, more of the monthly payment is applied to principal.
Students enjoy this exercise which covers such topics as calculation of an annuity payment, amortization of a loan, and the disturbing news of the remaining principal on the loan after years of making huge payments.  The exercise takes about twenty to thirty minutes depending on student questions.

WORKING WITH THE Wall Street Journal 
I use information from the Wall Street Journal in several class sessions to use real world data that is reported on bonds, stocks, and foreign exchange rates. 

Bonds and Interest Rate Information
Exhibit 1 provides an example of questions asked and information provided on bonds and interest rates.  Given bond data, students calculate the yield to maturity (YTM), use the relationship between the YTM and the coupon rate to explain why the bond is selling at a premium or discount, and discuss the relationship between the YTM and the bond price.
The financial information is used to discuss different types of interest rates, such as Federal Funds rate, the prime rate, and mortgage rates.  The question on the five-year CD often generates some blank stares, as they frequently first think in terms on compact disks.  We also discuss factors that impact interest rates such as risk, and time to maturity.
The exercise usually takes about forty-five minutes.  I have students work in teams of two and I walk around the room to answer questions as they arise.
See Exhibit 1

International Data
Exhibit 2 provides an example of questions asked and data provided to consider spot rates, forward rates, and cross exchange rates.  This exercise takes around fifteen minutes.
Again I have students work in teams of two and I walk around the room to answer questions as they arise.
See Exhibit 2

Data on Stocks 
Exhibit 3 provides an example of questions asked and data provided to read stock quotes, the impact of new information on trading volume and price (e.g. Valeant), stock splits (e.g. Berkshire Hathaway), and stock exchanges.  This exercise takes about forty-five minutes.  Students are very engaged with this material and ask a lot of questions.  Again I have students work in teams of two and I walk around the room to answer questions as they arise.
See Exhibit 3

RISK TOLERANCE SURVEY
Before introducing the concept of risk and return I ask each student to complete the risk tolerance survey.  It is interesting to observe that most students are very risk averse.  This is a good prelude into the concept of risk and return.  The exercise takes about fifteen to twenty minutes.  Exhibit 4 includes the risk tolerance survey.
See Exhibit 4

THE STOCK PROJECT
Students are placed in the role of an investment analyst.  Each student is provided with $25,000 of virtual money to invest in a stock.  Monies that are not invested are placed in a savings account.  They are encouraged to pick a company in which they have some interest.  This could be a firm that employs someone in their family, one in which they would like to own stock, one with products or services they admire or use often.  The firm must be publicly traded and in an identifiable industry.  Financial institutions, such as banks, are not allowed.  Each student must submit the names of three possible companies.  I assign companies to avoid duplication but in most cases I am able to allow students to invest in their first choice.  During the semester, I frequently report on the progress of the class investment portfolio. The portfolio is posted on http://finance.yahoo.com and there is always a buzz in the classroom as students compare the red ink on the various investments.
Over the semester this initial stock investment is the “key company.” A student must continue to hold at least one share of stock in this “key company” throughout the duration of the project.  Students also have the option to pursue a more active investment strategy.  That is, they may sell and/or purchase stocks at different times during the semester.  In order to encourage students to diversify without increasing the workload, the “key company” is used as a focus for the reports and analysis that are part of this project.
Investment Rationale 
In the first report, students are asked to explain the rationale behind their investment decision.  They must access financial sources to identify the exchange on which the stock trades and the closing price at which the investment will be made.  Students must also access current market information to evaluate the strengths and weaknesses of their firm.  Students are asked to utilize a variety of resources to evaluate their firm.  These would include such sources as the Wall Street Journal, Value Line, Business Week, and the Internet.   Only half of their sources can be from the Internet.
Any funds that are not invested will be placed in a savings account, where they will earn 2% per year, compounded daily.   At the end of the semester, students report the results of their investment portfolio plus any interest earned on the savings account.[footnoteRef:1]    [1:  Many students are very conservative in their investment and end up placing a large amount in savings.  ] 

Identification of a Market Index and Data Collection

Students are asked to identify a market index that most closely relates to their “key company.”  This introduces them to the notion of what is meant by a market index and the variety of market indexes that are available.  Then they obtain historical closing prices for their “key company” and their market index over a specified annual period.  
This historical data is used to calculate daily returns for their “key company” and daily returns for their market index.  The data is merged into one file.  As part of this process, spreadsheet skills are reinforced.[footnoteRef:2] [2:  This data collection is treated as a separate step in order to ensure that students have the data needed for the regression analysis later in the project.] 

Risk and Return
In part three of the project students utilize the historical daily returns to assess the riskiness of their “key company.”  They use the statistical functions in EXCEL to calculate the mean and standard deviation for their stock and for their market index.  They also prepare a graph that shows both the daily returns of the “key company” and the daily returns of the market index over the sample period.  This graph reinforces the value of diversification. They also use the historical daily returns for their “key company” and the historical daily returns for the market index to estimate beta.  This exercise provides a platform to review statistical concepts such as hypothesis testing and statistical significance.  Students use the t-statistic to test if the estimated beta is statistically significant. 
Students are asked to prepare a written report that summarizes their assessment of the riskiness of their “key company.”  They must also find a beta reported in financial sources and explain why the beta from their regression analysis might differ from the reported beta. This explanation is aimed at an individual who is not studying finance.  That is, they must avoid using technical jargon.  I have found that this process makes the Capital Asset Pricing Model much more “real” to students. 
Report on Virtual Profit or Loss
At the end of the semester, students report the results of their virtual investment.  This consists of a written report and an oral presentation.  As part of this report they are asked to re-evaluate their original investment strategy.  Many students do not choose to diversify and it is wonderful to see the “aha” moment as they reflect on the benefits of diversification.  For example, in a recent semester twenty-seven students invested in a single stock.  Of the eleven students who diversified, five had portfolios with two stocks, five had portfolios with three stocks, and one student had four stocks in the investment portfolio.  However, almost universally students reflect that in hindsight they would have diversified.
During the semester students complete a risk questionnaire.  For most students this is the first time that they have reflected on individual risk tolerance. Many students are very conservative in their investment and end up placing a large amount of their “virtual” $25,000 in savings.  At the end of the project students calculate the interest earned on savings and the effective annual return on the investment.  Many are stunned at the low dollar interest earned on savings. This not only reinforces the notion of effective returns, but I also find that it personalizes the notion of risk tolerance and risk and return.  
Students prepare a graph of the cumulative returns over the semester.   I ask them to see if they can point to “new information” that might explain some of the larger movements in the stock returns.  I have found that this “real life” application of the Efficient Market Hypothesis is very successful.  
In the end, the investment returns may be more than “virtual.”  The five most successful investors will earn bonus points.  The most profitable portfolio will earn 5 bonus points; the next will earn four bonus points, etc.

CONCLUSION
The real world exercises described above have worked well in the classroom.  Students enjoy using financial data.  The exercises provide a good foundation for discussion. 
Student interest and feedback on the stock project has been very positive.  Over the investment period they enjoy watching the performance of the class investment portfolio.  There is keen competition to have a profitable investment and earn the extra credit points.  In their final presentations they interject a refreshing sense of humor with such titles as “Bull and Bears Ball: Wait…what bull?”  “Was Best Buy the best buy?”  Their personal reflections that emphasize diversified portfolios in the future and their contemplation about risk tolerance demonstrate that this real world application actually does serve to make the financial theory more “real.”
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Working with the Wall Street Journal
International Finance Data
BUS 315

1. What is a spot rate?
The rate at which trades are conducted now. Usually completed in 2 - 3 business days

What is the spot rate for Japanese Yen per US$?
109.29 yen per S

2. If you wished to purchase500 Japanese Yen, how much would it cost in US$
$4.57

3. What is a forward rate? What is the 6 month forward rate for Japanese Yen per US$?

Rate at which foreign currency will be exchanged at some point in the future at the forward price
quoted today

4. Based on the 6 month forward rate for Japanese Yen, do you think that the FX market expects
the Japanese to grow stronger or weaker relative to the USD?

In 6 months your $ will purchase fewer Yen. l.e. Yen is expected to grow stronger relative to the $

5. Cross FX rate
What is the spot rate for Japanese Yen per Euro?

138.62 Yen per Euro

6. Most currencies are quoted in European terms, that is, in terms of the number of the foreign
currency per USD. What is the European quote for the Swiss Franc?

.9514 SF per S

7. The British Pound is usually quoted in American terms, that is the number of USD per British
Pound. What is the American spot rate for the British pound?

$1.6246 per pound
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Working with the Wall Street Journal
Edition March 22, 2016
Principles of Finance: BUS 315
Professor Alva Butcher

Article : Starwood Takes Sweetened Offer
What are the terms of the sweetened offer?
What was Marriott’s initial offer?
What was the offer from Anbang?
Why is Marriott interested in Starwood?
Why is Anbang interested in Starwood?
How do you think that this takeover attempt will impact the stock price of
Starwood, Marriott, other hotel firms? Why?
Article: Embattled Valeant will Replace its CEO
a. What are some of the key issues behind the drop in the price of Valeant’s
stock?
b. Do you think that replacing the CEO and perhaps the CFO will strengthen the
stock price of Valeant? Why or why not?
¢. By how much has Valeant’s stock price fallen?
d. Does this seem to be consistent with the impact on reported earnings per
share?
Find Berkshire Hathaway on the stock table.
a. What was the closing price per share?
b. What was the previous close?

N

Find Valeant Pharmaceuticals on the stock table.
a. Why is it in bold?
b. Why is it underlined?
c.  What was the previous close?

Find Starwood Hotels on the stock table.
a.  What was the closing price per share?
b. What was the previous close?
c.  Why is it underlined?

Find Marriott International on the stock table?
a. Did its stock price drop or rise?
b.  Why do you think this might be the case?

On which stock exchange are firms such as Apple, Microsoft,
Amazon listed?

Your text notes the following:
Traditionally, shares of stock in smaller companies were listed on the NASDA O, and there
was a tendency for companies to move from the NASDAQ to the NYSE once they were large

enough.

How would you interpret this?
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Valeant Loses Its Fan Club
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E&mpy Market Reminds Investors to Assess Their

Risk Advisor

Do you know your risk tolerance? This short Questionnaire can help you gain a better unde

_ Risk Tolerance

Answer the questions, tally the results and match the score to the Suitable Investments*,

i Choose the statement that best describes your interests In
an Investment program. =
) A My primary aim is to achieve high long-term retum in the *
. value of my portfolio, even If that means accepting some
significant short-term swings in values.
B My primary interest Is in stable growth in the value of my . .
portfolio, even if that means somewhat lower retums over
time, .
| attach equal value to maximizing long-term retums and

[~}
minimizing fluctuations in value.

How Important are the followlng factors when you decide
to purchase a stock or mutual fund?
. VERY' _ SOMEWHAT ; NOT AT ALL
. IMPORTANT ; IMPORTANT ; WPORTANT.
a) Short-term potential for the
price to appreciate.
b) Long-term potential for the
price to appreciate.
c) Ifa stock, the palént{al that
- the company will be bought
or taken over.
d) Gain or loss in the price over
the past six months.

€) Gain or loss In the price over
the past five years. Yy
f) Stock was recommended by
a friend or coworker.
£) Risk that the price could drop.

h) Potential that the investment

will pay dividends.
Sa) Would you put $5,000 of your assets Into an Invest-
ment where you have a 70% chance of doubling your

money (to $10,000) and a 30% chance of losing the
entire $5,000?

No

Yes

b) How about an 80% chance of doubling to $10,000 and
a 20% chance of losing the entire $5,0007

No

Yes

c) How about 2 60% chance of doubling to $10,000 and &
.40% chance of losing the entire $5,0007

I Yes No
Suppose you have a cholce between two mutual funds,

both of which are broadly diversified Into 6 asset classes
(e.g., stocks, bonds, real estate, etc.). The charts below
show the changes In value over the past 12 months for

the assets In each portfolio. Which portfolio of assets do

you prefer to Invest In?

B One-Year Returns for Assets

A One-Year Retums for Assets
In Portfolio 8 ,

in Portfolio A

Assume that you have made an Investment that has

5 dropped In value by $2,000 and you find yourself faced

with the following cholce (please circle only one optlon):

A Sell and take the immediate $2,000 loss. (@ 100% chance

of loss),
B Hold on to it with a 50% chance of recouping the $2,000
and a 50% chance of losing an additional $2,000.

€ No preference.

6 Assume that you have recently Invested $10,0001n a

7

stock and that the value of this stock has dropped 15% In
value In one week. You can discover no reason for this de-
cline, and the broader market has not dipped accordingly.
Which of the following actions would you be most likely to

take? (clrcle one answer only):

A Buy more

B Sell all your holdings in the fund immediately and put the
money into a less volatile investment.

€ Sell half of your holdings in the fund immediately and put
the money elsewhere, . i

D Wait for the price to recover and then sell alt your holdings -
inthe fund. 5 & :

E Do nothing (occasional dips in price are to be expected).

The following charts show quarterly performance of two

equity mutual funds over the past two years. Which do

you prefer to invest In? .

A Funda Quartedy Retums B Fund B Quaiterly Retums

30% o

2

10 ;
0

-10

Calendar quarters Calendar quarters

As an Investor In stock and bond markets, how would you
rate your degree of experlence relative to other individual

Investors? (Please clrcle one):

A Extremely experienced

B More than average experience

C Average experience

D Less than average experience
+ E Liitle 0or no experience

rstandingof your tolerance for market vicissitudes,
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Do-It-Yourself Crowd
Has Quizzes to Rate

Courage on Fimances,
/ 14, 2cc CZ1

By JEFF D. OPDYKE
Staff Repor zerof THE WaLL STREET JOURNAL

Risk.

For mamyinvestors, it's a word that has
all but disappeared from the lexicon.
Throughout much of the 1990s, stocks
mostly wentup. And even when they went
down, mamy investors saw the slump as
just anoth.er buying opportunity because
stocks soom would go up again.

But the bumpy ride of the past six
fnonths finally has woken investors up to
the fact that, with stocks more volatile
these days than anytime in history, risk is
playing an increasingly significant role in
their lives.

Did youl oot the Nasdaq Composite In-
dex higher when it bested 5000 earlier this
year, but secretly fear for your over-
bloated technology shares? Did you panic
when the INasdaq subsequently plummetea
* jn March and April, then Kick yourself for
ot investing more when the market re-
bounded days later?

These dueling visions of fear and greed
reflect the fact that many of today’s do-it-
yourself investors haven't assessed their
own tolerance for risk, captivated instead
by the lure of what seems to be easy, al-
most riskless, riches.

The current, and ofter myopic, quest
for market wealth has spawned ‘‘a willing-
ness to take risks that [average investors]
haven't had in the past,” says Robert J.
Shiller, an economics professor at Yale
University and author of a new market
tome, “Irrational Exuberance.” In the
process, he says, “investors haven't
stopped to think about what riskisatall.”
Until the recent market drop, “‘people
had no clue what [risk] is about,” agrees
Joanna Bickel, a project manager at TIAA-
CREF, the big New York provider of retire-
ment services, which is working to bring
more sophisticated risk—assessment tool
to its Web site later this year so that its in-
vestors can better gauge their own risk

profile. .
Scoring
1-A.15,B.0; C. 7

FOR EACH QUESTION:
2a)-A.0;B.1; C.2

There once was a time when risk assess*
ment was the duty of stockbrokers or finan-
cial planners, who questioned clients to
gauge their comfort level for volatility and
potential losses: But with the explosion of
online trading, investors have taken control
of their own finances. In the process, they
have cast aside the mental due diligence
that ultimately determines whether they're
sleepless in Cisco or bored by Boeing.

It's an age-old quest for balance. In-
vestors who structure their portfolios so
that they are comfortable with both the re-
wards and risks are the ones who sleep best

when market downdrafts keep others
awake at night. Moreover, they aren’t the
ones berating themselves for missing out
on big gains when the market rebounds.

. To help investors determine the leve] of
risk they're most comfortable with, here’s
a stalistically based risk-tolerance quiz
constructed with the help of Investment
Technologies Inc., a New York firm that

provides investment tools and risk-assess- .

ment instruments to financial institutions
such as banks and investment firms.
Financial companies increasingly rely

on risk quizzes similar to this one, though
often far more detailed, to better assess &
lient's true tolerance for market vicissi-
tudes. As investors continue to take on in-
creasing responsibility for their own
money—through online trading or in self-
managed 401(k) and IRA retirement ac-
counts—"the issué of how individual in-
vestors make investment decisions is be-
coming a huge issue,” says Brian Rom,
presjdent of Investment Technologies.

All manner of risk-assessment ouizzes
are available. Some are posted on financial
Web sites, others are available from finan-
cial planners and investment companies.
Some are relatively simple and are de-
signed tomatch an investor with particular
mutua) funds or annuities.

The more sophisticated quizzes are
based on statistical research that quanti-
fies the psychological behavior of people
and their money habits. Such **behavioral
finance” studies have determined that
many people typically aren't rational but
are irrational when it comes to money and

risk. :

For example, research has shown that
most people fear loss more than they value
comparable gain. Offer someone a sure $30
or, on the flip of a coin, the possibility of

winning $100 or winning nothing, and
chances are they'll pocket the sure thing.
Conversely, penalize them $§50 to start,
then offer a flip of a coin to lose $100 or lose
nothing, and they’ll invariably take the

. coin toss. Both scenarios are statistically

equivalent, yet people tend to view “the
possibility of recouping a loss as more im-
pm_’tant than the possibility of greater
gain,"” even though the coin flip could
mean an even greater loss, says James
Corter, associate professor of statistics
and education at New York's Columbia
University.

The accompanying quiz is based on re-
search done by Mr. Corter. At just eight
questions, it is short, but it is backed by
empirical studies and “'has adequate relia-
bility and validity," says Mr. Corter.

The quiz is designed to reveal where an
individual falls along the risk spectrum. It
is accompanied by a chart detailing where
a variety of stock and bond investments,
based on historical performance and
volatility, fall along the risk spectrum, to
give quiz takers an idea of the class of in-
vestments most likely to match an in-
vestor's temperament.

Certainly, no risk quiz can -tell you
everything about your financial courage,
and your score here doesn't mean that if
you fall into a more conservative category
that you can’t stomach a little exposure to
volatile tech stocks. ‘‘But if you answerthe
questions candidly,” says Ms. Bickel at
TIAA-CREF, “and don't worry about
whether you come out conservative or a
swinger, you'll have” an accurate por-
trayal of your risk level that you can use
when building your portfolio.

FOR EACH QUESTION: 4-A 10; B.O 7-A.10; B.O
2f) through 2h) . .
AC:B.1; C.2 5-A.0; B.10; C. 10 8- A, 20; B. 15; C.10;
D.5 E.O

FOR EACH QUESTION:

6-A. 15 B.0; C.5;

2b) through 2e) B el
. B.1: C. a) throu c . 0; E. 10
A:2i B: 1 €0 Yes. 5; No. 0
SCORE ’
IN POINTS SUITABLE INVESTHENTS *

o-11

Avoid Risk! Open 2 money-market account - or buy a bigger mattress.

12-33

Gentlemen (and ladies) prefer bonds, and are most at home with high-grade corporate and government bonds of an Intermediate duration.

34-55

You're still a bond buyer. But you're willing to live a bit closer to the edge with interest-only U.S. Treasury STRIPS.

56-77

Mix it up. Convertible bonds and stocks are to your liking. But safer utilities and large blue chips are as risky as you go.

78-99

Real-estate investment trusts fit too.
Stock up on stocks. Al the low-end, you re comfortable with larger value stocks; at the high end, riskier midcap and growth stocks work.

10N+

Viva a5 Varas. babv! Place vour bets on 'Net stocks and new-tech Issues. Risks are high, but so are the payoffs.
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Exhibit 1

Bond and Interest Rate Information in the Wall Street Journal
BUS 315
Professor Alva Butcher

1. Look under High-Yield issues with the biggest price increases
Consider the bond for Carrizo Oil and Gas.

a. Whatis the current price?

b. What was the price yesterday?

c. This bond has approximately 4.5 years to maturity. Assume that coupons are paid
semiannually. What is the semi-annual coupon payment?(Note that the coupon rate is
listed in the table)

d. Estimate the YTM

Is this bond selling at a premium or a discount? Explain why.

f. Did the bond price increase or decrease from the previous day? Did the YTM increase or
decrease from yesterday?

2. Note the following Consumer Rates and Returns to Investor

What is the Federal-funds target rate?
Who sets the Federal-funds rate target?
When did the Federal-funds target rate increase? By how much?
What is the prime rate?
What is a five-year CD?
Is the 30-year fixed mortgage rate increasing or decreasing?
How would you explain the relationship between the 30 year and 15 year fixed
mortgage rates?
3. Examine the information under Corporate Borrowing Rates and Yields.
What is the yield on the DJ Corporate?
What is the yield on the 10-yr Treasury?
How would you explain the difference in the yields of the DJ Corporate and 10-yr
Treasury?
4. Examine the graph under Forex Race
Over the last few months has the dollar strengthened or weakened relative to the Euro?

o




