Dewey, Cheatham, and Howe

Attorneys Out Law

One Swindle Lane

Cleveland, OH 44111
This office has been appointed executor of the estate of your dearly beloved great aunt Hildegard.  If you were unaware of her passing on, we regret to be the ones to bear the bad news.  If you never even knew she existed, we are happy to bring you some good news.  Allow us to quote from her will:

… and give $10,000 to my great-niece – I don’t remember her name, but I’m sure you can find her – she’s an excellent student at Hathaway Brown.  But before she gets this money, I need to know that she has a plan for it (she always was a bit impetuous).  She must provide your office with a written plan for investing the money until she gets out of college.

Further instructions in the will lay out the details of your required investment plan:

· You must decide how important various factors are.  

· Security.  Do you want to be that you get your money back?  Or are you willing to risk losing some money for the possibility of higher returns?

· Rate of return.  How much money do you want to make?

· Other factors: do you want to invest (or avoid investing) in companies that do certain things?  For instance, you might want to invest in high-tech companies or avoid putting money in cigarette companies.

· You must have at least two different investments.  One of these should have a fixed rate of return (like a bank account or certificate of deposit) and the other should be a stock or mutual fund.  Your great-aunt was a steadfast believer in diversified portfolios.

· You must choose investments that meet your priorities.  For example, stocks offer a higher rate of return but less security than a bank.  Mutual funds generally are less volatile than individual stocks – they tend to make less money and lose less money.

· You must show some evidence that you examined several possibilities before making your decision, rather than just clipping the first bank ad you saw.

· Calculate the amount you expect to have when you graduate from college!

We have made arrangements with your mathematics teacher to deliver your proposed plan to our office.  Thank you for your cooperation, and have a nice day!

Hugh Louis Dewey, Esq.

More Information
You might choose these types of investments:

· Bank accounts.  Your money is very secure, earns a guaranteed interest rate, and you can get it out at any time.  Savings accounts generally pay more interest than checking accounts.

· Certificates of Deposit (CDs).  These are offered by banks and pay higher interest than regular accounts, but you have to keep the money in for a fixed period of time or you pay a substantial penalty.  Your money is very secure – federally guaranteed.

· Stocks.  These offer the greatest chance for gain, but there is no guarantee.  They can lose money, or even become worthless if the company goes out of business.  Hello, Enron.

· Mutual Funds.  These are generally a combination of stocks and bonds.  Because they hold a diversity of assets, they are less likely to either gain or lose as much money as individual stocks or bonds.

For each investment that does not have a fixed rate of return (stocks or mutual funds), you must calculate the amount you will have under three scenarios:

· Expected: Use the average rate of return for the last five years.

· Optimistic:  Use the highest one-year rate of return from the last five years.

· Pessimistic:  Use the lowest one-year rate of return from the last five years (this will probably be a loss).

What is Due When:

Project Data.  Due Date: Friday, April 4

· You should have a clear idea of your priorities.

· You should have chosen your investments.

· For each investment, bring in supporting data:

Bank Account
Name of bank, type of account, interest rate, how often compounded.  Bring in a newspaper ad or article, flyer, web page, or the name and phone number of the person you talked to at the bank.

A newspaper ad will list the APY, or annual percentage yield.  Bring in that number as well as the interest rate.

Certificate of Deposit (CD)
Same as bank account.  Length of CD, minimum deposit.  Bring in the newspaper ad, etc., same as for a bank account.

Stock or Mutual Fund
· The name of stock or mutual fund 

· A chart of the performance over the last 5 years [Get this from Yahoo!  http://finance.yahoo.com/ ].  

· The historical data for the last 5 years for your stock or mutual fund (click on Historical Prices, get a table of monthly prices for the past five years)

We will use these in class to make some progress on your project.

There will be time for work in class – come prepared every day!  

The Finished Report.  Due Date: Friday, April 11 

I will give you grading details on a separate sheet.

Hildegard’s Money

Grade Summary

The Task
Acceptable
Outstanding
Score

The Introduction
· Acknowledge Hildegard’s gift to you.

· Clearly state your priorities for the investment of this money.
· Extremely clear statement of priorities.
_____ out of 6

The Plan
· Matches the priorities you set in the introduction

· Notice!  If you don’t state your priorities first, you can’t get any credit for meeting them!
· Shows evidence that you considered several possible ways to meet your priorities. 

· Include additional pertinent information about the companies you chose to work with.
_____ out of 8

The Calculations
· The Bank: Calculate the final amount.
_____ out of 4


· The Stock: Calculate annual rates for each year.
_____ out of 8


· The Stock: Calculate average annual rate over last 5 years.
_____ out of 4


· The Stock: Make optimistic, pessimistic, and expected predictions for the amount you will have.
_____ out of 6


· The Totals:  Add up three grand totals (optimistic, pessimistic, and expected).
_____ out of 3

The Conclusion
· Give your grand totals.

· Thank your dear departed great aunt profusely.
· Wrap up very well.
_____ out of 5

The Presentation
· Well written, proofread for grammar and spelling errors.

· Easy-to-follow layout for your calculations.
· Very clear, nice tables or other summary format, clean layout.
_____ out of 10

The Documentation
· Include printouts of stock prices, evidence of bank interest rates, any other information that you referenced.
· 
_____ out of 4

Above and Beyond
· 
· Special Credit for going above and beyond with one or more aspects.
_____ out of 2

Grand Total


______ out of 60

In general, “Acceptable” work will earn about 75% of the possible points.































Disclaimer: The names “Dewey, Cheatham, and Howe” and “Hugh Louis Dewey” (a.k.a. Huey Louie Dewey) are shamelessly stolen from Tom and Ray Magliozzi, the perpetrators of Car Talk on National Public Radio and on the web at http://cartalk.cars.com/   


But that’s OK; they probably stole the names from someone else in the first place!








