Stock Basics

Vocabulary:

1. 
Inexpensive ____________________ stocks often sell for less than $5 a share.

2. 
Stocks that pay high dividends over time are called _______________________stocks.

3. 
A(n) __________________ stock is one that remains stable during an economic decline.

4. 
Companies that reinvest profits, rather than pay dividends, are called ________________ stocks.

5. 
When a company is profitable, the stockholders often receive a distribution of money 

called a _____________________.

Problem Solving:

Computing a Stock’s Return

   Current Price + Dividend__       - 1 * 100 = Return on Investment
Purchase Price + Commission

Ex.  (100 shares x $22)  + (100 x $1)_     $2,200 + $100      - 1 * 100 = 13.3%
        (100 shares x $20) +$30

        $2,000 + $30

Computing a Dividend Payment

Number of Share Owned * Declared Dividend Per Share = Dividend Payment

Ex. 1000 shares * $0.47 = $470

6. 
Jenny purchased 300 shares of BigTV Company for $35 a share and paid a commission to her broker of $100. The current price of BigTV stock is $42 per share. Last year, Jenny received a dividend of $2 per share. Calculate the one-year return on Jenny’s BigTV stock.

7. 
Joe purchased 400 shares of Huron Bank Corp. for $27 a share and paid a commission to his broker of $125. The current price of Huron Bank Corp. stock is $28 per share. Last year, Joe received a dividend of $0.50 per share. Calculate the one-year return on Joe’s Huron Bank Corp stock.

8. 
Mike purchase 200 shares of Big Mortgage Co. for $20 a share and paid a commission to his broker of $75. The current price of Big Mortgage Co. is $12 per share. Last year, Mike did not receive a dividend from Big Mortgage Co. Calculate the one-year return on Mike’s Big Mortgage Co. stock.

9. 
Mary has 5,350 shares of Motor Company stock. This year, the Motor Company is paying an annual dividend of $1.80 per share. How much will Mary’s dividend check be for?
