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Area/Skill



Cognitive Skill



Lesson No.

Social Studies



Comprehension / Analysis

Activity Title

Introduction to Common Stock

Goal/Objective

The student will be able to identify and distinguish the different aspects of common stock and accurately answer seven out of ten assessment questions.

Material/Text/Handouts Needed

1.  Overhead transparencies:  (a) Common stock; (b) Student activity sheet; (c) Evaluation instrument; (d) Evaluation answer key

2.  Handouts:  (a) Student activity sheet; (b) Evaluation instrument

LESSON OUTLINE

Introduction

The stock market is an important part of our society.  The foundation of the stock market is built upon common stock.  Therefore, individuals need to become knowledgeable of common stock in order to understand stock market investing.

Activity

The teacher will briefly discuss and define different aspects of common stock.  Then the teacher will provide students with matching-terms activity handouts.  Students will individually complete this handout identifying different aspects of common stock.
Debriefing/Evaluation Activity

After the students complete the handout, the teacher and students will discuss additional aspects of common stock.  When the discussion has concluded, students will be individually assessed by administration of a ten-item True—False test.
Real Life Connection

The teacher will provide students with information on several companies with which they are familiar such as McDonald’s and Wal-Mart.  Information will be presented from the financial section of the newspaper and from the Yahoo.com/finance website.  Students will find out how to look up the stock symbol for a company and how to use this symbol to obtain further information about the company’s stock.
Extension Activity

Students will pick at least one company in which they are interested, find the stock symbol, and chart the price of the stock on graph paper for a week.  The students will present information about their stock to the class for discussion.
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Activity Title

Introduction to Common Stock

TEACHER’S SCRIPT

Introduction

Say:  How many of you know someone who works for a very large company or a corporation?  Name some of them.  [Pause for answers.]  There is a good chance that some of these large companies issue shares of stock in their company.  A share of stock represents part ownership in that company.  The stock market is an important part of our society.  The foundation of the stock market is built upon common stock.  We need to become knowledgeable about common stock to understand stock market investing.  [The teacher briefly discusses different aspects of common stock.]

Main Activity

[The teacher provides students with a handout consisting of terms to match.]  Say:  On your student activity sheet handout, match the terms and definitions that belong together.  After you have finished, we will discuss the answers together.

Debriefing/Evaluation Activity

[The teacher displays the handout on an overhead transparency and leads the discussion about this information.  All students have a chance to respond, check their answers, and ask any questions they may have about the material presented.  After the discussion has concluded, the teacher will assess the lesson by means of a ten-item True—False test given to all students.  Students must score seven out of ten to indicate mastery of the material.]  Say:  Write your name on your test paper, then complete the True—False test.  After everyone has finished, we will grade the test papers in class and discuss the answers.  [After grading the papers and discussing the answers, the students hand in their test papers to the teacher to document their understanding of the lesson.]

COMMON STOCK
Corporations may issue stocks and bonds in order to raise capital (money).  Only common stocks are issued in an initial public offering (IPO), never bonds.  Common stock represents ownership of the corporation, and the people who buy stock are the stockholders.  Bonds are evidence of corporate debt, and people who buy bonds loan money to the corporation.  A corporation’s charter specifies the number of shares of common stock that may be issued.  This is the authorized common stock.
NEW Corporation 
--- 10 million shares

→  Authorized by charter

Usually a corporation sells only a part of the authorized common stock to the public in its IPO.

The shares of stock issued and sold are called the issued stock.

NEW Corporation
--- 4 million shares sold
→  IPO

The remaining common stock is authorized but not issued.  The common stock held by the public is the outstanding stock.

NEW Corporation
--- 10-4 = 6 million shares
→ Authorized but unissued.

When a corporation needs to raise additional capital for growth, it may sell bonds or more common stock from the authorized but unissued by having a secondary offering.  Total number of shares sold can never exceed the total shares authorized by charter.

Occasionally, when a corporation is quite profitable, it may begin paying part of its earnings back to the shareholders (owners) as a dividend on the common stock.  
Words/terms to know:

Charter



Common stock

Dividend

Bond

Initial Public Offering

Secondary Offering

Outstanding shares
Debt

COMMON STOCK

Activity Handout
Directions:


Match the following items by writing the correct letter in the appropriate blank.

1.  
  Held by the public


A.  loan

2.  
  1st stock sold to the public

B.  outstanding stock

3.  
  Bond




C.  IPO

4.  
  Dividend



D.  money paid to stockholders

5.  
  Secondary Offering


E.  ownership

6.  
  Authorized shares


F.  raise additional capital

7.  
  Common stock


G.  forms of capital

8.  
  Stocks and bonds


H.  determined by charter

COMMON STOCK

Evaluation
Directions:

Answer the following questions True or False by placing a letter T or F in the blank.

(1)   _____ Common stock held by the public is stock issued and outstanding.

(2)   _____ A bond is considered a type of corporate ownership.

(3)   _____ The number of shares outstanding can never exceed the number of authorized shares.

(4)   _____ A Secondary Offering can be done through an IPO.

(5)   _____ The corporate charter determines the authorized number of shares that may be issued.

(6)   _____ Stocks sold in a secondary offering must come from the authorized but unissued shares.

(7)   _____ All common stocks pay out dividends.

(8)   _____ Stocks and bonds are like ownership and loanership.

(9)   _____ A Secondary Offering decreases the amount of stock outstanding.

(10) _____ Bonds are evidence of corporate debt.

ANSWER KEYS
Common Stock Matching Handout:

1.
B

2.
C

3.
A

4.
D

5.
F

6.
H

7.
E

8.
G

Common Stock Evaluation:

1.
T

2.
F

3.
T

4.
F

5.
T

6.
T

7.
F

8.
T

9.
F

10.
T

