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For fifth-graders, a lesson in investing

How Morristown students won stock market game 

Wednesday, June 07, 2006 

BY MAURA McDERMOTT

Star-Ledger Staff 

Sydney Clarke and Becky McLain strode across the dais at the Waldorf-Astora Monday night and described how they scored a 32 percent return on their $100,000 short-term investment. 

Before a crowd of more than 300, Clarke talked about how they diversified their portfolio and relied on "low float" stocks whose volatility can pay off with big profit. McLain recalled using 50-day moving averages to predict results.

Such market analysis techniques came as no revelation to those who dined on beef tenderloin at the $1,000-a-plate dinner, a fund-raiser for the Foundation for Investor Education. The startling part was to hear it from a pair of 11-year-olds. 

Roger Ferguson Jr. -- a former high-ranking Federal Reserve official, and the event's honoree -- marveled. 

"Imagine how far I could have gotten if I had had the Stock Market Game in fifth grade," Ferguson said. 

Clarke and McLain -- fifth- graders at the Thomas Jefferson School in Morristown -- were the North Jersey region first-place winners in the Stock Market Game last fall. The 29-year-old national competition draws 500,000 participants annually, mostly in grades four through 12. 

The girls' final tally of $131,777 beat 36 teams in North Jersey, including the high-schoolers, said their teacher, Jeff Brown, who was named educator of the year by the New Jersey Council on Economic Education. 

The girls' big winner in the game was Hansen Natural, maker of Monster Energy, a competitor with the energy drink Red Bull. The stock's value nearly doubled during the 10-week game, climbing to $84.65 a share from $47.29. 

But it wasn't a case of simply investing in companies whose products you appreciated, they said. The girls didn't think much of Monster, which tasted funny to them. 

Rather, they chose the stock because of its good price-to-earnings ratio, and its "beta," a measure of volatility. They used the same strategy to choose Dynamic Materials, which makes explosives; A4S Securities; and Apple Computer. 

The explosives firm -- whose ticker symbol is BOOM -- "bounced off the 100-day moving average twice," McLain told the crowd, describing how the stock rose above its recent past performance. 

The girls' triumph wasn't dumb luck, Brown said -- they also did well in the spring game, earning third place. 

"To see the girls tell me, 'turn on CNBC and let's see what the market is doing today,' it just puts them at such an advantage," he said. 

Sandra Reid, who oversees gifted and talented programs in the Morris School District, said it is never too early to learn about the stock market and the importance of investing. 

"It allows them to see and understand investments at a young age, instead of waiting until the poor habits set in," Reid said. 

The girls don't get to keep the money they "earned," since their investment portfolio was fictional. 

But dinner at the Waldorf -- where Clarke wore a sequined top and McLain dressed in a suit -- wasn't a bad consolation prize. 

In her speech, Clarke recalled her innocent days when she believed bulls had rings in their noses, bears hung out at the zoo and shorts were "those colorful cut-off pants you wear in the hot sun," and not a risky investment strategy. 

McLain described being quizzed by her grandfather, an avid investor, and two uncles who work in finance about whether certain stocks were likely to rise or fall, based on past results. 

"It feels pretty amazing," she said. "There I am a fifth-grader . . . and I'm giving advice to people who do this for a living." 

Apart from their investment savvy, the girls are ordinary 11-year-olds, playing soccer, swimming, selling Girl Scouts cookies and hanging out with friends. 

At the Waldorf, McLain gratefully accepted a plate of chicken fingers and fries, snubbing the portobello-tomato-and-eggplant tarts and steak. Clarke dug into the steak with gusto, but wrinkled her nose at the brandied cherries served with dessert. 

Even so, their parents know a good investment strategist when they see one. 

Carolyn McLain, a former U.S. Army Reserve major studying for her master's degree in education, said she hopes to learn a thing or two from her daughter once school lets out. 

"Without the distraction of school," McLain said, "we might actually invest something this summer." 

Maura McDermott is a reporter in the Morris County bureau. She may be reached at mmcdermott@starled ger.com or (973) 539-7910.
