THE STOCK MARKET IN THE NEWS
We are not scheduled to begin our Stock Market Challenge until February, but it’s a good time to learn some fundamentals about the market. Why? Because some extraordinary things are happening in the market right now.

If you were to check the newspaper or the evening news on any day in the past month, you saw that there were big headlines! Some of the words that are being used are: panic, depression, financial ruin and recession, among others.

Briefly, here’s what is happening:

As of yesterday, the New York Stock Exchange’s Standard and Poor Index had declined by 35% compared to its high a year ago. The market has not been as low as this for years.

What happened?

It’s harder to get loans for houses and cars now because banks don’t have the money to lend. Why not? Many big companies loaned money for home loans that were too risky. In other words, people were given too much money that they couldn’t pay back. When that happens, the banks don’t get paid, and they don’t have money to lend to other people.

You may have heard that the federal government has “bailed out” some big companies. One of then, American International Group (AIG ), was given a loan of $86 billion, and then will probably get another $35 billion to keep them in business.

At the same time, congress approved a $700 billion sum of money for other companies that are now in trouble.

What does all that mean to us?

Customers who may have wanted to invest in the stock market are now afraid. They want their money back, so they’re selling their shares. That drives stock prices down, and that keeps the cycle going. 

Where will it all end? 

We don’t know right now, but there are a lot of people who are very good at finance who are trying to figure that out.

What we need to figure out to win in the Stock Market Challenge game is: What stocks can we invest in that will make us money in the game? 

See what you can find out about what’s happening and bring your ideas to class. We’ll talk about this topic frequently in the coming months as the situation continues.
