Lesson Seven
-
Stock Market Crash Simulation Game
Outcomes

· Students will understand the basic economic cycle of market emotions
· Students will be able to identify the factors that led up to the Stock Market Crash of 1929
Activities
1. Stock Market Game.  Choose 3 or 4 stockbrokers.  They set up office in the corners of the room.  Give them a supply of stock certificates and a stock record page.  The rest of the class are investors.  They have to make up their expense sheet.
2. Play the game!

3. When the game is done, debrief with the following questions:

-how do you feel about your losses?

-what would you do if this were real life?

-how might your actions affect the economy of the country?

-how might companies suffer?

-Who might be buying stocks in 1932?

-what alternatives are open to investors?

4.
     Put up visual of “Understanding the Cycle of Market Emotions”.  Go     

     over what stages each investor was in during this trial game.

     5.
     Notes on the Stock Market Crash – “Black Tuesday”, Oct. 29th, 1929.
Materials

1. Stock Market Game instructions and papers

2. Stock Market Crash Notes

STOCK MARKET CRASH SIMULATION GAME
1. Pick 3 or 4 class members to be stockbrokers.  They set up office in the corners of the classroom.  They need calculators, a supply of stock certificates and a stock record page.

2. The rest of the class are investors.  Each investor makes up an expense sheet.

3. The purpose of the Game is to gain experience in playing the stock market.  Your aim is to make as much money as possible.  You start with $5000 that has been left to you as an inheritance from your grandmother’s will.  You may invest any amount of money in one company or all three.  For the purpose of the game, you cannot sell your stock during the first three cycles.  Each investor must carefully record each purchase on the expense sheet.

4. Playing the Game:

a) Cycle 1:  Year 1925

Stocks for the following 3 companies are for sale:

-Consolidated Mining & Smelting of Canada

@  
$50/stock

-Winnipeg Electric Light




@
$30/stock

-International Nickel




@
$20/stock

Investors are given time to visit the stockbrokers and record their investments.

b) Cycle 2:  Year 1927

2 years have passed.  The economy of the country has been strong and the stocks have increased in value.  Each investor calculates the profits made on these stocks if they had been sold in 1927.  (Teacher will tell you the amount of the increase).  Students may be allowed to buy or sell stocks at this time. Can also lend students 10,000 dollars if they want it. Must repay teacher at end of game 12,000. 
c) Cycle 3: Year 1929

Each investor calculates the profits made on these stocks based on the value of these stocks at the time.  Students may also be allowed to buy or sell stocks at this time.

d) Debriefing
As a class discuss these questions:

· if this were real life, how would you feel?

· What might investors do with their profits?

· What might companies do with their profits?

e) Cycle 4:  October 29, 1929 (Black Tuesday)

Each investor calculates the losses on these stocks based on the value of these stocks at this time.  Students may also be allowed to buy or sell stocks at this time.

f) Debriefing: 

As a class discuss these questions:

· how do you feel about your losses?

· What would you do if this were real life?

· How might your actions affect the economy of the country?

· How might companies suffer?

g) Cycle 5:  Year 1932

Investors who have held onto their stock must calculate their losses.
h) Debriefing:

As a class discuss these questions:

· what alternatives are open to investors?

· Who might be buying stocks in 1932?

Notes:
The teacher needs to have prepared in advance the following items:

· Stock certificates for 3 companies (in multiples as per Cycle 1)

· Stock record pages

· Model expense sheet

· Results of stock trading (put on overhead), but only provide it cycle by cycle

Company


Cycle 2
Cycle 3
Cycle 4
Cycle 5

Consolidated Mining

$274.00
$575.00
$235.00
$9.50
      Actual #
and Smelting of Canada      (300.00)     (600.00)
(200.00)
(10.00)     Easier math #

Winnipeg Electric Light
$85.00
$110.00
$25.00
$2.00





(80.00)
(100.00)
(20.00)

International Nickel

$52.00
$72.50
$29.00
$4.50





(50.00)
(70.00)
(30.00)
(5.00)
The game can be played longer to illustrate further aspects of the business cycle.  A teacher may also wish to allow buying stocks on margin to enhance the game.
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Students calculate their profits/losses by doing the following:
Calculate the difference between the cycles (in $).  Multiply this by the number of shares they have of each stock.

	Company
	Cycle 1 – 1925
	Cycle 2 – 1927
	Cycle 3 – 1929
	Cycle 4 – Oct 1929
	Cycle 5 – 1932

	Consolidated Smelting of Canada
	$50
	$274

(300)
	$575

(600)
	$235

(200)
	$9.50

(10)

	Winnipeg Electric Light
	$30
	$85

(80)
	$110

(100)
	$25

(20)
	$2

(2)

	International Nickel
	$20
	$52

(50)
	$72.50

(70)
	$29

(30)
	$4.50

(5.00)
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Students calculate their profits/losses by doing the following:

Calculate the difference between the cycles (in $).  Multiply this by the number of shares they have of each stock.

	Company
	Cycle 1 – 1925
	Cycle 2 – 1927
	Cycle 3 – 1929
	Cycle 4 – Oct 1929
	Cycle 5 – 1932

	Consolidated Smelting of Canada
	$50
	$300
	$600
	$200

	$10

	Winnipeg Electric Light
	$30
	$80
	$100


	$20

	$2



	International Nickel
	$20
	$50

	$70

	$30

	$5.00
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