ECO 113
Weekend Assignment 9

Due:  see webpage



Name: _______________________
Investing in Bonds & Paying for College
[As always, you can find important links in the “links” section of our webpage.]

For this assignment, in addition to online access you need to read several articles in your April 2009 issue of Money Magazine with the title: “The 7 New Rules of Financial Security”
1. Based on the Money April 2009 article on page 90 “Build with Bonds”, complete the following:
· Even though bond funds invest in a diversified mix of fixed-income securities, there is 

nothing ___________ about their returns. The value of a bond fund will fluctuate.


Bond funds cannot guarantee that you won’t _____________________________.

· Individual bonds are issued by ______________________ or ______________________ 

or ____________________________ . If you hold them until their maturity dates,  the 

issuers promise ___________________________________________ no matter what prices they have been selling at.
· Treasuries are the _________________________ bonds in the world, because they are 

backed by the _______________________________, and you can buy them directly , 

free of commission from the website ________________________________________.
· Corporate bonds: Have a higher risk, but also a higher __________________.
What makes them riskier is that _____________________________________________



__________________________________________________________________________

· Municipal bonds (also called “Muni” bonds) are issued by ___________and__________  
to raise money for ____________, ________________, and _______________________.

·  (Bond basics to the right): Company X needs to build a factory, so it sells __________.
You can buy a newly issued bond at face value of  $ ______________ ($5000 for munis)

But afterwards prices fluctuate.

If the price of the bond rises (to say $1100) you can __________ and score a quick profit

Or hang on and keep getting paid ___________________

If the price of the bond falls (to say $900) you can sell __________________ 

Or hold until maturity and get your $ __________________ back.

2. Go to  http://www.finaid.org/loans The first paragraph states the difference between education loans and scholarships:
An education loan is a form of financial aid that must be ___________________

 with __________________ . 

Scholarships, on the other hand, _______________________________________
The second paragraph states the three major categories of education loans: 

Federally backed Student Loans (named ________________ and ______________ 

loans); Parent loans (also called ____________ loans) and Private Student Loans.

3. Now click on “Student Loans” or pull up http://www.finaid.org/loans/studentloan.phtml 
Read the beginning of the article on Stafford Loan.
· Who pays the interest on a subsidized Stafford Loan while the student is attending college 

full time? __________________________
· Who pays the interest on a Stafford Loan that is NOT subsidized while the student is 

attending college full time? ____________________

Can the payment be deferred (= put off) until after graduation? (answer yes or no) ______

· Repayment begins _________ months after graduation, the standard repayment term is 

_______ years.


Scroll all the way down to Perkins Loan:
· Perkins Loans are awarded to students with exceptional ___________________________
This is a campus-based loan program with the ________________________ acting as the 

lender. (The money comes from ____________________________________________.)
4. Go back and click on “Parent Loans” or pull up http://www.finaid.org/loans/parentloan.phtml 
· PLUS stands for the federal P__________ L___________ for U____________________

S________________.

· Parent PLUS loans are the financial responsibility of the ______________, not the 

_________________. (Make sure your parents know this if you encourage them to take out such a loan.)
5. Go to    http://projectonstudentdebt.org/files/pub/market_options.pdf
Read the article Student Loan Options in a Tight Credit Market.
Pick one fact from this information sheet that you found interesting and state it here:
__________________________________________________________________________
__________________________________________________________________________
__________________________________________________________________________

6. Based on the Money April 2009 article on page 84 - 87 “Paying for College”, complete the following:
· (p. 84 toward the end) Fill out the federal application for financial aid, known as 

____________, even if you think the parent’s __________________________________. 

For merit awards it’s the only way to qualify.
· Borrow Smart (p.86): The best deals are on loans made ___________________________

Freshmen can take out up to $5500 in Stafford Loans this year and the top rate is _____%
PLUS loans can be obtained by parents with a halfway decent credit history at a 

maximum rate of ______%.

For private loans, however, rates can easily be ______% (if you or your parents can get any of these at all in these tough credit markets.)

· Stop Worrying (p. 87 # 6) Many schools require the parent to have been out of work for 

at least _____________________ before they will consider granting additional help. But talk to the financial aid office as soon as you find out your or your parents circumstances have changed.
**************************************************************************

· Briefly read up on tax breaks and tax credits (p. 86 # 5) Knowing your tax advantages can put money back in the pockets of you or your parents. 

· One last tip: Strong Academic Performance and early applications can put you in the front lines when transferring to another school. Transfer applications are up as more students opt for community colleges to keep college costs manageable.
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