Course Project – BUS 390 - Investments – Spring 2010
Due:  Friday, April 16, 2010 (Group assignment:  Turn in 1 paper per group)
Grade Component:  Your grade for this assignment will be an individual one that is based both on your group’s grade on the paper, possibly adjusted upward or downward based upon your fellow group members’ peer evaluations of your quality/quantity of work.  This grade constitutes 10% of your course grade (it is part of the 25% weight for “Portfolio and Course Projects” that is comprised of this paper and the grade your group receives on its portfolio evaluation paper;  the portfolio components represents the other 15% of that 25%).
Paper Coverage: 
This 5-8 page paper (double-spaced, 11-point font, 1” margins) should profile the following items, including one page on Scripture integration:

1. What is the consensus inflation forecast for the next 10 years?

Possible sources:  CBO, Philadelphia Federal Reserve, Media reports of Blue Chip Economic Indicators


2. Assume that the inflation rate for the next 10 years turns out to be 10-15% per year.  Based on this assumption, how may an investor best protect himself/herself against a mediocre portfolio performance?  You may assume that the investor has at least a 10-year time horizon and that this money is not need for current spending needs of the 10-year period.  The investor has a $2.5 million portfolio, presently invested 100% in a money market mutual fund.  The risk tolerance is high, so no investment class or asset category is ruled out.

a. As a basis for your recommendations, cite studies of past investment performance in times of moderate or high inflation (eras of at least 5% inflation or higher).  These can be of the U.S. or foreign investment performance.  The sources of these studies can include your textbook, but must include at least two journal article sources that are from the 2003 to 2010 period.  At least one of these studies must document how well stocks do in times of moderate or high inflation.  In addition to the journal sources, you may include sources that you locate via Google.

b. Provide a portfolio asset allocation for the investor.  Provide percent allocations to each asset class in which the investor should invest, in your opinion.  Within the asset class, it can be helpful to be more specific on how to invest (what investment vehicle, such as mutual funds, should the investor use?).

c. Scripture integration (1 page):  You may choose any one of these topics:
What Scriptures pertain to inflation/erosion of value?*  
Are there other Scriptures that guide risk tolerance?*  
What are the most pertinent Scriptures from which one can gain wisdom on the goal of investing – i.e., the uses of the wealth at the end of an individual Christian’s life?
____________________
* The two starred items are seen as more difficult thus graded more leniently.

Background Reading
http://www.cfainstitute.org/aboutus/investors/pdf/investing_and_inflation_fact_sheet.pdf (pp. 1-2)

Treasury Inflation-Protected Securities (TIPS)http://www.treasurydirect.gov/indiv/products/prod_tips_glance.htm
http://www.treasurydirect.gov/indiv/research/articles/res_invest_articles_tips_0704.htm
