International Investing Game.
You are going to select at least two foreign stocks that are not from the same country to purchase in an attempt to outperform your classmates.  Prizes will be awarded at the end of the semester to the overall winner/s.

To begin, you must sign up.  To do so, Click on this link:  http://vse.marketwatch.com/
Set up an account.  Make sure your screen name is your REAL NAME.  First name then last name.

Now join a game.  The game name in FNCE4597S07, password is etsubucs.  Game starts Feb. 5 and ends April 13.

You must be signed up and have at least $20,000 invested in stocks by Feb. 12.  One point deducted for each day past this date in which this is not done.

Rules:  You are only allowed to purchase what are called American depository receipts (ADRs) which are certificates that represent ownership of foreign stocks.  See WSJ article below.
The other restriction is that you can't trade stocks under $3.  You have $25,000 to start, you can buy on margin, you can short-sell, place limit orders, etc.  Trades cost $9.95 each.  (DO NOT BUY STOCKS THAT ARE NOT ADRS).  You will be disqualified and lose points.
To find a list of ADR’s, go to 

http://www.adr.com
Click on ADR universe button on top.  Here you can click the All button, any letter of the alphabet, or select by region, country and even sectors.  

For at least two of your stocks, make sure it is in a country that had an index that is tracked.  
To see which countries that have indexes we can use, go to
http://finance.yahoo.com/intlindices
Click on world and you should attain a list for the Americas, Asia/Pacific, etc.

Assignment:

For each month, pick two of your stocks to analyze that have a corresponding country index.  They can be the same two or different each month, but you need two.  You are going to attempt to determine why each of the two stocks made or lost money each month by comparing their returns to the S&P 500, their own country’s stock market, and to exchange rate fluctuations.
Fill in the following table.

1.

	Name of Firm
	Date
	Price
	S&P 500
	Country Index
	FX Rate

	
	12-Feb
	
	
	
	

	
	2-Mar
	
	
	
	

	
	% change
	
	
	
	


For assignments 2 and 3, the dates should be March 2 – 30, and March 30 to April 13.
You will have to calculate the % change which is simply the difference divided by the initial amount.  
Note:  To attain historical foreign currency exchange rates for the last column in your table, click here:  (Use dollar to FX such as USD to EUR)

http://www.oanda.com/convert/fxhistory
Although this gives us a snapshot, we also want to look at the correlation between the variables.  To do this, we will graphically examine the relationship between your stocks and the indexes.  To do this, go to:
http://finance.yahoo.com/ or www.moneycentral.com.  You will also find historical stock data here to fill in your table above.
Input the ticker of your stock, click the charts button and compare to the S&P 500 and your country’s index.  Set the time range equal to the dates you are examining and print out a copy to include with your work for each stock.
For each stock, in a paragraph or so(at least ¼ of a page, single spaced for each stock), explain how well or poorly the S&P 500, the stock’s country market index, and exchange rate changes explain movements in your stocks return.
An example of what your chart should look like:  This was done at moneycentral.com
	

	[image: image1.png]2006
1271572006 127252006 1f1/2007 1f3/2007 111272007

E
S
15
o
s

% mueiotec B AMERICA MOVIL SADE CV ADSL 8 53 500 Inder






ADR Trades Jumped 
To a Record in 2006

By LYNEKA LITTLE
January 16, 2007; Page C3
As major stock exchanges moved to create global markets, U.S. investors seeking foreign stocks sent trading in American Depositary Receipts to record levels last year.

Trading volume for ADRs, which are securities that trade in the U.S. representing shares of foreign companies, ended the year at more than $1.58 trillion, up from $963 billion in 2005, according to data from J.P. Morgan Worldwide Securities Services, a unit of J.P. Morgan Chase & Co.

Increased interest in ADRs reflects diversification of portfolios to minimize risk, better performance of non-U.S. stocks compared to the Dow Jones Industrial Average and the Standard & Poor's 500-stock index in 2006, and "continued weakness of the U.S. dollar in comparison to foreign currency," says Christopher Sturdy, executive vice president and head of the Bank of New York Depositary Division, which acts as a transfer agent for ADRs.

Mr. Sturdy also notes a "significant increase in separately managed accounts, which are a cost-effective way for investors and investment managers to put together baskets of stocks" and says hedge funds have begun to invest more overseas in the last couple of years, which may contribute to the growth in ADR trading.

There are 450 ADRs listed on major U.S. exchanges, such as the New York Stock Exchange, Nasdaq and the American Stock Exchange, according to J.P. Morgan.

"I think for the most part the ADR is just preferred because it's easier," says Yxa Bazan, head of J.P. Morgan's Latin America ADR business. U.S. investors can buy mutual funds that invest in foreign stocks, but buying shares directly on foreign exchanges can be difficult because of currency translations and differing regulations, among other things.

With ADRs, "American investors can buy those shares [in foreign companies] in dollars through familiar methods and protocols," says Andy Nybo, a consultant at TABB Group, a market-research firm based in Westborough, Mass.

It remains to be seen whether the eventual emergence of major global exchanges will reduce the role of ADRs in the future. The merger of NYSE Group Inc., operator of the New York Stock Exchange, and Euronext NV, which owns four European stock markets, has been approved by both companies' shareholders and awaits additional regulatory and government approvals. Last week, NYSE Group said it would acquire a 5% stake in the National Stock Exchange of India. Meanwhile, Nasdaq Stock Market Inc. is pursuing London Stock Exchange PLC, with an offer the LSE has called "wholly inadequate."

Even with global exchanges, industry experts believe that differing regulatory systems will continue to make it difficult to for U.S. investors to purchase foreign stock. "While exchanges can merge, we really won't see any movement in the need for ADRs," says Mr. Sturdy.

The 10 largest ADRs account for more than 25% of total ADR investment value, according to Bank of New York, including Mexican wireless provider America Movil, oil major Royal Dutch Shell PLC and British pharmaceutical giant GlaxoSmithKline PLC.

Global exchanges and ADRs may coexist as investors seek to invest in small emerging markets where regulatory systems aren't as well developed as in the U.S. and there isn't enough liquidity, says Mr. Nybo. "Even if global exchanges are all interconnected, the chances that you can buy or sell a stock directly in a foreign market are slim at best," he says.

Write to Lyneka Little at lyneka.little@wsj.com
