Stocks package assignment

Mark Harmon

You are to create a package from the attached material.  Remember you must create two scripts: 1) an edit script of how the piece should be edited, 2) a toss script that includes the anchor introduction and the needed supers.

You may choose to create one or more graphics for inclusion in the package.  Sample wording is below.  You may choose to highlight something else.  This sample is solely to demonstrate form.


CREATE FULL-PAGE GRAPHIC:

        
CU Preferred Stock Certificate

            Super:   Preferred Stocks

                          8-10% payout

                          Company can opt out

A toss is necessary.  A tag is optional.  The entire report, including toss, edit tape, and tag, should run no longer than two minutes.  Assume you are writing for your local TV station for a noon newscast today.   

AVAILABLE INTERVIEWS (all in Medium Close Up or MCU):

Marjorie Roccanova, Fixed Income Strategist, Merrill Lynch

 
Because of their long-dated and perpetual nature, they tend to be suited for buy-and-hold investors with long-term investment horizons.  That being said, the most obvious advantage of preferreds is the high and steady income stream they provide.  So from a cash flow management perspective, they fit nicely into most portfolios.


Because of the slowing economy, our short-term recommendation is for investors to be a little more cautious.  We recommend focusing on high-quality issues rated A or better, as a frame of reference, in defensive sectors.  Some examples of these sector include insurance, electric utilities, real estate investment trusts and also foreign banks.


We're staying away from untested high tech companies, common or preferred stock

David Katz, Chief Investment Officer, Matrix Asset Advisors

You have, um, $10K and you have it in common stocks over five years, it can grow 12, 15% a year.  In terms of preferred stocks, you've got none of that upside, but if the underlying company has financial difficulties, you're not even assured that income stream.  So you have the risk without the reward potential.

Normally, the long-term return is fairly good, steady but not spectacular.  But there are no guarantees, except what the long-term rate is if the company waits the full period.

Benjamin Knightley, American Express Investment Portfolio Manager


You shouldn’t have everything in preferred stock, but if you’re putting together a retirement plan, a percentage of preferred stocks make some sense.


It’s a strange duck of a stock, more like an albatross.  It stumbles around at the start, and may even fall.  Once it gets going for a year or two it smoothes out.  It’s almost like holding a guaranteed-percentage bond, but one with an “out” clause for the company.

FACT SHEET         

Investors looking for some stability in an uncertain or volatile stock market may want to consider preferred shares.  These are stocks that have some of the characteristics of bonds, but must be held for a long time, usually from five to ten years. 

 
Preferred shares offer a fixed payout, with yields running anywhere between 8 and 10 percent.  They're called "preferreds" because their dividends must be paid out before a common stock's dividend is paid out.

Preferreds have some drawbacks.  They don't benefit from any company's very strong performance the way common stocks do.  

Companies can also redeem preferred shares when interest rates fall significantly.  If you paid more than the face value, you'll suffer a loss.  

Let's say you paid, $21,000 for $20,000 worth of preferred stocks set for a five-year pay off.  Assuming the 9 percent interest income is reinvested, the pay off at the end of five years will be $30,772.  The net gain is $9,722.  But the company could end the deal at any time.  If interest rates fall, and the company decides to pay your preferred account at the end of just six months, the pay out would be only $20,900, and you've actually lost $100.    

But if the prospect of a steady income stream still interests you, analysts warn to be careful in the current market. 

Going to a broker who specializes in fixed-income investments will help you determine whether you may prefer "preferreds."

Roughly one in ten stock purchases are preferred stocks.

AVAILABLE VIDEO (each 15 seconds long; you can use each for less time)

LS New York Stock Exchange Trading Floor,       

     with natural sound of opening bell

MS Stock Trader raising arm

CU Stock orders clasped in hand

MS Dow Jones big board, numbers changing

CU Hand on calculator pushing numbers

(suggest pre-produced graphics on next)

     CU Preferred Stock Certificate
 

     CU Common Stock Certificate

