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Teaching	primary	and	secondary	sources	4th	grade

The	word	"market"	can	have	many	different	meanings,	but	it	is	used	most	often	as	a	catch-all	term	to	denote	both	the	primary	market	and	the	secondary	market.	In	fact,	"primary	market"	and	"secondary	market"	are	both	distinct	terms;	the	primary	market	refers	to	the	market	where	securities	are	created,	while	the	secondary	market	is	one	in	which
they	are	traded	among	investors.	Knowing	how	the	primary	and	secondary	markets	work	is	key	to	understanding	how	stocks,	bonds,	and	other	securities	trade.	Without	them,	the	capital	markets	would	be	much	harder	to	navigate	and	much	less	profitable.	We'll	help	you	understand	how	these	markets	work	and	how	they	relate	to	individual	investors.
The	primary	market	is	where	securities	are	created,	while	the	secondary	market	is	where	those	securities	are	traded	by	investors.	In	the	primary	market,	companies	sell	new	stocks	and	bonds	to	the	public	for	the	first	time,	such	as	with	an	initial	public	offering	(IPO).	The	secondary	market	is	basically	the	stock	market	and	refers	to	the	New	York	Stock
Exchange,	the	Nasdaq,	and	other	exchanges	worldwide.	The	primary	market	is	where	securities	are	created.	It's	in	this	market	that	firms	sell	(float)	new	stocks	and	bonds	to	the	public	for	the	first	time.	An	initial	public	offering,	or	IPO,	is	an	example	of	a	primary	market.	These	trades	provide	an	opportunity	for	investors	to	buy	securities	from	the	bank
that	did	the	initial	underwriting	for	a	particular	stock.	An	IPO	occurs	when	a	private	company	issues	stock	to	the	public	for	the	first	time.	For	example,	company	ABCWXYZ	Inc.	hires	five	underwriting	firms	to	determine	the	financial	details	of	its	IPO.	The	underwriters	detail	that	the	issue	price	of	the	stock	will	be	$15.	Investors	can	then	buy	the	IPO	at
this	price	directly	from	the	issuing	company.		This	is	the	first	opportunity	that	investors	have	to	contribute	capital	to	a	company	through	the	purchase	of	its	stock.	A	company's	equity	capital	is	comprised	of	the	funds	generated	by	the	sale	of	stock	on	the	primary	market.	A	rights	offering	(issue)	permits	companies	to	raise	additional	equity	through	the
primary	market	after	already	having	securities	enter	the	secondary	market.	Current	investors	are	offered	prorated	rights	based	on	the	shares	they	currently	own,	and	others	can	invest	anew	in	newly	minted	shares.	Other	types	of	primary	market	offerings	for	stocks	include	private	placement	and	preferential	allotment.	Private	placement	allows
companies	to	sell	directly	to	more	significant	investors	such	as	hedge	funds	and	banks	without	making	shares	publicly	available.	While	preferential	allotment	offers	shares	to	select	investors	(usually	hedge	funds,	banks,	and	mutual	funds)	at	a	special	price	not	available	to	the	general	public.	Similarly,	businesses	and	governments	that	want	to
generate	debt	capital	can	choose	to	issue	new	short-	and	long-term	bonds	on	the	primary	market.	New	bonds	are	issued	with	coupon	rates	that	correspond	to	the	current	interest	rates	at	the	time	of	issuance,	which	may	be	higher	or	lower	than	pre-existing	bonds.	The	important	thing	to	understand	about	the	primary	market	is	that	securities	are
purchased	directly	from	an	issuer.	For	buying	equities,	the	secondary	market	is	commonly	referred	to	as	the	"stock	market."	This	includes	the	New	York	Stock	Exchange	(NYSE),	Nasdaq,	and	all	major	exchanges	around	the	world.	The	defining	characteristic	of	the	secondary	market	is	that	investors	trade	among	themselves.	That	is,	in	the	secondary
market,	investors	trade	previously	issued	securities	without	the	issuing	companies'	involvement.	For	example,	if	you	go	to	buy	Amazon	(AMZN)	stock,	you	are	dealing	only	with	another	investor	who	owns	shares	in	Amazon.	Amazon	is	not	directly	involved	with	the	transaction.	In	the	debt	markets,	while	a	bond	is	guaranteed	to	pay	its	owner	the	full	par
value	at	maturity,	this	date	is	often	many	years	down	the	road.	Instead,	bondholders	can	sell	bonds	on	the	secondary	market	for	a	tidy	profit	if	interest	rates	have	decreased	since	the	issuance	of	their	bond,	making	it	more	valuable	to	other	investors	due	to	its	relatively	higher	coupon	rate.	The	secondary	market	can	be	further	broken	down	into	two
specialized	categories:	In	the	auction	market,	all	individuals	and	institutions	that	want	to	trade	securities	congregate	in	one	area	and	announce	the	prices	at	which	they	are	willing	to	buy	and	sell.	These	are	referred	to	as	bid	and	ask	prices.	The	idea	is	that	an	efficient	market	should	prevail	by	bringing	together	all	parties	and	having	them	publicly
declare	their	prices.	Thus,	theoretically,	the	best	price	of	a	good	need	not	be	sought	out	because	the	convergence	of	buyers	and	sellers	will	cause	mutually	agreeable	prices	to	emerge.	The	best	example	of	an	auction	market	is	the	New	York	Stock	Exchange	(NYSE).	In	contrast,	a	dealer	market	does	not	require	parties	to	converge	in	a	central	location.
Rather,	participants	in	the	market	are	joined	through	electronic	networks.	The	dealers	hold	an	inventory	of	security,	then	stand	ready	to	buy	or	sell	with	market	participants.	These	dealers	earn	profits	through	the	spread	between	the	prices	at	which	they	buy	and	sell	securities.	An	example	of	a	dealer	market	is	the	Nasdaq,	in	which	the	dealers,	who
are	known	as	market	makers,	provide	firm	bid	and	ask	prices	at	which	they	are	willing	to	buy	and	sell	a	security.	The	theory	is	that	competition	between	dealers	will	provide	the	best	possible	price	for	investors.	The	so-called	"third"	and	"fourth"	markets	relate	to	deals	between	broker-dealers	and	institutions	through	over-the-counter	electronic
networks	and	are	therefore	not	as	relevant	to	individual	investors.	Sometimes	you'll	hear	a	dealer	market	referred	to	as	an	over-the-counter	(OTC)	market.	The	term	originally	meant	a	relatively	unorganized	system	where	trading	did	not	occur	at	a	physical	place,	as	we	described	above,	but	rather	through	dealer	networks.	The	term	was	most	likely
derived	from	the	off-Wall	Street	trading	that	boomed	during	the	great	bull	market	of	the	1920s,	in	which	shares	were	sold	"over-the-counter"	in	stock	shops.	In	other	words,	the	stocks	were	not	listed	on	a	stock	exchange,	they	were	"unlisted."	Over	time,	however,	the	meaning	of	OTC	began	to	change.	The	Nasdaq	was	created	in	1971	by	the	National
Association	of	Securities	Dealers	(NASD)	to	bring	liquidity	to	the	companies	that	were	trading	through	dealer	networks.	At	the	time,	few	regulations	were	placed	on	shares	trading	over-the-counter,	something	the	NASD	sought	to	improve.	As	the	Nasdaq	has	evolved	over	time	to	become	a	major	exchange,	the	meaning	of	over-the-counter	has	become
fuzzier.	Nowadays,	the	term	"over-the-counter"	generally	refers	to	stocks	that	are	not	trading	on	a	stock	exchange	such	as	the	Nasdaq,	NYSE,	or	American	Stock	Exchange	(AMEX).	This	means	that	the	stock	trades	either	on	the	over-the-counter	bulletin	board	(OTCBB)	or	the	pink	sheets.	Neither	of	these	networks	is	an	exchange;	in	fact,	they	describe
themselves	as	providers	of	pricing	information	for	securities.	OTCBB	and	pink	sheet	companies	have	far	fewer	regulations	to	comply	with	than	those	that	trade	shares	on	a	stock	exchange.	Most	securities	that	trade	this	way	are	penny	stocks	or	are	from	very	small	companies.	For	these	reasons,	while	the	Nasdaq	is	still	considered	a	dealer	market	and,
technically,	an	OTC,	today's	Nasdaq	is	also	a	stock	exchange	and,	therefore,	it	is	inaccurate	to	say	that	it	trades	in	unlisted	securities.	The	market	cap	of	the	New	York	Stock	Exchange,	the	largest	stock	exchange	in	the	world,	as	of	March	2020.	Stock	exchanges	are	considered	to	be	part	of	the	"secondary"	market.	You	might	also	hear	the	terms	"third"
and	"fourth"	markets.	These	don't	concern	individual	investors	because	they	involve	significant	volumes	of	shares	to	be	transacted	per	trade.	These	markets	deal	with	transactions	between	broker-dealers	and	large	institutions	through	over-the-counter	electronic	networks.	The	third	market	comprises	OTC	transactions	between	broker-dealers	and
large	institutions.	The	fourth	market	is	made	up	of	transactions	that	take	place	between	large	institutions.	The	main	reason	these	third-	and	fourth-market	transactions	occur	is	to	avoid	placing	these	orders	through	the	main	exchange,	which	could	greatly	affect	the	price	of	the	security.	Because	access	to	the	third	and	fourth	markets	is	limited,	their
activities	have	little	effect	on	the	average	investor.	Although	not	all	of	the	activities	that	take	place	in	the	markets	we	have	discussed	affect	individual	investors,	it's	good	to	have	a	general	understanding	of	the	market's	structure.	The	way	in	which	securities	are	brought	to	the	market	and	traded	on	various	exchanges	is	central	to	the	market's	function.
Just	imagine	if	organized	secondary	markets	did	not	exist;	you'd	have	to	personally	track	down	other	investors	just	to	buy	or	sell	a	stock,	which	would	not	be	an	easy	task.	In	fact,	many	investment	scams	revolve	around	securities	that	have	no	secondary	market,	because	unsuspecting	investors	can	be	swindled	into	buying	them.	The	importance	of
markets	and	the	ability	to	sell	a	security	(liquidity)	is	often	taken	for	granted,	but	without	a	market,	investors	have	few	options	and	can	get	stuck	with	big	losses.	When	it	comes	to	the	markets,	therefore,	what	you	don't	know	can	hurt	you	and,	in	the	long	run,	a	little	education	might	just	save	you	some	money.	1	Who	Will	Benefit	From	Biden's	American
Jobs	Infrastructure	Plan?	2	What	Are	Some	Similarities	Between	Cats	and	Dogs?	3	What	State	Are	the	New	England	Patriots	From?	4	What	Type	of	Oil	Does	a	Dodge	Ram	1500	Use?	5	What	Does	It	Mean	When	Your	Left	Hand	Itches?	Photo	Courtesy:	pidjoe/E+/Getty	Images	Color	is	a	critical	part	of	our	everyday	world.	If	you’ve	ever	watched	an	old
TV	show	in	black	and	white,	then	you	know	how	drab	and	dull	everything	would	look	and	feel	without	the	vibrance	of	color.	Colors	help	us	express	our	personalities,	promote	specific	moods,	decorate	spaces	and	simply	add	a	ton	of	good,	old-fashioned	visual	appeal.	On	a	deeper	level,	color	is	even	a	useful	tool	in	some	types	of	therapy.		Color	theory
involves	the	science	behind	mixing	and	combining	colors	to	create	specific	effects,	and	the	cornerstone	of	color	theory	is	the	color	wheel.	The	concept	of	a	circular	color	wheel	was	first	developed	by	Sir	Isaac	Newton	in	the	1600s	—	yes,	the	same	genius	who	developed	the	laws	of	gravity.	The	design	of	the	wheel	is	pretty	genius	itself,	with	all	the
colors	positioned	so	that	the	colors	directly	across	from	each	other	complement	each	other.	These	colors	are	typically	referred	to	as	complementary	or	harmonious.	All	the	individual	colors	on	the	wheel	are	divided	into	three	main	categories:	primary,	secondary	and	tertiary	colors.	Primary	colors	—	red,	blue	and	yellow	—	exist	independently	and	can’t
be	formed	from	mixing	two	other	colors	together.	A	simple	color	wheel	typically	displays	12	colors,	with	the	primary	colors	located	at	equidistant	spots	around	the	wheel.		Photo	Courtesy:	Jose	Miguel	Hernandez/Moment	Open/Getty	Images	Secondary	colors	—	orange,	green	and	violet	—	are	each	formed	by	mixing	two	primary	colors	together.	Mixing
red	and	yellow	produces	orange,	mixing	red	and	blue	produces	violet	and	mixing	yellow	and	blue	produces	green.	On	the	color	wheel,	secondary	colors	are	also	positioned	at	equidistant	points	from	each	other	on	the	color	wheel,	positioned	between	the	two	colors	used	to	make	them	—	orange	between	red	and	yellow,	violet	between	red	and	blue,	and
green	between	yellow	and	blue.	A	complete	traditional	color	wheel	also	includes	colors	known	as	tertiary	colors.	These	are	the	colors	formed	by	mixing	a	primary	color	with	an	adjacent	secondary	color.	The	combinations	are	easy	to	figure	out,	thanks	to	the	names	given	to	the	tertiary	colors:	red-orange,	yellow-orange,	yellow-green,	blue-green,	blue-
violet	and	red-violet.		Photo	Courtesy:	vgajic/E+/Getty	Images	Some	more	complex	color	wheels	have	up	to	24	colors	with	additional	color	combinations	known	as	intermediate	colors.	Other	wheels	may	also	have	internal	circles	that	provide	greater	color	detail.	Keep	in	mind	that	a	computer	displays	16.8	million	colors,	and	there	are	an	infinite	number
of	colors	in	the	world,	which	means	color	theory	isn’t	limited	to	the	color	wheel	and	its	typical	representation	of	primary,	secondary	and	tertiary	colors.	In	addition	to	bright	colors	like	blue,	red,	violet	and	yellow,	there	are	neutral	shades	and	hues	that	don’t	quite	fit	on	the	traditional	color	wheel.	When	these	colors	are	used	by	themselves	in	designs,
the	overall	effect	tends	to	have	a	soothing,	calm	feel.	Neutral	colors	are	also	frequently	used	to	complement	primary,	secondary	and	tertiary	colors	in	designs	and	presentations.		Photo	Courtesy:	NelleG/E+/Getty	Images	Neutral	colors	include	shades	of	black,	white,	gray,	tan	and	brown.	The	color	temperature	for	neutral	colors	can	fall	on	either	the
warm	or	the	cool	side,	an	important	distinction	when	you’re	trying	to	create	a	look	and	feel	for	a	room	or	make	a	specific	statement	with	an	outfit.	If	you’re	looking	at	a	traditional	color	wheel,	you’ll	notice	that	warm	tones	are	traditionally	on	the	right,	while	cooler	tones	are	traditionally	on	the	left.	The	color	directly	across	from	a	color	is	considered
complementary,	even	though	the	two	colors	may	seem	like	sharp	contrasts	to	each	other.	This	is	partly	due	to	the	visual	appeal	of	balancing	warm	and	cool	colors	from	different	sides	of	the	wheel.	You	wouldn’t	want	to	decorate	a	room	entirely	in	bright	orange	and	red,	for	example.	You	would	want	to	mix	in	some	cooler	tones	like	green	or	blue	to
keep	the	room	from	feeling	overbearing.	Cool	and	warm	neutrals	are	also	well	suited	to	helping	create	balance.		Photo	Courtesy:	BusyBee-CR/Moment/Getty	Images;	Mike	Kemp/Getty	Images	Cool	tone	colors	include	green,	blue,	violet	and	the	different	variations	of	these	colors.	They	are	more	subdued	than	warmer	tones	and	can	create	a	visual	effect
that	makes	things	seem	farther	away	than	they	really	are.	Warmer	tone	colors	include	shades	of	red,	orange,	yellow	and	the	different	variations	of	these	colors.	Warm	tones	have	a	tendency	to	make	objects	seem	closer	to	the	viewer	than	they	really	are.
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