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ANDREW SIMON WISHES HE HAD BEEN ONE 
of those lucky investors who bought Google at 
$100 back when the company first offered shares 
to the public in August 2004. The 23-year-old 
teller at Chase Bank in San Francisco watched 
with envy as the search engine’s share price rose 
to a peak of $715 by December 2007. Now, Simon 
is getting his chance to buy one of his favorite 
stocks on sale. Last October, after the Dow Jones 
dipped and the S&P sagged, he purchased a small 
stake in Google (GOOG) at $356 per share—
almost half of what it traded for a year earlier. At 
the same time, Simon loaded up on Intel (INTC), 
buying 30 shares at $14. When the price dropped 
to $13 in December, he bought 70 more shares. “It 
was like shopping on Black Friday, but the prices 
were even better,” he says.

Simon started investing in early 2008 after 
watching the share prices of many solid compa-
nies fall in lock step with the rest of the market. 

Believing that those companies and their prospects 
are destined to rebound, he decided to devote 
half of his biweekly paycheck to investing. Over 
the last year, Simon has scooped up stocks such 
as China Mobile Ltd. (CHL), a mobile telecom-
munications company, and Korean steelmaker 
POSCO (PKX). At Simon’s time of purchase, both 
companies’ shares and price-to-earnings ratios 
had fallen considerably from their 2007 heights.

Simon isn’t unique. Erika Smith, a 25-year-old 
technology consultant for IBM, is also taking 
advantage of low prices. Smith started investing 
after her parents opened a Roth IRA account for 
her as a graduation gift and provided seed money 
to get her started. Now she has expanded her 
stock portfolio. In December, Smith purchased 
shares of General Electric (GE), Duke Energy 
(DUK), and Honeywell (HON). Her logic: “I’ve 
been trying to identify cheap energy stocks 
since that has been a major focus of the Obama 

&The Young 
The Restless

By LaToya M. Smith

Not everyone is fretting the stock  market’s 
losses. Some Generation Y investors are 

eager to jump in and find bargains
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SMITH IS ON THE HUNT FOR  
INEXPENSIVE ENERGY STOCKS.
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administration,” explains Smith. “When his plan is kicked out, 
I’m sure I’ll see an increase in their value.”  

Even as older generations continue to grumble about how 
2008 depleted their nest eggs, twenty-somethings—many 
starting to invest for the first time—are aggressively plunging 
into the market. What they’re finding are attractive valuations. 
For Simon and his peers, investing requires a sense of youthful 
optimism, a belief that the market and the U.S. economy will 
rise again. A new study commissioned by Scottrade showed 
that 54% of Gen Y investors have confidence in the market 
recovering and expect to see improvement by the end of 2009. 
Of course, it’s easy to have that kind of bright-eyed attitude if 
you won’t need retirement money for another 40 years or so.

Broadly, the trend is hard to quantify, but during 2008, nearly 
200,000 investors age 30 and under opened new accounts with 
ShareBuilder, the investment arm of ING Direct. That represented 
an 81% increase over the number of new accounts opened by 
the group in 2007. TradeKing, an online stock trading and options 
trading broker, saw a 28% year-over-year increase in accounts 
opened by people under 30.  

By no means do Smith and Simon represent the norm. There 
are still large numbers of young adults, particularly African 
Americans, who fail to invest early. According to the advocacy 
group United Fair Economy’s most recent report on U.S. saving 
and investing, only 18% of blacks have retirement accounts, 
compared to 43.4% of their white counterparts. Furthermore, 
younger workers are less likely to participate in a retirement 
plan than older workers with the same earnings, according 
to the Employee Benefit Research Institute. “In their minds 
retirement is a really long time away and they don’t realize 
that the 30 or 40 years that a person can invest are valuable 
years,” says Ed Fullbright of Fullbright Financial Consulting 
in Durham, North Carolina. 

Here’s an example to bolster Fullbright’s point: If a 20-year-
old deposits $50 in the bank each month for 45 years with an 
interest rate of 3% compounded monthly with an initial starting 
balance of $500, the final savings balance, assuming retirement 
at 65, will be $58,944.11. By contrast, if the same person waits 
until 30 to start investing that same $50 per month, the total at 
retirement would equal $38,505.14.  

That’s a message young investors have a hard time com-
municating to their friends. Charles Weems III, a 27-year-old 
software engineer, says many of his peers think investing will 

NJERU JUMPED INTO STOCKS AFTER 
JOINING A UNIVERSITY OF FLORIDA 
INVESTING CLUB.

Kevin Njeru, 18, Gainesville, FL 

Tip for beginners: Join an investment club. Col-
laborating with others allows you to pool resources 
and financial sources. It also allows for feedback 

and additional research on companies. 

My favorite holding: Procter & Gamble Co. (PG)

Why I like it: It’s an easy to understand company for young inves-
tors because it manufactures well-known products such as Tide 
laundry detergent, Pampers diapers, and Crest toothpaste. P&G’s 
products are daily essentials and as a company, it’s trustworthy. 
They’ve recently increased prices on products, which has helped 
to generate a profit in the sagging economy. The stock’s value has 
taken a hit, falling more than one-third since last September. Long 
term, I see them performing well because of brand equity and the 
fact that consumer goods will always be a profitable industry. 

Andrew Simon, 23, San Francisco 

Tip for beginners: Do your research. Find compa-
nies that have valuable assets, aren’t loaded with 
debt, and have a competent management team 

that can take them through the economic downturn.

My favorite holding: Intel Corp. (INTC)

Why I like it: With a large portion of the corporate and consumer 
market cornered, coupled with the fact that the tech industry is 
growing, not shrinking, Intel will soon be back on the rise. Intel’s 
top competitor, AMD Inc. (AMD), recently announced its plans to 
restructure the company to reduce expenses. These plans primar-
ily involve the termination of employees, contract or program 
terminations, and facility closures. Meanwhile, Intel has plans to 
build a new factory to begin mass production of their newest 
chips. While AMD plans to reduce manufacturing output, Intel is 
receiving rave reviews on its two newest processors.

take away from having fun. “Most young people are more con-
cerned with driving a nice car and going on trips; they want this 
lavish lifestyle,” he says. Weems is speaking from experience. 
When he started working he spent most of his money eating 
out, taking road trips, and picking up the tab during nights out 
with friends. Now he realizes he can put money away and still 
live life. A few years ago, he started contributing 10% of his 
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How to Begin

Erika Smith, 25, Atlanta

Tip for beginners: Understand what type of investor 
you are. Use investment questionnaires to develop 
a mix that is suitable for your financial goals based 

on your time horizon and risk tolerance.

My favorite holding: Oracle Corp. (ORCL)

Why I like it: My interest began in 2005 when Oracle acquired 
Siebel Systems. This signaled that the company was making a seri-
ous effort to increase market share and challenge the dominance 
of German enterprise software-maker SAP. Oracle’s products will 
be increasingly relevant as the world continues to look for informa-
tion technology solutions to reduce costs and innovate how we 
do business. For example, reduction of administrative costs will 
be important to U.S. healthcare reform. Oracle should be able to 
provide solutions that will streamline healthcare processes and 
reduce the costs of gathering and using patient data.

Charles Weems III, 27, Decatur, GA

Tip for beginners: The best advice came from my 
boss: “Start early.” Find a mentor who is investing 
and exchange ideas. Hang around and listen to 

those who are where you want to be in life.

My favorite holdings:  Fannie Mae (FNM) and
Freddie Mac (FRE)  

Why I like them: I still believe these two are going to be good 
holdings for the long term. The government is not going to let 
these two companies fold because of their important standing 
with the housing market, investors, and the economy as a whole. 
I believe with the new stimulus package beginning to take effect, 
we should start seeing the housing market turn around over the 
next five years.  

Look into companies with proven, sustainable 

growth. Identify brands with a long history 

and lasting power, explains Sheryl Ridley-

Dorsey, founder of the youth investment 

group Black $treet and author of Money 

Management for Teens. You’ll need a broker-

age account to trade individual securities. 

To compare a full listing of brokerage firms, 

go to www.motleyfool.com. To find the one 

that’s best for you, pay attention to account 

minimums, fees for closing an account, inac-

tivity fees, and annual fees. 

n Figure out how you want to invest. Take 

an online questionnaire to find out what type 

of investor you are. Investor questionnaires 

are available at www.ingretirementplans.

com, www.vanguard.com, and many other 

brokerage sites. 

Conservative investors should look into 

money market accounts, mutual funds, 

Treasury securities (bonds, bill, and notes), 

and Certificates of Deposits (CDs). These are 

all low-risk investments. 

Money market accounts allow you to 

pool your money with other investors. This 

is essentially cash and similar to a savings 

account, but they typically pay higher inter-

est, require higher minimum balances, and 

have limited withdrawal and check writing 

options. Visit www.bankrate.com to compare 

money market and savings account rates at 

financial institutions in your area.

A bond is an IOU (I Owe You.) Whatever 

organization, entity, or city that you bought 

the bond from, they owe you the money 

you lent them and they pay you interest 

for borrowing that money. It’s just like you 

taking out a loan at the bank, but this time 

you’re the lender. 

Certificate of Deposits (CDs) allow you 

to deposit a fixed amount of money for a 

predetermined period of time. When the 

term expires you can cash out the principal 

and interest or let it roll over for another 

term. It’s important to note that CDs carry 

a penalty for withdrawing your funds early. 

Moderate investors usually invest in cash 

and bonds and may dabble in stocks. Aggres-

sive investors place a higher percentage of 

their assets in equities. They mostly focus 

on investing in the stocks. 

n Understand what your money can buy. 

You can invest with as little as $20. For 

instance, Andrew Simon was able to pur-

chase Coca-Cola, the Clorox Co., JetBlue Air-

ways, and others for less than $20 per share. 
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income to his 401(k). He also puts $400 each month into a Roth 
IRA. Since last September, he has devoted between $400 and 
$700 a month to investing. Weems recently purchased more 
than 250 shares of Fannie Mae (FNM) while it was trading at 
$2.38. He believes that the government bailout will help the 
company regain its footing.  

Young investors find that they often have to dispel myths 
when talking to their friends about delving into the markets. 
One of those myths: Investing is too complicated. Kevin Njeru, an 
18-year-old junior at the University of Florida, decided to jump 
into the market during the fall of 2008 after joining the campus 
investment club. “When I first started I thought [investing] was 
going to be difficult, but it’s not difficult at all if you’re willing to 
put in the time,” he says.

Njeru bought $400 worth of shares in the exchange-traded 
fund Vanguard Information Technology (VGT), which tracks the 

performance of several large, medium, and small U.S. compa-
nies. Exchange-traded funds (ETFs), allow him to hold dozens, 
hundreds, or even thousands of companies under one umbrella. 
Njeru’s excitement about the fund stems from his belief that 
the economy will recover, and that companies such as Apple 
and Intel will continue to be innovative and power future U.S. 
growth. “Young people spend so much time on Facebook and 
MySpace, but they can just as easily have another tab open 
researching stocks,” he says.  

The second big myth about investing: You need a lot of money 
to start. So not true. It doesn’t matter how little you start with, the 
key, say many Generation Y investors, is that you begin while 
you’re still young. “You don’t need hundreds of thousands of dol-
lars to invest. Warren Buffet and Bill Gates started out small, they 
started out with what they had,” says Simon. “There’s definitely 
a reward at the end of this.” be

—Additional reporting by Renita Burns


