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SUBJECT and GRADE BUSINESS STUDIES 
TERM 2 Week 1: 4 hours 
TOPIC SECURITIES: INVESTMENTS 
AIMS OF LESSON 1. Outline/Explain/Discuss the FUNCTIONS of the JSE. 

2. Outline/State/Describe/Explain/Discuss the following FACTORS that should BE CONSIDERED when making 
investment decisions: Return of investment (ROI), Risk, Investment term/period, Inflation rate, Taxation, Liquidity, 
Personal budget, Investment planning factors, Volatility/Fluctuations on investment markets 

3. Explain/Discuss the various TYPES OF INVESTMENTS opportunities e.g. fixed property, stokvels, managed portfolio 
and venture capital etc. 

4. Explain the RISK FACTOR of each type of investment opportunity. 
5. Explain/Discuss/Analyse/EVALUATE (positives/advantages and/or negatives/ disadvantages) of the following forms 

of INVESTMENT: Government/RSA retail savings bonds, Unit trusts, Shares, Fixed deposit 
6. Identify the following TYPES OF SHARES from given scenarios/statements: Ordinary shares, Preference shares, Bonus 

shares, Founders shares 
7. Identify/Name/Outline/Explain/Discuss TYPES of PREFERENCE SHARES from given scenarios/statements. 
8. Outline/State the RIGHTS of ordinary and preference SHAREHOLDERS. 
9. Differentiate/Distinguish between ORDINARY and PREFERENCE shares. 
10. Calculate/Differentiate/Distinguish between SIMPLE INTEREST and COMPOUND INTEREST from given scenarios and 

recommend the best investment option based on the calculations. 
INTRODUCTION • During Grade 11 learners were introduced to the concept of Shares as part of the Prospectus. 

• This is a new topic.  
CONCEPTS AND SKILLS 1. The FUNCTIONS of the JSE: (Know at least 5 functions) 

Refer to page 80 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 

 Provide PROTECTION to investors STUDY TIP:  
Remember, your brain thinks & recalls 
in images.  
1. Use ICONS and to link it to core 

terms in the sentence.  
2. Memorise the icons.  
3. Build sentences around the core 

terms.  

 Increase PRIMARY capital 

 Serves as a BAROMETER of economic conditions in South-Africa 

 PROMOTES short term investments. 

 Act as a LINK between investors and public companies 
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2. FACTORS that should be CONSIDERED when making INVESTMENT DECISIONS: (Know at least 5 factors) 
Refer to page 80 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 

FACTORS DESCRIPTION 
Return on 

Investment  
Income from the investment, namely interest, dividends or capital growth. 

Risk 
 

Chace that the invested amount can lose value over a period of time / loss in total due 
to unforeseen circumstances 

Liquidity 
 

Amount of capital can be invested in a type of investment that can be easily 
converted into cash. 

TAX 
 

Income tax implications have to be considered to ensure a high nett value after tax.  

Inflation rate 
 

Inflation = decrease in the value of money as a result of increasing prices. 
People are by high inflation rate because the value of their money / buying power 
decreases. 

 
3. TYPES OF INVESTMENTS opportunities: (Know at least 5 forms of investment) 
4. The RISK FACTOR of each type of investment opportunity: 

Refer to page 80-85 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 
FORM OF 

INVESTMENT DESCRIPTION RISK FACTOR 

1. Unit trusts 
It is a collection of investment options/methods made up of shares 
in different companies 

Low / Medium Risk 

2. Shares 
Companies sell/issue portions of its ownership to shareholders in the 
form of shares on the open market to obtain capital/funds to 
operate its core business. 

Low / Medium Risk 

3. Debentures 
The lender/debenture holder agrees to lend money to the 
company on certain conditions for a certain period. 

Low Risk 

4. RSA Retail 
Savings Bonds 

To encourage saving, the SA Government offers SA citizens the 
opportunity to invest in saving bonds. 

Very Low Risk 

5. Fixed Property 
Buying a house/piece of land is usually suitable as a long term 
investment only. 

Low Risk 
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5. EVALUATE of the following forms of INVESTMENT: Government/RSA retail savings bonds, Unit trusts, Shares, Fixed 

deposit 
Refer to page 86-87 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 

 GOVERNMENT/RSA RETAIL BONDS UNIT TRUSTS 

POSITIVES 

Guaranteed returns = interest rate is set for 
the full period. 

Managed by an expert fund manager to 
buy shares on the stock exchange  

No cost / commission payable. 
Safe investments, seeing it is done 
according to rules and regulations. 

NEGATIVES 

A Minimum of R1 000 must be invested . Share prices vary/fluctuate. 

Investors must have a valid SA identification 
/ must be older than 18 years. 

Unit trust holders may not borrow against 
their investment. 

 SHARES FIXED DEPOSIT 

POSITIVES 

Holding a larger number of shares can lead 
to a higher proportional dividend pau out. 

Interest are earned at fixed rate regardless 
of changes in the economic climate. 

Can be transferred freely / traded   on the 
JSE. 

The investor can choose the investment 
period. 

NEGATIVES 

Companies have no legal obligation to 
pay dividends to shareholders.  

The investor cannot withdraw their funds 
before the expiry date. 

Risk can be high, seeing investments are 
lost when companies are liquidated.  

May not perform better over the long term, 
as a result of the effect of inflation. 

 
6. TYPES OF SHARES: Ordinary shares, Preference shares, Bonus shares, Founders shares 

Refer to page 88-89 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 
ORDINARY SHARES PREFERENCE SHARES 

Only receives dividends when profits are 
made. 

Some of these type of shares receive 
dividends even if no profits are made. 

Usually how higher the profit, the higher the 
dividend. 

A fixed rate of return is paid on this type of 
shares. 

Shareholders is the last to be paid when the 
company is bankrupt. 

Shareholders have a preference claim on 
company assets in the case of bankruptcy.  
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7. TYPES of PREFERENCE SHARES:  
Refer to page 89 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 

PREFERENCE SHARES DESCRIPTION 

1. Cumulative Compensated for past dividends that were not declared.  

2. Non-cumulative NOT compensated for past dividends that were not declared.  

3. Redeemable Can be repurchased by the company that issued them.  

4. Convertible Is converted into predetermined number of ordinary shares on a specified date.  

 
8. RIGHTS of SHAREHOLDERS: Ordinary VS. Preference 

Refer to page 90 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 
ORDINARY SHAREHOLDERS PREFERENCE SHAREHOLDERS 

1. Vote at the Annual General Meeting. 
2. Attend the Annual General Meeting to learn about 

the company's performance. 
3. Receive interim and annual reports. 
4. Claim on company assets in the event of bankruptcy 

after all other creditors and preferential shareholders 
have been paid 

1. They only have voting rights at the AGM under 
particular circumstances/for certain resolutions. 

2. Receive dividends regardless of how much profits are 
made. 

3. Receive a fixed rate of return/dividend. 
4. They are paid first/enjoy preferential rights to 

dividends. 
5. They have a preferred claim on company assets in 

the event of bankruptcy/ liquidation of the company. 
 
9. Distinguish between COMPOUND interest and SIMPLE interest. 

Refer to page 91 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 
COMPOUND INTEREST SIMPLE INTEREST 

1. Interest earned on original amount invested plus 
interest earned in previous periods. 

1. Interest earned on original amount and not on 
accrued interest. 

2. Give higher return on investment. 2. Give less return on investment 

3. Total interest earned on investment is higher. 3. Total interest earned on investment is less. 
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10. Calculate SIMPLE INTEREST and COMPOUND INTEREST from given scenarios:  
Refer to page 92 of the Gr12 Core Notes or the textbooks issued to you for additional content on the sub topic. 

EXAMPLE: Ronnete wants to invest R30 000 in a fixed deposit for two years. She approached two banks. Saints Bank 
offered her 12% simple interest per annum and Caprica Bank 12% compounded interest per annum 
 

Calculation of SIMPLE INTEREST: 
FORMULA: Interest = P x R x T 
R 30 000 x 12% x 2 years = R 7 200 
 
Calculation of COMPOUND INTEREST: 
OPTION 1 
Year 1: R 30 000 x 12%  = R 3 600 
Year 2: R 33 600 x 12%  = R 4 032 
Total interest   = R 7 632 
 

OPTION 2 
FORMULA: P x (1 + r)n 
R30 000 x (1+12/100)2 
R30 000 x (1.12)2  =R 37 632 
Total interest   = R 37 632 – R 30 000 
   = R 7 632 

 

ACTIVITIES/ASSESSMENT 1. Donovan Invest R100 000 People’s Bank for 54 months. The bank offers to pay him simple interest calculated at a rate 
of 11% p.a. Calculate the amount of interest that Donovan will receive after 54 months. Show all calculations. 

2. Jabu invested R 50 000 for three years at an interest rate of 10% compounded annually. Calculate the amount of 
interest that Jabu will receive after three years. Show all calculations. 

3. On your sixteenth birthday your grandfather gave you an interest free loan of R100 000 that you must invest for two 
years. The returns on your investment were his contribution towards your university fees. You divided the money into 
two investments. 
Investment 1: You invest R50 000 at a bank that pays 7.5% compound interest (calculated annually) 
Investment 2: You invest the other R50 000 at Sanlam that pays you 12% simple interest. 
3.1. Calculate which one of the two investments earned the highest returns. Show all calculations. 

MEMO 1. Donovan Invest R100 000 People’s Bank for 54 months. The bank offers to pay him simple interest calculated at a 
rate of 11% p.a. Calculate the amount of interest that Donovan will receive after 54 months
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2. Jabu invested R 50 000 for three years at an interest rate of 10% compounded annually. Calculate the amount of 
interest that Jabu will receive after three years. 

  
3. Calculate which one of the two investments earned the highest returns. Show all calculations. 

INVESTMENT 1: 
= P x (1 + i)n – P 
= R50 000 x (1 + 0.075)2 – R50 000 
= (R50 000 x 1.075)2 – R50 000 
= R50 000 x 1.1556 – R50 000 
= R7 781.25 

INVESTMENT 2:  
= P x I x t 
= R50 000 x 12% x 2 
= R12 000 

 
CONSOLIDATION • This lesson covered the Gr 12 content as stipulated in the Gr 12 Examination Guidelines. 

• Learners who understand the content should be apply the knowledge and skills required to successfully answers 
questions based on the curriculum in all Formal Assessment Tasks. 

• Learners will be able to use the knowledge and skills acquired as a sound foundation for similar topics covered in 
Grade 12. 

RESOURCES (if 
necessary) 
 
 

Paper based resources Digital resources  
• VIA AFRIKA Gr12 bl 193 
• Business Studies Learner Revision for the Final Exam: 

Ventures (2019) 

• 2015 – 2019 NSC Exam QP’s & Memorandums for 
May/June & Oct/Nov: Question 3 & 8 

• https://wcedeportal.co.za/ 

  

https://wcedeportal.co.za/

