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e The stock market is the core of
America’s economic system

= A Stock is a share of ownership in the
assets and earnings of a company

= A Bond is a type of debt that a co
issues to investors for a specifie
of time.

= The Stock market is a ge
to describe all transacti
buying and selling of
issued by a comp




e Investors pool their money

e The manager will invest in a variety of
stocks, bonds and other securities

e Mutual funds offer diversification (not
“putting all your eggs in one basket™)

e You can start with as little as $100,
depending on the fund.

e Broker commissions are lower than in
stock purchases (or nonexistent)
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When a company would like to grow, it
issues stocks to raise funds and pay
ongoing business activities

e [t is popular because:

= The company does not hav
money
= Paying dividends is

e Dividends are di
stockholders




e The very best way for your money t
grow over a long period of time |
invest in stocks
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e On average, stocks have a high rate of
return

= The increase or decrease in the original
purchase price of an investment

e Higher rate of return = greate

= Uncertainty about the outco
iInvestment

e Stocks provide diver

= Money invested in
investment tool




e The dollar value increases or decrea
e A merger of two companies
e Dividends are paid



e Shares owned by existing stockholders
are divided into a larger number of
shares

= Example: You own 100 shares of Com
A, worth $10 each for a total portfoli
value of $1000 (100 shares X $1

= Company splits 2 for 1
= You now have 200 shares
= But they are worth hal

= Your portfolio valu
$1000 (200 shar




e The beta value measures a stock’s volatility
compared to overall changes in the stock
market

= If a stock has a beta of +1.5 and the mar
up 10%, the value of the stock is expe
15% (multiply the increase in the s
the beta value)

= Average beta is between +0.
= Beta value can be found

= A higher beta indicat
stock price chang




e You can lose money in the stock
market:

» Interest rate risk:

e When the interest rate goes up, sto
down

= Inflation risk:

e Inflation can impact inter
causing stock prices to

= Business risk:

e How well or ho
you are inve




e Financial risk: F r &

= If a company has too much debt it wil
not be able to make payments, and
will drop

e Market risk:

= Stocks go up and down i
market as a whole

e Political and regul
= Changes in the
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52-Week Stock | Div | YLD | P/E Vol High | Low | Close
High Low % 100s

e Year to date percent change is
stock price percent change f
January 1stof the curren

= If a stock was $43.00
and $36.00 on July
change would b

43 36 AAR | .33 | 2.5 22 1479 | 40 37 39




YTD
%

-16.3

52-Week High & Low shows the highest
prices the stock was sold per share d

Stock | Div | YLD | P/E Vol High | Low
% 100s
AAR | .33 2.5 22 | 1479 40 37




YTD 52-Week Div YLD P/E Vol High | Low Close
% High Low % 100s
-16.3 43 36 .33 2.5 22 1479 40

Stock — Each company’s stock is
abbreviated trading s
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e Dividends per share is t
to common stockholders per sh
annually

= Helpful when determining

= If a company paid $10
30,000 shares, the
be $0.33

ne total ca




YTD 52-Week Stock | Div P/E Vol High | Low | Close | Net
% High Low 100s Chg
-16.3 43 36 AAR .33 22 1479 40 37 39

e Dividend yield percentage is the divi

expressed as a percentage of the
the share

= If a company paid $1.25 in divi
with a market price of $50.0
percentage would be 2.5%

= Helpful to know how
company paying hi
money to grow.



YTD

%0

Div Net

Chg

Vol Close

100s

52-Week
High Low

Stock YLD

%o

High | Low

-16.3

43 36 AAR | .33 | 2.5 1479 40 37 39 .027

Price/earnings ratio is the closing price of
the share compared to the annual
earnings per share

= If the stock’s market price is $50.00 and
earnings per share is $2.25, the P/E r

e It means that for every dollar t
earns, the stock’s market pri
or investors are willing t

= A high number indicate
about the company




YTD 52-Week Stock Div YLD
% High Low %

High

-16.3 | 43 36 AAR .33 2.5 40

e \/ol 100’s is the number of
transactions to the share
reported day

= Represented in hundr
and add two zeros




YTD 52-Week Stock | Div | YLD | P/E | Vol
% High Low %o 100s

-16.3 43 36 AAR | .33 | 2.5 22 | 1479

e High and low entries represe
high and low selling price
share for the previous




YTD 52-Week Stock | Div | YLD | P/E Vol High
% High Low %o 100s
-16.3 | 43 36 AAR | .33 2.5 22 | 1479 40

o C

ose is the price of the
sold for the day




YTD 52-Week Stoc | Div | YLD | P/E Vol High | Low
% High Low k %o 100s
-16.3 | 43 36 AAR | .33 2.5 22 1479 40 37

e Net change is the difference
the closing price of the s
the prior day and the
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DWES_ STANDARD
== &POOR’S 500

e Dow Jones Industrial Average ("DOW")
= Lists the 30 leading industrial blue chip st

e Standard and Poor’s 500 Composit
= Covers market activity for 500 sto

= More accurate than DOW beca
greater variety of stock

e National Association of
Automated Quotatio

= Monitors fast movi
= Speculative s

‘>
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e The term bull market means the market is
doing well because investors are optimistic
about the economy and are purchasing
stocks

e The term bear market mean
doing poorly and investors
purchasing stocks or selli
owned
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e A Broker is a person who is licensed to
buy and sell stocks, provide
investment advice, and collect a
commission on each purchase or

= Purchases stocks on an organize
exchange (stock market)

= The vast majority of all st
and sold on an organi
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e A stock exchange is a place where
stocks are bought and sold.

e There are minimum requirements for a
stock to be on an exchanges, to ensure
only reputable companies are listed

e Each exchange has a limited nhumber of
seats available which brokerage firms
purchase to give them the legal right
to buy and sell stocks on the exchange



e New York Stock Exchange (NYSE)

= Oldest and largest, began in 1792
= 1,366 seats available

= 2,800 companies

= Average stock price is $33.00
= Strict requirements
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e American Stock Exchange
= Began in 1849
= 2nd |grgest exchange

= [ts requirements are not as
allowing younger, smaller
list

= Average stock pric
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e Regional Stock Exchanges

= Stocks are traded to investors livi
specific geographical area
e Including Boston, Cincinnati
Spokane



Dealers Automated Quotations

» Stocks are traded in an over the count
electronic market

= 4,000 small companies
e Company requirements are not

= More volatile because co
young and new

= Average stock price i
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e The stock exchange is organized based
upon the laws of supply and demand

= Supply is the relationship of prices to
quantities of a good or service seller
willing to offer for sale at any giv
In time

= Demand is the relationshi
the quantities and the c
quantities of a good
willing to purchas
time.
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e With a limited number of shares of
stock,
e If the demand is high:

= Share prices will rise because |
are willing to pay more to g

e If the demand is low:

= Share prices will dr
are willing to ta
of their share




e There are over 7,000 individual stoc

e Not all of them make money
them lose quite a lot
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e Buy stock in a company that you like
and personally buy from

= Examples: Pepsi, Kohl’s, Apple C
McDonalds, WalMart, etc.

e Suggestions (“tips”) fro
already investing

e Suggestions from



e It is very risky to put all of your money
Into just one or two investments

= If the price declines, you can lose a lot
money

e Diversification means that y

your overall risk by investi

variety of stocks or mut

= [f one declines, it WI||




finance.yahoo.com
www.marketwatch.com
www.fool.com (the Motley Fool)
www.moneycentral.com
WwWWw.Smartmoney.com
www.wsj.com (Wall S

WWW.morningstar.
funds)
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