
Index
• A •
‘absolute return’ policy, 257

ADVFN

debt breakdowns from, 105

discussion forum, 69

overview, 280–281

share-fi ltering system, 69

for valuing companies without 

profi ts, 159

Alternative Investment Market (AIM)

defi ned, 341

free fl oat in, 181

oil drillers, explorers, and producers 

in, 233

online resources, 69

value investing in, 68–69

amortisation effect, 137–138

announcement date for dividends, 174

Annual Equivalent Rate (AER), 138, 341

Annual Percentage Rate (APR), 

137–138, 341

annual reports, 291–292. See also 

company accounts

annuity, defi ned, 341

arbitrage, 341

Arthur Anderson (Enron accounting 

fi rm), 182

asset allocation

adjusting the balance, 316

assessing your life situation for, 

315–316

for bonds, 109

capital gains versus taxes, 317

debt considerations, 318

defi ned, 315

for foreign shares, 200–201

herd follower versus maverick 

approach, 320–321

liquidity considerations, 318

managing for another, 317

professional help for, 320

for retirement versus fun, 321

risk tolerance issues, 80, 322

for trusts, 320

assets. See also market capitalisation

on balance sheet, 299

current versus long-term, 102

debt ratio to, 102

debtors as, 299

depreciation, 165

fi xed asset valuations, 165–169

intangibles, 161–162

with licensed trade, 168–169

property valuation, 165–167

• B •
‘B’ shares, 43

balance sheet

defi ned, 341

example, 297–298

interpreting, 299–300, 312–313

liabilities on, 299

liquidity ratio fi gured from, 299–300

market capitalisation not related to, 97

pension liabilities in, 169–171, 294

purpose of, 299

retained earnings on, 300

rights issues refl ected in, 104

shareholders’ equity on, 300

as snapshot, 297

total equity on, 300

trade and other receivables on, 299
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banks. See also cash investments; 

fi nancial institutions; investment 

banks

dividend yields from, 99–100

fi nes and fees by, 138–140

Payment Protection Insurance on 

loans, 139

p/e ratios for, 27, 83

safety of deposits in, 134

shopping around for, 139–140

Barclays Capital Equity Gilt Study, 106

base metal commodities, 241

basket warrants, 217

BBC website

international news from, 44

oil price information from, 231

overview, 278–279

bear raids, 185

bears

bulls versus, 64

defi ned, 64, 341

Elliott Wave theory on, 194

macro-economic infl uences for, 64

shorting by, 63

synergy with bulls, 62

benchmark bonds, 113, 119–120

bid price, 24

bid-offer spread, 341

Big Bang revolution (1986), 15, 38, 39, 67

Bigcharts website, 50

bit-of-everything investing, 73

‘blind’ trusts, 76

blogs

cautions about using, 13, 156, 282

Data Explorers shorting blog, 186

Motley Fool blog style, 136

overview, 281–282

Bloomberg website, 50, 230

blue chip company, 342

bonds. See also specifi c kinds

Barclays Capital Equity Gilt Study on, 106

benchmark, 113, 119–120

buying, 113–114, 116–117

capital gains on, 111

cash investments versus, 111, 133

corporate, 121–124, 343

defi ned, 109

described, 12, 342

direct ownership of, 74–75

Financial Times price listing, 117–119

foreign, 114–115

gilts, 345

government, 114–121

guaranteed income, 259–264, 346

interest rate considerations, 133

inverted yield curve, 112

junk (high-yield), 124–127, 347

National Savings and Investments, 

114, 132

nominee accounts for, 75–76

price fl uctuations of, 110, 111, 113

ratio in your portfolio, 109

reasons for investing in, 108–109

redemption date, 109, 110, 351

relationship between yield and price, 

117, 119

reliability of, 107–108, 109, 113

stocks compared to, 106, 107–108

variable meanings for, 133

yield curve of, 112, 354

yield interest taxed for, 115

yield of, 110–113, 121–122

bonus share distributions, 176–177

book value

defi ned, 342

price to book value (PTBV), 97, 160, 299

BP Statistical Review of World 

Energy, 229

brand names, valuing, 162, 294

breakouts, 191–192

Brent Blend, 232

brokers. See stockbrokers

broker’s analysts

changes since the 1980s, 14, 15

reports, 287–289

broker’s reports, 333
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Buffett, Warren (investment expert), 51, 

56, 71–73, 95, 182

bullion, 342

bulls

bears versus, 64

defi ned, 62, 342

Elliott Wave theory on, 194

macro-economic infl uences for, 62

market timers versus, 64

optimists versus, 62

synergy with bears, 62

Bush, George (US president), 55

business cycle

in developing countries, 56–58

importance of, 56

using to your advantage, 58, 335

BusinessWeek, 285

buying shares. See also share prices

checking fi ve-year period before, 309

dummy portfolios for learning about, 

87–88

free fl oat concerns, 180

information to check before, 87

opportunities, clues for, 331–339

before takeovers, 164

unfairly devastated, 336–337

warning signs of trouble, 323–330

buy-outs. See takeover

buzzwords, 58–60

• C •
call options, 218, 342. See also options

call warrants, 217

Canadian Oil Sands project, 228

capital gains considerations for asset 

allocation, 317

capital gains tax (CGT)

defi ned, 342

investment decisions based on, 86

ISA considerations, 86, 131

capitalisation issues

defi ned, 342

rights issues, 42, 103–104, 351

scrip issues, 177–178, 305, 309, 351

cash fl ow statement

differences among companies, 300

example, 301–302

information generally included in, 

300–301

insolvency or takeover indications 

in, 303

interpreting, 302–303

too much activity in, 302

cash investments

Annual Equivalent Rate (AER), 138

Annual Percentage Rate (APR), 137–138

bank fi nes and fees on, 138–140

bonds compared to, 111, 133

child trust funds for, 132

fi nding price information for, 135–136

FSA rules for, 134

fund rules for, 130

infl ation issues, 133, 135

interest rate considerations, 133, 

135, 139

ISAs for, 132

liquidity of, 129

need for, 129–130

notice or term accounts for, 132

NS&J bonds for, 132

reasons for, 130, 132–133

safety of, 134

Shari’a law issues, 131

shopping around for banks, 139–140

stocks compared to, 105–106

tax considerations, 130–131

Ceefax website, 44

ceilings, 192–193

CGT. See capital gains tax

chairman’s report, 291

channels of investment. See investment 

channels
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Chard website, 241

charts. See also technical analysis

checking decisions using, 194–196

comparison, for foreign investments, 

203, 204, 205

online resources for, 50, 71, 195

for share price performance, 87

Chicago Board of Trade, 225

Chinese Walls, 15, 342

Citywire website, 145, 292

closed period, 343

closed-ended fund, 343

closing price, 25

CMC spread-betting service, 70

Comex, 225

commodities. See also futures; specifi c 

kinds

American dominance in, 225, 227

base metals, 241

defi ned, 343

exceptions to the cyclical process, 

222–223

fi nding information on, 224

fi nding price information for, 224–228

food, 223, 233–235

forward pricing for, 225

grading systems for, 220

knowledge needed for investing in, 

223–224

long-term price cycles for, 221–223

oil, 228–233

precious metals and diamonds, 223, 

235–241

spot price for, 227

supercycle theory for, 223–224

tracker investments, 220

uranium, 242

US dollar prices for, 227

commoditisation, 220

companies

blue chip, 342

defi ned, 16

dependent on client in trouble, 327

foreign, fi nding information on, 203, 205

insolvency issues, 17–18, 101, 303

large, limits on power of, 97–98

listed, 348

overview, 16–18

profi t-and-loss calculations for, 26

responsibility and bottom line, 54

warning signs of trouble, 303, 323–330

without earnings, valuing, 94–95, 

157–160

company accounts. See also specifi c 

statements

balance sheet, 297–300

cash fl ow statement, 300–303

current liabilities, 17

EBITDA use in, 181–183

fi ne points not requiring 

understanding, 2

fi ve-year summaries, 303–305

insolvency issues, 17–18

issues to be wary of, 294, 303

knowledge needed for, 293–294

non-current liabilities, 17

obtaining, 292

professional advice for, 294

profi t and loss statement, 295–297

qualifi ed by auditor, 330

standardised format for, 291–292

comparison charts, 203, 204, 205

competition

profi t point affected by, 158

property bought to prevent, 98

takeover scenarios, 163

compound interest, power of, 65, 66

consolidation

defi ned, 343

takeover scenario, 163

consolidation issues, 178, 343

contrarian investing, 71–73

controlling shareholdings, 152, 153
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corporate bonds. See also bonds

default risk with, 121–122

defi ned, 343

fi nancial pages information on, 122–124

online resources, 124

risk premium with, 122

yield of, 121–122

covered warrants, 217

credit cards, 136

crisis of 2007/2008, 28, 255–256

currency

charts, 195

in developing countries, 58

economic trends, 56

for market capitalisation, 97

risks with foreign investments, 206–207

stock market sensitivity to movements 

of, 53

stock opportunities related to, 338–339

strong versus weak, 53, 56

current liabilities, 17

cyclical process of commodities, 221–223

• D •
Daily Mail

cash investment information from, 135

information offered by, 44

Daily Telegraph

cash investment information from, 135

commodities information in, 224

pharmaceuticals prices example, 23

Data Explorers

newsletter, 63

shorting volume information from, 186

day trading, 70–71, 343

dead cat bounce, 179, 343

debt. See also debt ratio

asset allocation considerations, 

318–319

on balance sheet, 299

disguised, 104

effects on stock market, 54

fi nding information on, 104–105

foreign economic dependence on, 55

hidden, spotting, 183–184, 294

importance of, 104–105

insolvency issues, 17–18, 101, 303

need for, 100

Payment Protection Insurance on 

loans, 139

pension liabilities, 54, 169–171, 183–184, 

328–329

researching for company, 313

rights issues for capitalisation, 42, 

103–104, 351

debt ratio

as debt/equity ratio or gearing 

ratio, 102

defi ned, 102

minus numbers for, 103

percentage expressing, 102–103

defl ation, 53–54

deposit account interest rate 

considerations, 133

depreciation, valuing, 165

Der Spiegel, 285

derivatives. See also options

cautions about investing in, 209

defi ned, 209, 343

futures, 210–216, 345

guaranteed income bonds’ use of, 260

for oil investing, 229

warrants, 104, 105, 216–217, 354

diamonds. See precious metals and 

diamonds

direct ownership, 74–75

directors of companies

responsibilities and liabilities of, 16–17

shares sold by, 325–326

director’s report, 292, 313

discount, defi ned, 344
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discussion forums. See also specifi c 

forums

cautions about using, 13, 279, 314

etiquette, 281

recommended forums, 279–281

usefulness of, 279, 314

dividend cover, 100–101, 311, 324

dividend yields

calculation of, 33

defi ned, 31

from mature industries, 99–101

for sectors, 83–84, 99–100

dividends

announcement date, 174

compound interest on, 65

defi ned, 17, 31, 344

dividend cover, 100–101, 311, 324

equality principle of, 42

ex-dividend dates, 174–177, 311, 344

high-dividend stocks, 99–101

as indications of company health, 32

lacking for tracker funds, 48

not important for value investing, 68

overview, 31–33

payment date, 174

payment of, 31–32

p/e ratio related to, 83, 98

process stages, 174

in profi t and loss statement, 296, 297

record date, 174

special, 176

tax considerations, 99

in UK versus other countries, 32

DJ-AIG commodity indices, 234, 235

double bottom pattern, 192

double top pattern, 190–191

dummy portfolios online, 87–88, 160

• E •
Earnings Before Interest, Taxes, Debts 

and Amortisation (EBITDA)

dangers of, 182–183

defi ned, 182, 344

Enron fraud using, 181–182

economic growth

business cycle for, 56–58

debt-based, 55

effects on stock market, 52

sustainable long-term rate of, 52

The Economist, 201, 224

effective monthly interest rate, 137

Einstein, Albert (physicist), 65

Elliott Wave theory, 194

emerging markets, 202

energy, long-term information on, 229

Enron fraud, 181–182

equity

on balance sheet, 300

defi ned, 344

scheduled exit by backers, 163

ETF Stock Encyclopedia, 264

ETFs. See exchange-traded funds

EUBusiness.com, 285

eurobonds, 121

EuroNext exchange, 38–39, 40

European Investment News, 286

European Islamic Investment Bank 

plc, 131

Exchange Price Input Computer 

(EPIC), 344

exchange-traded funds (ETFs)

for base metals, 241

for commodities, 220–221

defi ned, 220

described, 12, 220

ease of buying and selling, 201

fi nding information on, 264

fi nding price information for, 266

for food commodities, 234–235
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361361 Index

how they work, 264–265

indices tracked by, 16

for international investments, 199, 

200–201, 266

for oil investing, 229–230

operators, 200

for precious metals, 237–238, 240

transaction costs, 201

ex-dividend date

caveats for share price limits, 175

defi ned, 174, 344

fi nding information on, 176

for foreign investments, 176

price fall on, 174–175, 311

execution-only trading. See also nominee 

accounts

defi ned, 14, 344

for foreign investments, 200

low costs of, 75

exercising

options, 218

warrants, 216–217

exposure, 212, 344

• F •
falling knives, 179

Fibonacci numbers, 194

fi nancial advisers

buying bonds through, 114

for help with company accounts, 294

fi nancial institutions

crisis of 2007/2008, 28

defi ned, 18

fi nancial assets controlled by, 18

overview, 18–19

stock market under-performed by, 19

fi nancial pages. See also specifi c 

newspapers

buzzwords, 58–60

commodities information in, 224

corporate bond information in, 122–124

government bond information in, 113, 

116–118

information offered by, 33–34, 44

for international news, 44

making purchase decisions using, 87–88

making sales decisions using, 88–89

online resources versus, 85–86

reading information correctly, 86

relating numbers to context, 22, 33–36, 

43–44

risk indicators in, 81–84

rules governing journalists, 154–156

sectors allocated differently among, 45

share price examples, 22–24

shares overview, 41–43

statistics overview, 22–33

widened scale of news in, 37

Financial Services Authority (FSA)

cash investment rules of, 134

defi ned, 345

fi nancial markets’ regulation by, 

154–156

Financial Times. See also FT.com

Actuaries Share indices, 81–82

Aerospace and Defence section, 24

AIM listings, 233

annual reports service, 292

bond price listing example, 117–119

cash investment information from, 135

commodities price information in, 

225–227

detailed breakdown in, 84

information offered by, 44

Level 2 searches, 205

managed funds in, 245

market capitalisation in, 96

p/e ratios in, 28–29

regulatory announcements from, 145

sector indices, 82–84

symbols in second column, 25

unit trust price information from, 250
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Fitch IBCA bond ratings, 115–116, 

126–127

fi ve-year summaries, 303–305

fi xed asset valuations

depreciation, 165

licensed trade, 168–169

property, 165–167

fl otation, 345

food commodities. See also commodities

challenges involved in, 233–234

DJ-AIG indices, 234, 235

as exceptions to the cyclical 

process, 223

exchange-traded funds for, 234–235

fi nding price information for, 235

Forbes, 285

foreign investments. See international 

investments

foreign trade surplus, effects on stock 

market, 52

forward or prospective p/e ratio, 29, 95

forward pricing for commodities, 225

free fl oat

of AIM-listed companies, 181

bottlenecks from lack of, 180

in Britain versus foreign markets, 

180–181

defi ned, 154, 345

fi nding information on, 181

takeover considerations, 154

FRS-17 requirements, 169–171, 294

FSA. See Financial Services Authority

FT.com. See also Financial Times

bond price listings, 117

comparison charts, 203, 204, 205

dummy portfolios, 87

ex-dividend date information from, 176

free fl oat information from, 181

managed funds on, 246

oil price information from, 230

overview, 273–274

FTSE

actuary indices, 29 April 2008, 82–83, 

100–101

advance reports on index changes, 334

computers’ impact on, 48

dividend cover fi gures, 100–101

free fl oat accounted for, 181

indices, 40

overview, 40–41

p/e ratios for indices, 81–82

sector adjustments by, 46

UK index series values, 81

FTSE AIM indices, 49, 82

FTSE-100 index

company about to be promoted 

into, 334

defi ned, 345

overview, 49–50

p/e ratio for, 82

shares moved by, 49

tracker funds, 49, 334

FTSE-250 index, 82

fully hedged, defi ned, 215

fundamental analysis, 189, 191

funds. See also managed funds; trusts; 

specifi c kinds

cash investment rules for, 130

defi ned, 345

futures. See also commodities; 

derivatives

cautions about speculative use of, 

210, 214

defi ned, 210, 345

expiration date and uncertainty of, 216

exposure, 212

fi nding information on, 215

guaranteed income bonds’ use of, 260

in hedge funds, 214

for hedging prices, 215

margin call on, 212

oil market, 231–232

origins of, 213
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363363 Index

ticket analogy for, 210–214

trading on margin, 211, 213

usefulness of, 210

• G •
GalMarley website, 241

gearing or leveraging

asset allocation considerations, 

318–319

defi ned, 318, 345

by hedge funds, 257

trading on margin, 213

gearing ratio. See debt ratio

GIBs. See guaranteed income bonds

gilts or gilt-edged securities, 345. See 

also government bonds

glossary, 341–354

gold. See precious metals and diamonds

golden shares, 180

goodwill, valuing, 161–162, 294

Google, managed funds on, 246

government bonds

Barclays Capital Equity Gilt Study on, 106

benchmark, 113, 119–120

buying, 113–114, 116–117

capital gains on, 111, 115

cash investments versus, 111

defi ned, 109

eurobonds, 121

Financial Times price listing, 117–119

foreign, 114–115, 119–121

inverted yield curve, 112

National Savings and Investments,

114, 132

price fl uctuations of, 110, 111, 113

rating systems, 115–116

ratio in your portfolio, 109

reasons for investing in, 108–109

redemption date, 109, 110

relationship between yield and price, 

117, 119

reliability of, 107–108, 109, 113, 116

stocks compared to, 105–106, 107–108

yield curve of, 112

yield of, 110, 111, 112, 113

Graham, Benjamin (investment 

theorist), 51

greed/fear mass psychology, 188–189

Group Income Statement, 295. See also 

profi t and loss statement

group operating profi t, 296

growth stocks

defi ned, 346

Far East sectors, 46

high-tech sectors, 47

guaranteed equity bonds. See 

guaranteed income bonds (GIBs)

guaranteed income bonds (GIBs)

defi ned, 346

derivatives used by, 260

described, 259

fi xed term for, 260

marketing claims untrustworthy for, 

260–262

precipice bond clauses, 262–263

reading the contract, 264

stock investments versus, 261

tax liabilities, 262

Guardian

information offered by, 44

Top 100 shares example, 23

• H •
Hargreaves Lansdown share-fi ltering 

system, 69

Harvard Business Review, 285

head and shoulders pattern, 191–192

hedge funds

‘absolute return’ policy of, 257

crisis of 2007/2008 blamed on managers 

of, 255–256

defi ned, 346
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hedge funds (continued)

fees, 257

futures in, 214

lack of information about, 255, 256

leveraging by, 257

ordinary managed funds versus, 

256–258

regulatory issues, 258

shorting by, 186, 257

hedging, defi ned, 346

hedging prices, 215

Hemmington Scott website, 153, 275–276

hidden debts, spotting, 183–184, 294

HiFX charts, 195

high beta stocks, 60

high-tech sectors

growth stocks in, 47

options issued in late 1990s, 104

p/e ratios for, 83

valuing companies without earnings, 

94–95, 157–160

high-yield bonds. See junk bonds

historical or trailing p/e ratio, 29, 90–91

holidays’ effect on effect on stock 

market, 34

Hoovers website, 153

• I •
icons in this book, 7–8

iii (Interactive Investor website), 

135–136, 275

IMF website, 201

income. See revenue; turnover

income investing, 65–67

indices. See also FTSE; tracker funds; 

specifi c indices

American, 41

defi ned, 346

exchange-traded funds tracking, 16

fi nding information on, 50

for food commodities, 234

overview, 48–50

p/e ratios for, 81–82

shares moved by, 49

usefulness of, 48

volatility created by, 49

Individual Savings Accounts (ISAs)

AIM companies ineligible for, 69

capital gains tax considerations, 86, 131

for cash investments, 132

declining use of, 66–67

defi ned, 346

dividends reported by, 32

further information, 67

swapping money in and out of, 135

industry sectors. See sectors

infl ation

bond yield fl uctuation from, 110, 113

in business cycle, 57–58

cash investment issues, 133, 135

in developing countries, 58

effects on stock market, 53–54

negative real interest rate due to, 133

Infomine website, 242

insider trading

defi ned, 346

FSA concerns about, 154–155

prevalence of, 155

rules governing journalists, 154–156

insolvency of company

warning signs of trouble, 303, 323–330

who gets paid fi rst, 17–18, 101

intangible assets, 161–162

Interactive Investor website, 

135–136, 275

interest rates

Annual Equivalent Rate (AER), 138, 341

Annual Percentage Rate (APR), 

137–138, 341

in business cycle, 57–58

cash investment issues, 133, 135, 139

negative real interest rate, 133

interim reports, 292
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International Crude Oil Market 

Handbook, 232

International Herald Tribune, 44

international investments

bonds, 114–115, 119–121

company information for, 203, 205

comparison charts for, 203, 204, 205

currency risks with, 206–207

in emerging markets, 202

exchange-traded funds for, 199, 

200–201, 266

ex-dividend date information for, 176

with execution-only fi rms, 200

fi nding information on, 201–206

foreign publications and websites, 

284–286

free fl oat concerns, 180–181

ignoring structural differences, 206

language skills not needed for, 199

LIFFE for, 40, 348

managed funds for, 199, 200–201, 244

need for, 200–201

transaction costs, 200

UK strictures escaped by, 201

International Petroleum Exchange, 225

Internet resources. See online resources

inverted yield curve, 112

Investigate website, 145

investing approaches

bit-of-everything investing, 73

contrarian investing, 71–73

day trading, 70–71

deciding on yours, 3

income investing, 65–67

long-term buy-and-hold (LTBH), 67–68

preparation needed for, 64–65

value investing, 68–69

Investing For Dummies, 67, 79

Investing in Shares For Dummies, 67, 79

investment banks

changes since the 1980s, 14, 15

Chinese Walls in, 15, 342

crisis of 2007/2008, 28

investment channels. See also specifi c 

kinds

direct ownership, 74–75

nominee accounts, 75–76

trusts, 76

investment magazines

current challenges for, 282–283

foreign, 284–286

independent reportage from, 284

monthly, 283–284

UK, 282–284

investment trusts (ITs)

asset allocation for, 320

defi ned, 347

described, 16

discounts and premiums, 252–253

fi nding information on, 253

net asset value, 252–253, 254

unit trusts versus, 248, 252, 254

volatility of, 254

investor profi les. See investing 

approaches

Investors Chronicle, 246

Investorwords website, 59

ISAs. See Individual Savings Accounts

iShares ETF operator, 200

ISIN, using, 245–246

• J •
junk bonds (high-yield bonds). See also 

bonds

for companies needing money, 126

defi ned, 124, 347

ratings for, 126–127

risk with, 124–125, 126–127

for takeover activities, 125

Jupiter Merlin Growth Portfolio, 249, 250
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• K •
‘Key World Energy Statistics’, 229

Keynesian economics, 55, 347

Kitco website

base metals site, 242

commodities information from, 195, 

225, 228, 241, 278

• L •
land banks, 98, 165–167

leveraging. See gearing or leveraging

liabilities. See debt

licensed trade, property value 

disappearing for, 168–169

LIFFE. See London International Financial 

Futures and Options Exchange

like-for-like sales, 293–294, 332–333

limit orders. See also stop-loss

defi ned, 347

ex-dividend date issues, 175

limited liability companies, 17–18

liquidity

asset allocation considerations, 318

balance sheet for fi guring company’s, 

299–300

of cash investments, 129

defi ned, 347

diffi culties in measuring, 59–60

listed companies, defi ned, 348

LiveCharts website, 71

Lloyd’s List, 227

loans. See debt

London Bullion Market, 225

London International Financial Futures 

and Options Exchange (LIFFE)

commodities price information 

from, 225

defi ned, 348

EuroNext ownership of, 40

London Metal Exchange, 225

London South East website, 274

London Stock Exchange (LSE)

AIM listings, 233

Big Bang revolution (1986), 15, 38, 

39, 67

changes since the 1980s, 13–15

company accounts from, 292

dummy portfolios online, 87

exchange-traded fund information 

online, 264

food product price listings, 235

foreign company information 

online, 205

market capitalisation online, 96

Regulatory News Service, 145–146, 351

website, 270–271

long, defi ned, 348

long-term buy-and-hold (LTBH), 67–68

low beta stocks, 60

Lyxor ETF operator, 200

• M •
macro-economic infl uences

assumptions about, 51–54

bearish, 64

bullish, 62

business cycle, 56–58

economic trends, 54–56

using to your advantage, 58, 335–336

magazines

foreign, 284–286

UK, 282–284

Mail on Sunday, 135

managed funds. See also exchange-

traded funds (ETFs); tracker funds

benefi ts of, 244–245

codes for, 245–246

for emerging market investments, 202

hedge funds versus ordinary funds, 

256–258
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367367 Index

for international investments, 199, 

200–201, 244

need for, 244

watching the fund manager, 246, 248

wealth of information on, 245

management buy-out (MBO), 162

margin

defi ned, 348

trading futures on, 211, 213

margin call, 212

market capitalisation. See also 

capitalisation issues

assets not appearing as, 157

‘B’ shares for, 43

balance sheet not related to, 97

comparing net asset value to, 299

currency used for, 97

defi ned, 29, 95–96, 97, 157, 348

fi nding quotations of, 96, 97

hidden debts, 183–184

importance of, 30, 96, 310

as imprecise fi gure, 96–97

limits placed on big companies, 97–98

overview, 29–30

preference shares for, 43

price to book value for, 97, 160

market makers

activities after market closes, 25

changes since the 1980s, 14, 15

defi ned, 348

market psychology. See technical 

analysis

market sectors. See sectors

mass psychology, 188–189. See also 

technical analysis

mature industries

benefi ts in periods of downturn, 84

declining industries versus, 46

dividends from, 99–101

stability of, 46

MBO (management buy-out), 162

mergers. See also takeover

company accounts complicated by, 

293–294

likely to fall through, 327–328

synergy not working after, 329–330

mining. See also commodities; precious 

metals and diamonds

dividend yields from, 99–100

fi nding price information for, 224–228

foreign shares in, 200

fractional share prices for, 24

futures for hedging, 215

long-term price cycles for, 221–223

momentum, defi ned, 59

monetarism, 348

Monetary Policy Committee (MPC), 349

Money magazine, 246

Moody bond ratings, 115–116, 126–127

Morrisons

limits on power of, 98

property owned by, 98, 165

Motley Fool

cash investment information from, 136

fi ve-year summaries from, 304

overview, 279–280

regulatory announcements from, 145

value investing information from, 69

for valuing companies without 

profi ts, 159

Your Money tutorials on, 136

multi-agency fi rms, 15

Muslims, Shari’a law issues for, 76, 131

mutual funds

defi ned, 349

structured products, 352

tracker funds, 353

• N •
National Savings and Investments 

(NS&J), 114, 132

negative real interest rate, 133
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net asset value (NAV)

defi ned, 349

importance of, 299

of investment trusts, 252–253, 254

net operating expenses, 296

New Paradigm (1990s), 54–55

New York Commodities Exchange, 225

New York Times, 285

News.com.au, 286

newsletters and tipsheets, 289–290

Nikkei Net Interactive, 286

nominee accounts

defi ned, 15, 32, 349

dividend payment into, 32

overview, 75–76

reliability of, 75–76

share certifi cates with, 15, 349

trade-offs with, 75

non-current liabilities, 17

notice or term accounts, 132

Nybot, 225

• O •
Oanda website, 278

OEICs (Open-Ended Investment 

Companies), 251, 349

offer price, 24, 349

Offi ce of Fair Trading, 136

oil

Canadian Oil Sands project, 228

drillers, explorers, and producers, 233

exchange-traded funds for, 229–230

fi nding price information for, 230–231

futures market, 231–232

investing approaches, 229–230

long-term energy information, 229

petroleum grades, 232

online resources. See also FT.com

BBC, 44, 231, 278–279

blogs, 281–282

Buffett’s shareholder addresses, 73

cash investment information, 135–136

Ceefax, 44

charts, 50, 71, 195

child trust funds, 132

commodities price information, 225, 

227–228

company accounts, 292

controlling shareholdings 

information, 153

conventions for URLs, 4

corporate bond information, 124

day trading, 70–71

debt information, 105

discussion forums, 279–281

dummy portfolios, 87–88, 160

European Islamic Investment Bank 

plc, 131

exchange-traded fund information, 264

ex-dividend date information, 176

fi nancial pages versus, 85–86

food commodities price 

information, 235

foreign company information, 205

foreign versus UK, 19–20

foreign websites, 285–286

free fl oat information, 181

Hemmington Scott, 153, 275–276

index information, 50

Interactive Investor (iii), 135–136, 275

International Herald Tribune, 44

international investment information, 

201–202, 285–286

Investorwords site, 59

Kitco, 195, 225, 228, 241, 242, 278

London South East, 274

London Stock Exchange, 270–271

long-term energy information, 229

for managed funds, 246

market capitalisation, 96

Oanda, 278

offi cial websites, 270–272

oil drillers, explorers, and producers, 

233

oil price information, 230–231

overwhelming volume of, 269

precious metals price information, 

236, 241

regulatory announcements, 145
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369369 Index

RNS statutory announcements, 271–272

share-fi ltering systems, 69

shorting volumes, 185–186

Stockcharts forum, 189, 194

takeover indications, 164

Thisismoney, 274–275

Trustnet, 276–278

unit trust price information, 250

unoffi cial websites, 272–279

uranium price information, 242

value investing information, 69

for valuing companies without 

profi ts, 159

OPEC basket price, 232

open-ended funds, 349

Open-Ended Investment Companies 

(OEICs), 251, 349

options. See also derivatives

call, 218, 342

debt disguised by, 104, 183

defi ned, 218, 349

exercising, 218

historical perspective on, 209–210

investors short-changed by, 105

need for understanding, 209–210, 217

put, 218, 351

ordinary shares

defi ned, 41, 350

fi xed number of, 41

nominal value of, 42

over-the-counter (OTC) market

defi ned, 350

value investing in, 68–69

warrants on, 217

• P •
Paddypower spread-betting service, 70

palladium, 239. See also precious metals 

and diamonds

patents, valuing, 161, 294

payment date for dividends, 174

Payment Protection Insurance (PPI), 139

p/e ratio. See price/earnings ratio

penny shares, 350

pension fund liabilities

checking, 169–171

dangers of, 54

as hidden debts, 183–184

warning signs of trouble, 328–329

pension plans

breaching covenants, 170

capital gains tax considerations, 86

FRS-17 requirements, 169–171, 294

takeover issues for, 153

Personal Equity Plans (PEPs), 32, 69

petroleum. See oil

platinum, 238–239. See also precious 

metals and diamonds

Platts, 227

points, defi ned, 60

portfolio allocation. See asset allocation

portfolios online, dummy, 87–88, 160

pound cost averaging, 350

PPI (Payment Protection Insurance), 139

precious metals and diamonds. See also 

commodities

as exceptions to the cyclical 

process, 223

exchange-traded funds for, 237–238, 240

fi nding price information for, 

236–237, 241

gold certifi cates, 237

gold collectable coins, 240–241

silver, platinum, and palladium, 

238–240

unpredictability of gold’s value, 

235–236

precipice bond clauses, 262–263

preference shares

debt disguised by, 104, 183

defi ned, 43, 350

investors short-changed by, 105

premium, defi ned, 350

Premium Bonds, 109

pre-tax profi ts, 27

price alerts, 175

price to book value (PTBV), 97, 160, 299
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price/earnings ratio (p/e ratio)

average, 28

avoiding traps, 91–92, 94

below sector average, but rising, 332

in comparison charts, 203, 204, 205

defi ned, 27, 350

dividends related to, 83, 98

errors and distortions in, 90–91

for ex-growth companies, 27

historical or trailing, 29, 90–91

importance of, 310

investor confi dence shown by, 27

prospective or forward, 29, 95

researching reasons for, 92–94

as risk indicator, 81–82

for sectors, 82–83

too good to be true rule for, 91

transport company examples, 92–94

valuing companies without earnings, 

94–95

profi t and loss statement

dividend earnings per share on, 297

dividends per ordinary share on, 296

earnings per share from continuing 

operations on, 297

example, 295–296

Group Income Statement, 295–296

group operating profi t on, 296

need for understanding, 312

net operating expenses on, 296

profi t for the year for continuing 

operations on, 296

revenue, income, or turnover on, 295

profi t point, 158

profi ts. See also dividends

defi ned, 25

investing in companies lacking, 26

pre-tax, 27

stagnant or falling, 324

valuing companies lacking, 94–95, 

157–160

property

bought to prevent competition, 98

land banks, 165–167

with licensed trade, 168–169

valuing, 165–167

prospective or forward p/e ratio, 29, 95

psychology, mass, 188–189. See also 

technical analysis

PTBV (price to book value), 97, 160, 299

pub properties, 168–169

public limited companies (plcs), 17–18

put options, 218, 351. See also options

put warrants, 217

• Q •
qualifi ed accounts, 330

• R •
rating agencies, 351

rating systems for bonds, 115–116, 

126–127

Reagan, Ronald (US president), 55

real estate. See property

Real Estate Investment Trusts (REITs), 

168–169

record date for dividends, 174

redemption date, 109, 110, 351

regulatory announcements

amusing content in, 151

Appointment of Administrator example, 

147–148

auditor changes, 330

for changes to controlling 

shareholdings, 152

fi nding RNS reports, 145

FSA safeguards for, 154–156

Holdings in Company example, 146

importance of, 271–272

Issue of Debt example, 146

journalists’ responsibilities, 154–156
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371371 Index

online resources, 272

policing and enforcement of, 144, 145

RNS regulations for, 145

situations requiring, 144

from Subsea Resources, 147–148

Suspension of Shares example, 147

takeover indications in, 164

typical RNS announcements, 145–146

using to your advantage, 150–152

Regulatory News Service (RNS). See also 

regulatory announcements

company accounts from, 292

defi ned, 351

statements not required made through, 

149–152

statutory announcements online, 

271–272

takeover indications in 

announcements, 164

typical announcements, 145–146

website, 145

REITs (Real Estate Investment Trusts), 

168–169

Remember icon, 7

resistance levels, 190, 191, 192–193

retained earnings, 300

Reuters, debt breakdowns from, 105

revenue. See also turnover

income types affecting, 26

in profi t and loss statement, 295

rights issues

balance sheet refl ecting, 104

defi ned, 42, 103, 351

overview, 103–104

rising fl oors, 192–193

risk

benefi ts of mature industries, 84

with corporate bonds, 121–122

currency, with foreign investments, 

206–207

fi nding stocks to fi t your profi le, 84

with government bonds, 107–108, 

109, 113

with junk bonds, 124–127

p/e ratio as indicator, 81–83

tailoring to your circumstance, 80, 322

with takeovers, 163

RNS. See Regulatory News Service

Rules Governing the Substantial 

Acquisition of Shares, 153

• S •
Sainsbury

limits on power of, 98

property owned by, 98, 165, 166

S&P 500, 351

scrip issues, 177–178, 305, 309, 351

sectors

allocation of shares to, 45–46

consolidation in, 163

dividend yields for, 83–84, 99–100

Far East, 46

for growth industries, 46–47

high-tech, 47

for mature industries, 46

methods of defi ning, 45

for middle-ground industries, 47

overview, 45–47

p/e ratio for share below average, but 

rising, 332

p/e ratios for, 82–83

troubled, 326–327

unit trusts for, 250

variations for companies within, 84

securities, defi ned, 352

SEDOL, 245–246, 352

selling shares. See also share prices

challenges involved in, 88–89

after takeover offers, 164

trailing stop-loss for, 89

warning signs of trouble, 323–330
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sentiment, defi ned, 59

settlement, defi ned, 352

share certifi cates

changes since the 1980s, 14, 15

with nominee accounts, 15, 349

share prices

below 200-day moving average, 325

bid price, 24

checking fi ve-year period for, 309

closing price, 25

consolidation issues raising, 178, 343

daily price movement, 24–25

dead cat bounce, 179, 343

ex-dividend price fall, 174–175, 311

falling knives, 179

fractions in, 24

highest and lowest, 25

holidays’ effect on, 34

information offered by newspapers, 

33–34

limitations of, 34–36

offer price, 24, 349

opportunities, clues for, 331–339

overview, 22–24

performance charts for, 87

reasons for fl uctuations, 34–35

as reliable indicators, 79

scrip issues lowering, 177–178, 309, 351

trade price, 24

unfairly devastated, 336–337

usefulness of, 36

warning signs of trouble, 323–330

share-fi ltering systems, 69

shareholders

equity on balance sheet, 300

of insolvent companies, 17–18, 101

Shares magazine, 246

shares or stocks. See also share prices; 

technical analysis

avoiding emotional ties to, 89

‘B’ shares, 43

bonds compared to, 106, 107–108

bonus share distributions, 176–177

buying, 87–88

cash compared to, 105–106

certifi cates for, 14, 15, 349

common mistakes to avoid, 173–183

currency-related opportunities, 

338–339

debt ratio considerations, 101–105

defi ned, 41, 352

direct ownership of, 74–75

dividend considerations, 98–101

fi nancial pages information on, 85–86

free fl oat, 154, 180–181, 345

fundamental analysis, 189, 191

further information, 79

guaranteed income bonds versus, 261

market capitalisation issues, 95–98

nominee accounts for, 75–76

opportunities, clues for, 331–339

ordinary, 41–42, 350

overview, 41–43

p/e ratio considerations, 89–95

pension fund investment in, 169–171

power of company ownership, 41

preference shares, 43, 104, 183, 350

rights issue, 42, 103–104, 351

risk issues, 80–84

scale of approval for, 288

selling, 88–89

warning signs of trouble, 323–330

Shari’a law issues, 76, 131

Shaw, George Bernard (playwright), 19

shorting

asset allocation considerations, 321

bear raids, 185

dangers of, 184–185, 321

defi ned, 184, 352

fi nding information on, 185–186

by hedge funds, 186, 257

impact on stock behaviour, 63, 185

overview, 63

rationalisation for, 184
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373373 Index

silver, 238, 239. See also precious metals 

and diamonds

soft commodities. See food commodities

South China Morning Post, 286

special dividends, 176

splits (scrip issues), 177–178, 305, 

309, 351

spot price for commodities, 227

stamp duty, 352

Standard & Poor bond ratings, 115–116, 

126–127

statistics. See also specifi c kinds

daily price movement, 24–25

dividends overview, 31–33

limitations of, 34–36, 80, 86

market capitalisation overview, 29–30

price/earnings ratio overview, 27–29

profi ts, 25–27

relating to the context, 22, 33–36

risk indicators, 81–84

share prices overview, 22–24

too good to be true rule for, 22, 91, 178

statutory announcements. See 

regulatory announcements

Stock Exchange Daily Offi cial List code 

(SEDOL), 245–246, 352

stock market

Big Bang revolution (1986), 15, 38, 

39, 67

business cycle’s effect on, 56–58

buzzwords, 58–60

common mistakes to avoid, 173–183

complexity of, 37, 38–39

crisis of 2007/2008, 28, 255–256

electronic exchanges, 38–39

emerging markets, 202

EuroNext exchange, 38–39

fi nancial institutions out-performed by, 

19–20

FTSE indicators, 40–41

holidays’ effect on, 34

macro-economic infl uences, 51–56

panic of October 1987, 34

reasons for fl uctuations, 34–35

regulatory bodies, 38, 40

relating numbers to context, 43–44

shorting’s impact on, 63

thinking ahead of the curve, 51

stock splits (scrip issues), 177–178, 305, 

309, 351

stockbrokers

activities after market closes, 25

buying bonds through, 114

changes since the 1980s, 13–15

defi ned, 342

improved recommendations from, 333

stockbroker’s analysts

changes since the 1980s, 14, 15

reports, 287–289

Stockcharts forum, 189, 194

stocks. See shares or stocks

stoozing, 136

stop-loss

defi ned, 352

ex-dividend date issues, 175

trailing, 89, 175

structured products, 352

Subsea Resources, 147–148

Sun, 44

Sunday Telegraph, 135

supercycle theory for commodities, 

223–224

supermarkets

limits on power of, 98

property owned by, 98, 165–166

support levels, 192–193

swaps. See also derivatives

• T •
takeover

cash fl ow statement indications of, 303

fi nding information about 

possibilities, 164
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takeover (continued)

kinds of, 162–163

regulatory announcements prior to, 

150–152

risks with, 163

rules for, 152–154

Rules Governing the Substantial 

Acquisition of Shares, 153

weighing the potential for, 162–164, 337

taxes

asset allocation considerations, 317

on capital gains, 86, 115, 342

cash investment issues, 130–131

depreciation issues, 165

with direct ownership, 74

dividend considerations, 99

on GIB returns, 262

on gilts, 115

investment decisions based on, 86

technical analysis

breakouts, 191–192

ceilings, 192–193

charting share price performance, 87

checking decisions using charts, 

194–196

chiropractic compared to, 187–188

defi ned, 353

double bottom pattern, 192

double top pattern, 190–191

Elliott Wave theory, 194

greed/fear mass psychology in, 188–189

head and shoulders pattern, 191–192

online resources for charts, 50, 71, 195

resistance levels, 190, 191, 192–193

rising fl oors, 192–193

Stockcharts forum, 189, 194

support levels, 192–193

triangle pattern, 193–194

viewing charts realistically, 189

technical breakthrough by company, 338

Technical Stuff icon, 7

technology sectors. See high-tech 

sectors

television, fi nancial news on, 44

term or notice accounts, 132

Tesco

free fl oat, 181

limits on power of, 98

property owned by, 98, 165, 166

TFC Charts, 195, 228, 242

Thisismoney website, 274–275

TIDM, 245–246, 353

Times

cash investment information from, 135

commodities information in, 224

Tip icon, 7

tipsheets and newsletters, 289–290

too good to be true rule, 22, 91, 178

tracker funds. See also exchange-traded 

funds (ETFs)

benefi ts of, 245

for commodities, 220–221

defi ned, 48, 353

dividends lacking for, 48

for FTSE-100 index, 49, 334

management charges low for, 48

overview, 48–49

structured products, 352

trade price, 24

trading on margin, 211, 213

trailing or historical p/e ratio, 29, 90–91

trailing stop-loss, 89, 175

transaction costs

changes since the 1980s, 14

for exchange-traded funds, 201

for international investments, 200

LTBH strategy affected by, 67

triangle pattern, 193–194

Trustnet website

corporate bond information on, 124

Fund Manager News section, 248

managed funds on, 246
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overview, 276–278

unit trust information on, 249, 250

trusts

asset allocation for, 320

‘blind’, 76

child trust funds, 132

defi ned, 76, 353

investment trusts, 16, 252–254, 347

OEICs, 251

for Shari’a law compliance, 76

UCITs, 251

unit trusts, 248–250, 353

uses for, 76

turnover. See also revenue

defi ned, 25

in profi t and loss statement, 295

for valuing companies without 

profi ts, 158

TV, fi nancial news on, 44

• U •
UCITs (Undertakings for Collective 

Investment in Transferable 

Securities), 251

UK Coal, property owned by, 166–167

underwriting, 353

unemployment, in business cycle, 57–58

unit trusts

asset allocation for, 320

defi ned, 353

fees, 249

fi nding price information for, 250

idea behind, 248

investment trusts versus, 248, 252, 254

prices typical for, 249

for sectors, 250

United Nations Conference on Trade and 

Development (Unctad), 225

uranium, 242

utility companies

changes since the 1990s, 47

dividends from, 73

low p/e ratios for, 27

share price fl uctuations for, 87

• V •
value investing

defi ned, 353

importance of debt in, 104–105

overview, 68–69

valuing companies. See also market 

capitalisation

accepting the market value, 156, 157

checking pension liabilities, 169–171

fi xed asset valuations, 165–169

guesswork involved in, 156

intangible assets, 161–162, 294

opportunities, clues for, 331–339

price to book value (PTBV), 97, 160

spotting hidden debts, 183–184

unfairly devastated share prices, 

336–337

weighing takeover potential, 

162–164, 337

without earnings, 94–95, 157–160

Virtual Trader website, 87

volatility. See also risk

defi ned, 354

indices as creators of, 49

of investment trusts, 254

• W •
Wall Street Journal, 50, 285

War Loan bonds, 109

Warning! icon, 8

warrants. See also derivatives

debt disguised by, 104

defi ned, 216, 354

exercising, 216–217
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warrants (continued)

expiration date, 216

fi nding, 217

investors short-changed by, 105, 217

kinds of, 217

overview, 216–217

Web resources. See online resources

West Texas Intermediate (WTI), 232

What Investment? magazine, 246

World Gold Council, 224–225

World Newspapers website, 286

• X •
X-Rates charts, 195

• Y •
Yahoo! website

corporate bond information on, 124

dummy portfolios using, 87

foreign company information on, 205

index information on, 50

yield. See also dividend yields

of bonds, 110, 111, 112, 113, 121–122

defi ned, 354

high-yield bonds (junk bonds), 

124–127, 347

yield curve, 112, 354
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