
P1: JYS
ind JWBT152-Friedentag July 25, 2009 14:24 Printer: Courier Westford

Index

A

Accountant’s opinion statement, 60
Account problems, 127
Accounts receivable, 62
Accounts receivable to sales ratio, 61
Accrued payrolls/pensions, 62
Accumulation plan, usage, 155
Active money, 135
Advanced investing/goal setting, 131
After-tax equity, increase, 261
Against the Gods (Bernstein), 295–296
All or None orders, 124
American Institute of Certified Public

Accountants (AICPA),
Opinions, 64

American Radiator, stock purchase
(safety), 5

American Rolling Mill, stock purchase
(safety), 5

American Stock Exchange (AMEX), 71
Annualized percentage, calculation,

231, 259
Annualized rates of return,

computation, 239
Annual meetings, 67–68
Annual reports, 53

charts/graphs/photographs,
examination, 65–66

details, 63–65
example, 65
information, discernment, 60
reading, 59–66

Ansbacher, Max, 298
Anxiety, 29

capitalization, 162–163

Ask, definition, 194
Assets

allocation, 18–19, 42
buying opportunities, 17
defining, 61

Astor, John Jacob, 290
At-the-money option

example, 185
price, 234
sale, 211
strike price, 187

At-the-money stock price, 199
At-the-money writing, 231

B

Balance, discovery, 19–22
Balance sheet, examination, 61–62
Bank of England, rate cuts, 9
Bankruptcy, understanding, 164–166
Bankruptcy Code, protection filings,

164
Bank trust officer, salesperson status,

133
Barron’s (newspaper)

industry/sub-industry list, 150
price information, 275–276
usage, 56

Baruch, Bernard, 137
Bear market

buying opportunity, 43
definition, 29
stock purchase, avoidance, 27

Bear market (2008), 8–9
Behavioral finance, 6–7
Bernanke, Ben S., 8, 75
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Bernstein, Peter L., 295–296
Bid, definition, 194
Bid-ask spread, 102
Bittman, James, 297
Blue chip stocks, 43

shares, buying, 275
Bonds, stocks (contrast), 80–81
Book value, payment acceptance, 145
Borrowing, principles, 222
Bottom fishing, 55, 69
Brokerage firms

cash deposit, SEC minimum initial
equity requirement, 218–219

customer assignation, first-in
first-out basis, 186–187

lending percentage, 220
websites, 55

Broker call rate, 220
percentages, addition, 221

Brokers
commissions, 116
computer, usage, 125

Buffett, Warren E., 142–143, 162–163,
295

Bull market
definition, 29
performance, 54

Business
cycle, 74

recessions/depressions, impact,
15

investment consideration, 166–168
risk, 21, 139
status, 54

BusinessWeek (magazine), usage,
56–57, 89, 93–94

Buy and hold (investment strategy),
85

Buyback, determination, 245
Buy low/sell high philosophy, 98–99
Buy orders, entry, 123
Buy-write strategy, 237–239

C

Calendar date, example, 243t
Call money, 220

Call option (calls), 172
buying, 262–263
preference, 174
selling, 262–263

reasons, 183–186
writing, application, 183–184

Capital asset, 247
Capital gains, 181

bank, 252–253
conversion, 224
definition, 248
maximization, 227

Capitalization, 281
Capital loss, 248

bank, 252–253
carry-forward, 248

Capital management, 281
Cash

account, real/paper loss, 219–220
dividend, 201
inflation, impact, 138
premium

calculation, 187
receipt, 211

Cash flow, increase, 181–182
Changing Times (magazine), 182
Chapter 7 bankruptcy, 165
Chapter 11 bankruptcy, 165–166
Chicago Board Options Exchange

(CBOE)
literature/quotes, 275–276
options trading rule, 234

Circuit City, bankruptcy, 164
Citicorp

cost basis, reduction, 292
financial history, 289–291

Citigroup
dividend chart, 294f
investment, 289
option premiums, 293f
Travelers, merger, 290

City Bank of New York, 289
Collateral, creditor holding, 166
Commissions

costs, 99–100
payment, 264
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Common-sense stock selection,
factors, 49–50

Common stocks
examples, 200–201
Graham investment, 144
indefinite holding, 178
investment, profitability, 150
market price, 200
ownership, 216
purchase, 216
risk/reward, 141

Companies
DRPs, advantages, 109
internal affairs, focus, 145
net profits, share distribution, 106
stocks

buying, 161–162
portfolio, diversification, 216

Completed trade reports, 123
Composite tape, 124
Compounding, importance, 137–138
Compounding effect, 108

dividend reinvestment plans,
relationship, 110

Conservative investments, borrowing,
222

Consolidated financial statements,
notes, 61

Contrarian indicators, 94
Contrarian investing, 48, 88

opportunities, 154
tools, 89

Contrarian Investment Club, 269
history, 291–294

Corporate dividends, information,
73

Corporations
debt, future growth, 217
earnings per share, 60

Cost basis, 248
Cost of living, increase, 23
Covered call option, 180

return, increase, 243
selling, 235–237

option income approach, 227
value, 292

steps, 189
writer, shares delivery, 210–211
writing, 182

Covered calls
limitation, 244
premiums, usage, 236
program, initiation, 198–199
sale, reason, 204
strategy, 183

example, 232
usage, 227–228
writer, profits, 211
writing, 183

benefits, 180
Covered option writing, fundamentals

(understanding), 184
Covered writer, 180–181
Credit balance, 222
Credit crunch, 8
Credit freeze, term (usage), 7
Crowds, madness, 90–92

(1994), 90–91
(2008), 91–92
return, 284–286

Current accounts, 62

D

Day order, 123–124
Dead money, 135–136
Debit balance, 222

decrease, expired options/dividends
(impact), 223

increase, market interest (impact),
223

Debt-equity ratio, calculation, 167
Debt restructuring, 165
Debt structure, level, 49
Debt-to-equity ratios, acceptance, 144
Deep-in-the-money option sale, 259
Depressions, 15

negatives, 16–17
occurrence, 16

Discipline, 281, 286
value, 35–36

Discount broker, usage (reasons),
121–122
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Discounted investment information,
128–129

Diversification, 21, 41–42, 281
industry category, 150–153
providing, 227

Diversified portfolio, borrowing, 222
Diversity, maintenance, 143
Dividend income stock investing,

selection criteria, 50
Dividend reinvestment plans (DRPs),

105–107
compounding effect, relationship,

110
dividend dependence, 112
dollar cost averaging, relationship,

107–108
investor advantages, 108–109

Dividends
capital gains conversion, 224
crediting, 126
declaration, 73
discussion, 110–112
growth, impact, 81
impact, 201
information, examination, 72
nondeductibility, 106
payment, 49, 105
yield, 46, 106

inclusion, 189
Dollar-cost averaging

dividend reinvesting plans,
relationship, 107–108

reliability, 155–157
usage, 154–155

Dollar loss, realization (example), 185
Dow Jones Industrial Average (DJIA),

12
decrease, 30
stocks, 118–120

Dow Jones Industry group
components, 150–153

Dow Jones Utility Average, change, 94
Downside break, protection

(absence), 193
Downside risk

hedging, 182
offsetting, 236

E

Earned income, 248
Earnings growth, 68–69

Graham research, 144
Earnings reports, availability, 73
Economic downturn, experience, 216
Economic growth (balance),

recession/depression (impact),
17

Economic indicators, 76–77
Economic recessions/recoveries,

cycles, 163
Economic risk, 139
Economy

guide, 74–76
shape, 282–283
status, 54
unwinding, 16–17

Efficient market theory, 6–7
belief, avoidance, 144

Elder, Alexander, 295
Emotions, control (failure), 280
Equity

calculation, 222
decrease

absence, 261
margin interest, impact, 223

holdings, periodic review, 242–245
increase, expired options/dividends

(impact), 223
Essays of Warren Buffett (Buffett),

295
Euphoria, capitalization, 162–163
European Central Bank, rate cuts, 9
Evidence, burying, 93
Exchange listed options, usage, 182
Ex-dividend date, 184
Exercise outcome, 250
Exercise price, 173

stock value, relationship, 277
Expiration

cycle, 273
outcome, 250
stock price, 257

Expiration date, 172, 173, 178, 273
examples, 243t, 244t
indication, 194
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Extraordinary, term (usage), 61
Extraordinary Popular Delusions

and the Madness of Crowds

(Mackay), 90, 284, 297

F

Fad stocks, 193
Fear, 280

defining, 29–31
recession/depression production, 17
risk, impact, 83–85

Federal Reserve, rate cuts, 9
52-week high/low, examination, 71
Financial Accounting Standards Board

(FASB), financial report
guidelines, 60

Financial condition, changes, 63
Financial failure, 132–134

causes, 133
Financial investment, long-term risk,

20
Financial news, reading process, 71
Financial websites, 55
Financial World (magazine), usage, 56
First Bank of the United States (FNB),

289–290
Fiscal responsibility, 216
Fisk, Jr., James, 30
Flat market, annualized returns

(example), 244t
Fooled by Randomness (Taleb), 296
Footnotes (annual report), 63
Forbes (magazine), usage, 56, 57, 120
Form 10-K, information, 61
Fortune (magazine), usage, 56
Frank, Al, 296
Fundamental analysis, 86, 87
Fundamental data, usage, 143
Fungibility, 179

definition, 248
importance, 260
usage, 212

Fungible
importance, 260
term, usage, 248

Fungible action, 212
Future stock value, 244

G

Generally accepted accounting
principles (GAAP), 60

Getting Started in Options

(Thomsett), 297
Glass-Steagall Act (1933), 290
Goals

money/return/time, combination,
134–135

setting, 131–132
Good until canceled (GTC), 123–124

limit price, 124
Gould, Jay, 30
Graham, Benjamin (value investor),

143–145, 296
intrinsic value, introduction, 163
modified policies, 144–145

Great depression, lessons, 9
Greed, impact, 280
Gross national product (GNP), growth,

24
Growth stocks, 43

investing, 48–49

H

Higgins, John, 4
High, definition, 194
High flyer stock, 189
Hope, impact, 280
Hulbert, Mark, 58

I

If-exercised basis, 205
Income statement, 60
Income taxes payable, 63
Indexing methods, avoidance, 144
Industry diversification, 150–153
Inflation

arrival, 81
examination, 74–75
growth-oriented stocks,

relationship, 38
impact, 38–39
problem, 39
risk, 20, 138
trends, importance, 284

Insider information, 95–96
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Insider trading, 11–12
legality, 96–97

Institutional holdings, amount, 49
Intangibles, 62
Intelligent Investor, The (Graham),

296
Interest

calculation, 221
crediting, 126
risk, 138

Interest rates
examination, 75
impact, 201
risk, occurrence, 20–21
stock prices, relationship, 28

International Gold Bullion Exchange,
Chapter 7 bankruptcy, 165

Internet option chain tables, reading,
238

Internet order, transaction, 128
In-the-money LEAPS, sale, 272
In-the-money option, 185

closing, example, 209
example, 185–186
price, 233
time value, decrease, 206

In-the-money writing, 231
Intrinsic value, 187

absence, 199
calculation, 199
determination, 167
example, 200
Graham introduction, 163

Inventories, examination, 61
Investment Advisers Act (1940), 121
Investment (investing)

advice, 115–116, 168–169
quality, absence, 133

arrangement, 50–52
art, 79
books, resources, 295–297
capacity, 20
categories, listing, 41
clubs, usage, 58–59
confidence, 15
considerations, 100–101, 167–169

covered call options, steps, 189
decisions, questions, 54–55
defining, 18, 29–31
definitions, 247–249
discipline, 35–36

absence, 132
diversification, 41–42
fear, 1
gambling, relationship, 34–35
guidelines, 159
history, example, 10–13
income objective, 41
information

discounting, 128–129
links, 298–299
sources, 55–57

knowledge, stock market (profit),
6

news, 286–287
perception, importance, 162
plan, preparation, 38
portfolio, initiation, 82
principles, 161
process, overview, 37
profit (increase), margin (usage),

219
realities, 159
reasons, 114, 279
resources, 295
risk, 138–139

avoidance, 82–83
recognition, 19

safety, 110
strategic factors, 22–23
strategies, 85–88
unmodified policies, 143–144

Investment Policy Statement, 35
Investors

behavior, understanding, 6–7
dollar loss, 18
fear, 1

absence, 204
investment advice, 114
long-term goal, 19
losers, traits, 281–282
payment, receipt, 126
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professionals, competition, 25–26
risk, 160–161
securities, receipt, 126
types, 285–286
winners, traits, 281

Investor’s Business Daily

(newspaper)
option listing, 207
price information, 275–276
usage, 56

Investors Intelligence (newsletter),
usage, 94

It-doesn’t-exist risk, 83

J

Jobless necessity, 1

K

Kennecot, stock purchase (safety), 4
Kiplinger’s Personal Finance, usage,

55
Kmart, reorganization, 165
Kroc, Ray, 134–135

L

Lagging indicators, 67
Last bid, 194
LEAPS. See Long-term equity

anticipation securities
Lefevre, Edwin, 296
Lehman, Richard, 297
Lehman Brothers, bankruptcy, 164
Liabilities, defining, 61
Limit orders, 123–124, 147

control, 148–149
Liquidity, 21

examination, 75
increase, 182

Listed options, 173
Listed securities option, 173
Loaded mutual funds, charges, 101
Loafing money, 135–136
Long-term, holding period, 248, 249
Long-term capital

appreciation/income, increase,
227

Long-term debt, 63
shareholder equity, comparison, 62

Long-term equity anticipation
securities (LEAPS), 269

contracts, examples, 276–277
exchange listing, 271
investor opportunities, 278
pricing, 271–273
symbols, 273–278
usage, 271

Long-term equity anticipation
securities (LEAPS) options

availability, determination, 271
longer-term usage, 270–271
market, investor opportunities, 270
value, 269

Long-term gains/losses, totaling, 249
Long-term option, sale, 202
Losers, sale, 153–154
Losers (investors), traits, 281–282
Loss carryover account, value, 259
Low, definition, 194
Low P/E investing, 46–48
Low P/E ratio, usage, 143
Low-priced stocks, margin

percentages, 218

M

Mackay, Charles, 90, 284, 297
Maintenance call, 224
Management fees, 100
Margin, 191–192, 215

advantages, 217–218
buying power, brokerage report,

221
call, 224, 281, 282
debt, callable characteristic, 218
defining, 192
ideas/terminology, 222–223
interest, 220–221

calculation, 221
impact, 223
payment, 264

mortgage, comparison, 215–216
percentages, placement, 218
principles, 222
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Margin (Continued )
rates, interest rates (comparison),

221
reputation, 216–217
requirements, 218
rewards, 217
usage

application, speed/ease, 218
benefits, 221
profit impact, 219

Margin account, 215
buying power, relationship, 218–219
consolidation, ease, 220–221
equity, calculation, 223
maintenance, 219–220
net profit, realization, 220
opening, 222
street name, 219

Margin loan
interest, tax deductibility, 215
interest rates, prime interest rate

(comparison), 218
open-ended characteristic, 217, 219

Markets
anxiety, 32–33
attention, 281
declines, 7
down phase, buying (necessity), 162
movements, changes, 7
order, 147

dangers, 148
usage, 147–148

prediction attempt, avoidance,
160–162

price fluctuations, 223
risk, 20, 139
status, 54
timing, 81–82
volatility, 21

risk, reduction, 161–162
Market value, definition, 222
Mark to the market, 222
McMillan, Lawrence, 297
Member firms, margin requirements,

218
Merck & Company, Inc., LEAPS

symbols, 273

Mitchell, Charles E., 290
Momentum investing, 86
Monetary policy, examination, 75
Monetary risk tolerance, 21
Money

borrowing, 216
categories, 135–136
rates, investigation, 220
return/time, combination, 134–135
time, combination, 287
trends, importance, 284

Money (magazine), usage, 55
Money market investment, 181
Morgan, J.P., 290
Mortgage meltdown, term (usage), 7
Municipal bonds, usage, 217
Mutual funds, 12

stocks, number, 161

N

Naked option writing, 198
National Association of Securities

Dealers Automated Quotation
System (NASDAQ), 71

National Bureau of Economic
Research (NBER), recession
data, 7

Net asset value (NAV), example, 102
Net capital losses, usage, 249
Net cash, receipt, 257
Net nontaxable gain, receipt, 261
Net profit, realization, 220
New Insights on Covered Call Writing

(Lehman/McMillan), 297
New issues, avoidance, 144
New Options Market, The

(Ansbacher), 298
Newsweek (magazine), usage, 89, 93
New York Central, stock purchase

(safety), 5
New York Stock Exchange (NYSE),

71
company stocks, investment, 141
stock listing, 59
value, decrease, 2

New York Times (newspaper), usage,
89
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No-load mutual funds, transaction
fees, 102

Nondiversification risk, 83
Notes to consolidated financial

statements, 61

O

Obama, Barack, 8
Odd lot on sale, entry, 125
Odd lot orders, 124–125
Odd-lots, charges, 125
Offset (accounting), 248
Offset (options), 248
Offsetting option, purchasing, 250
O’Neil, William, 207
Open bidding market, stock trading,

146
Opening sell, control, 257
Opening transaction, 250
Open interest, 178, 194
Optionable stock, 181
Option income portfolio

advantage, proof, 240–241
annual return, 235
asset base, 230
brokerage, assistance, 229
buy-write strategy, 237–239
follow-up action, 241
intrinsic value, 238
management, 227
procedure, 263–266
research, 228
review, 245–246
risk management, learning,

228–229
stock selection, 235
taxes, relationship, 249–250
tax shelter, 247
time value, 230
trading plan, creation, 228
writing, possibilities, 231–233

Option premiums received category,
257

Options, 171. See also Stock options
accounts, size, 229
assignment, delivery, 251
books, resources, 297–298

business, 172–173
buyback, advice, 256
buyers, 240

investor record, 94
buying

initiation, 182–183
orders, 173–174
profit opportunities, 191

buy to close, 172–173
commission costs, 179
commission expense, 237
defining, 171
discipline, 198
diversification, 198
exchanges, 299

existence, 175
exercise, 186–187, 256

advantage, 259
exercise price, 182
function, 175–176
fundamentals, 187–191
gambling, perception, 191
history, 174–175
information, 194
interest rates, impact, 201
investment method, 194–195
KISS strategy, 197–198
maturity months, 238
maximum life, 209
opportunities, 190
outcomes, 188–189
portfolios, creation, 227
position, liquidation, 267
potential returns, 197
pricing, 199–201
profitability, 203
profits, probability, 191
questions/answers, 181–182
quotation page, reading, 238
quotes, 194

computer/terminal, usage, 209
example, 243t
information, 232

risk, 188
selection

difficulty, 233
formula, 239–240
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Options (Continued )
sellers

advantages, 267
market familiarity, 190

selling, 194–195, 229, 239
absence, reasons, 267–268
initiation, 182–183
investor objections, 230
orders, 173–174
profit opportunities, 191
risk, 180

standard operating procedures, 255
strategy, 180–181

complexity, 181
strike price, impact, 211
symbols, 209–211

example, 210
time premium, 193
time to expiration period, 176
time value, earnings, 206
trading, commissions, 237
usage, 191–192

method, 211–213
valuation

example, 178
factors, 176–179

value, market price, 256
versatility, 175
writers, 172

obligation termination ability, 173
risk acceptance, 205

Options: Essential Concepts (Options
Institute), 298

Options as a Strategic Investment

(McMillan), 297
Options Clearing Corporation (OCC),

173
company selection, 175
exercise notices, 210
procedures, requirements, 260

Options Client Agreement and
Approval Form, 182

Options contract
closing transaction, 250
definition, 178
elements, 173
examination, 270

involvement, 174
outcomes, 250

Options expiration
date, 199, 209

definition, 210
months, 210
worth, 189
worthlessness, 190

Options for the Stock Investor

(Bittman), 297
Options Institute, The, 298
Options premiums, 177–178

calculation, 199
cash dividends, impact, 201
cash price exchange, 179
local paper format, example, 208
quotations, investigation, 205–206
time value, 199
understanding, 207–209

Options price
fluctuation, 212
in-the-money portion, 187
types, 233–234

Options writing. See Naked option
writing

action, 206
buy-write investment strategy, 237
goal, 190
length, determination, 202
option selection, 233–234

Out-of-the-money option, 185
closing, example, 209
example, 186
price, 234
sale, 211
strike price, 187

Out-of-the-money stock price, 199
Out-of-the-money writing, 231
Over-the-counter (OTC) stocks,

reporting, 72

P

Paid-in capital, 63
Panic, avoidance, 160
Par value, 63
Patents, 62
Paulson, Henry, 8
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Pecora hearings, 290
Pennsylvania, stock purchase (safety),

5
Penny stocks, 44

avoidance, 144
Performance

future/past relationship, 47
records, 100

Personal purchases, margin (usage),
224–225

Pfizer, stock (example), 264–267
Phone order, transaction, 127–128
Pilgrim’s Pride, Chapter 11 bankruptcy

protection, 164
Planned strategy, 281, 282
Political risk, 139
Portfolio

construction, 141
diversification, 160

stocks, numbering, 161
equity holdings, periodic review,

242–245
financials, 223
flexibility, 40
initiation, 82
leverage, margin buying (impact),

217
management guidelines, 150–155
valuation, 223
value, margin value (contrast), 219

Premiums, 172, 173
hunting, 192
problems, avoidance, 192–193
quotations, 273
strike price, relationship, 203
variation, 179

Pretax profit margin, increase, 49
Previous close, 194
Price-earnings (P/E) multiple, 50
Price-earnings (P/E) ratio, 45–46

discovery, 46
examination, 72

Price movements, opportunity,
173–174

Price quotations, 273
Probable outcomes, 6
Procedures, understanding, 122–129

Procrastination risk, 83
Professionals

advantage, 92–95
investments, 145–146
stock selection process, 142–143

Profit margins, calculation, 167
Profits

impact, 163
investment knowledge/stock

market, combination, 6
investment losses, 27

Property, plant, and equipment
(PP&E), 62

Prudent Speculator, The (Frank), 296
Published option premiums,

understanding, 207–209
Pullman, stock purchase (safety), 4
Put and Call Brokers and Dealers

Association, rules/standards,
174

Put-call, indication, 194
Put-call ratios, 193
Put contracts, call contracts (division),

193
Put option, 172

preference, 174

Q

Quality stocks, buying, 153
Quarterly report, 66
Quotation page, reading, 238

R

Random walk theory, belief
(avoidance), 144

Real GDP, decrease, 16
Realized profit, 248
Realized yearly net option premiums,

292
Recessions, 15

entry (NBER data), 7
fear, 32
initiation, 164
interest rates, increase, 9
negatives, 16–17
spending volume, decrease, 31
U.S. experience, 146
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Registered investment advisers (RIAs),
121

Relative earnings per share growth, 49
Reminiscences of a Stock Operator

(Lefevre), 296
Research, 53

value, absence, 116–118
Retail investors, existence, 232
Retained earnings, 63
Retirement assets, 41
Return, 136

money/time, combination, 134
rate, example, 137

Return on equity (ROE), calculation,
167

Return on stockholder equity, 49
Reverse stock split, initiation, 74
Reward, art, 79
Risk

acceptance, 205
art, 79
assessment, 21–22, 139–140
capital, 82
control, 281, 282
diversification, 42
factors, understanding, 20–21
ideas/principles, 140
management, 19

learning, 228–229
minimization, 227
personality, 20
potential, upside potential

(combination), 182
reduction

diversification, impact, 85
tool, 269

reward
contrast, 19–22
relationship, 139–140

tolerances, learning, 20
understanding/minimization, 84
wasted time, 140

Risk-return alternatives, usage, 182
Rockefeller, Sr., John D., 3–4

stock bargains, 5
Rosenwald, Julius, 4
Round-lots, odd-lot attachment

(charges), 125

S

Safekeeping services, usage, 125
Salesperson, investment adviser

(distinction difficulty), 133
Sales volume growth, identification,

145
Secondary stocks, 43
Securities

markets, information
(incorporation), 7

trading, U.S. history, 30
Securities and Exchange Commission

(SEC), SEC-regulated option
transactions, 175

Securities Investor Protection
Corporation (SIPC), 125

Self-management, importance, 12–13
Sell orders, entry, 123
Sell & Sell Short (Elder), 295
Settlement date, payment, 126–127
Settlement day, 126
Short Book on Options, The

(Wolfinger), 298
Short-term, holding period, 248
Short-term gains/losses, totaling, 249
Short-term profits/losses, 252
Small investors, investment timing,

134
Smoot-Hawley Tariff Act (1930), 9
Specialists, responsibility, 115
Standard & Poor’s Stock Guide,

usage, 56
Standard & Poor’s Stock Report, 93
Stillman, James, 290
Stockbrokerages, commissions, 237
Stockbrokers

necessity, requirements, 115–116
selection/interaction, 113

Stockholders, business owners, 166
Stock market

anxiety/euphoria, capitalization,
162–163

avoidance, 24
collapse (2008), 32–33
crash, 81
direction, DJIA indicators, 118–119
exit, necessity, 80
fire sale, 9
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gambler, association, 25
guide, 74–76
institutional investors, dominance,

79–80
investment knowledge (profit), 6
money, loss, 25
orders, timing, 123
rationality, 28
sale, 44
statements, classics, 89–90
stocks, levels, 43–44

Stock market crash (1929), 1
Black Tuesday, 30–31
developments, 3–4
employee problems, philanthropist

pledge, 4
examination, 2–6
investment trusts/trading

corporations, stock purchases,
3

NYSE value, decrease, 2
prices, decrease, 2
rallies, shortness, 2
selling spree, 3
stocks

safety, belief, 4–5
valuation, change, 5

Thursday (10/31/1929), 5–6
Tuesday (10/29/1929), 2–3
Wednesday (10/30/1929), 3–5

Stock market crash (1987), 117, 141
Black Monday (10/19/1987), 31–32
trading rule, change, 48

Stock market crash (2008), 7–8
Stock options

contract, premium (variation), 179
trading

information, 232
initiation, 234–235

Stock prices
concern, absence, 212–213
decrease, 26, 188, 258

example, 204
protection, 204

example, 263t
expiration level, 272
fluctuation, 212

volatility measure, 177, 201

increase, 188–189, 253, 259–262
example, 202
expectation, 203
strike price, relationship, 188

interest rates, relationship, 28
long-term trend, 82
movement, 176, 219–220
rationalization, 24–28
stability, 258
strike price, contrast, 176
value, contrast, 146

Stocks
adjusted sales basis, 259–260
asset investments, 42–43
avoidance, 47–48
bonds, contrast, 80–81
buy-and-hold analysis, 231
buying/purchase, 147–150

buy-write investment strategy,
237

commission costs, 99–100
research, 97

buy/sell/hold, decision, 97–100
certificates, endorsing, 126
current price, 177–179
cycle, 29
daily activity, importance, 27
decrease, impact, 220
dividends, information, 73
exchanges, 299
financial press information, 97
first purchase, example, 11–12
future value, 244
growth selection, 49
hold, research, 98
investment, 39–48

money, requirement, 26–27
simplicity/complexity, 142
sins, 39

levels, 43–44
long-term core, 23–28
losers, sale, 153–154
market price, decrease, 276
money, making, 102–103
objective value, absence, 45
option chain, examination, 235–236
out-of-pocket costs, reduction, 236
overvaluation, 284
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Stocks (Continued )
ownership, 178

volatility, 205
quality, determination, 205–206
rumors, 95–96
scarcity, 28
selection (picking), 53, 205

DRPs, usage, 109–110
formula, 239–240
summary, 68–69

selling/sale, 147–150
commission costs, 99–100
research, 97–98

split, information, 73–74
strike price, 177–179

attention, 206
symbols, 115–116, 122–123
ticker/quotation symbol, example,

210
trading

fluctuation, 45
limitation, 153

undervaluation, 284
value, exercise price (relationship),

177
worth, 45

Stop loss order, 147
avoidance, 149
investor insurance, 149–150

Strike
employment, stock price (impact),

272
indication, 194

Strike price, 172–173, 177–179, 183
attention, 206
codes, example, 210
determination, 193

process, 203–205
option, sale, 204
premium, relationship, 203
price per share, 184–185
stock price, contrast, 176, 188

Subprime mortgage sector, problems,
8

T

Takeover issues, 192–193
Taleb, Nassim Nicholas, 296

Taxes
avoidance, 248
deferral, 250–251
gains/losses, 251–252
minimization, 50–51
planning, knowledge

(requirements), 249–250
shelter program, usefulness, 252

Technical analysis, 86–87
Technical data, usage, 143
Technicians, 86
Thomsett, Michael C., 297
Time

horizon, 244
importance, 136–138
money, combination, 287
money/return, combination, 134
time value, relationship, 256–257
waste, 140

Time (magazine), usage, 89, 93
Time to expiration, 273
Time value, 177, 199

calculation, 199, 231
decrease, 206
determination, 202–203
example, 200
representation, 187
selling, 234–235
time, relationship, 256–257

Total return, 41, 69
Total stock holdings, limitation, 153
Trade press, usage, 57–58
Trade reports, completion, 123
Trading, limitation, 153
Transactions costs, comparison,

101–102
Treasury bills (T-bills), usage, 217
Trust, concept, 114
Tyson Foods, LEAPS symbols,

273–275

U

Underlying security, 176
option contract basis, 184
purchase, right, 184

Underwood-Elliot-Fisher, stock
purchase (safety), 5

Unearned income, 248
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Unemployment rate, increase, 7
recession/depression indicator,

16
Uninvested cash, investment choices,

9
Unit of trade, 272
Unit sales volume, increase, 49
Unrealized profit, 248
Unused losses, carrying, 261
Up/down targets, 244
U.S. consumer bankruptcy filings,

increase, 8

V

Value, stock price (contrast), 146
Value investing, 143, 163

consideration, 167
Value Line, usage, 56, 93
Vanderbilt, Cornelius, 30
Volatility

impact, 146
measure, 177
stock price fluctuation, 201

Volume 100s, examination, 72
Voting rights, 178

W

Wall Street
optimism, problems, 117
research value , absence, 116–118

Wall Street Journal (newspaper)
editors, stock selection, 118–119
industry/sub-industry lists, 150
investment results, 120–121
option listing, 207

example, 208
stock symbol display, 116
usage, 56, 89

Washington Mutual, bankruptcy, 164
Wasting asset, 178
When issued (wi), information, 74
Window-dressing, advantage, 93
Winners, traits, 281
Wolfinger, Mark, 298
Worth (magazine), usage, 56
Wriston, Walter, 290

Y

Yahoo finance page, example, 207
Year-to-year tax loss carryovers, 259
Yield, information (examination), 72
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