Contents at a Glance

JOEFOAUCEION «eeeeaeeeaaeeeeeeeeeennnaaaaeeeeeeeennnnnsaseeeeeeennnnnaes |

Part I: Getting Started Investing Online...............ccccceee. 7

Chapter 1: Getting Yourself Ready for Online Investing............cccevevverviiniieniienieenennns 9
Chapter 2: Getting Your PC Ready for Online Investing.........c.cccceeeveveeervienceeneenennnen. 35
Chapter 3: Choosing the Best Account Type for YOu .......ccccoocoviriiiiniinenineninieen, 65
Chapter 4: Connecting with an Online BroKer ............cc.ccociieee fcinieieneneseeceeens 93
Chapter 5: Getting It Done: How to Enter and Execute Trag<s........cccocevvvrrerrennnne. 121

Part 1I: Using Online Investment Rescuwrees ............... 145

Chapter 6: Why Stock Prices Rise and Fall........ R RN veererrennreeseeesteseeseesesssesne 147
Chapter 7: Connecting with Other Investors Onliiie ......oocooveiivininininieeeeee, 173
Chapter 8: Measuring Your Performance ............ccooeoeevieciiecieeieeeecee e 197
Chapter 9: Choosing an Asset AllOCatiON ... ....cccceviireereenieriienieereeteste st 217
Chapter 10: Finding and Buying Muttic! FUNAS .......ccceevieviiriiiniiiiierieeieeieseeseesieenne 233
Chapter 11: Finding and Buying Fxchange-Traded Funds........cocooiniiiiiinennnnnne. 253

Part 11I: Maximizing ivvestment Knowledage............... 271

Chapter 12: Putting Compazies Under the MiCroSCOPE .........cccecveeveevereenveneenieenne 273
Chapter 13: Evaluating Stocks’ ProSpects .......ccoceovveeiiiiciicciieceeeee e, 291
Chapter 14: Findirg 'n vestment Ideas with Online Stock Screens ............ccccceeuuenn. 309
Chapter 15: Anai7zing the Analysts and Stock Pickers...........cocooeniniiiiininenennnne. 325
Chapter 16: Researching and Buying Bonds Online............c.cccceeeveeviencienienveseenneenne 341
Part IU: The Part of Tens .......cccceeeceeecaceeeaceeesseeeesaeeess 359
Chapter 17: Ten Top Mistakes Made by Online Investors..........cccecevceerienieneenennne 361
Chapter 18: Ten Ways to Protect Your Investments and Identity Online............... 369
Chapter 19: Online Investors’ Ten Most Common Questions..........cc.cccceveveeneennnne. 379

Indes ....ccceeeaaaaaaaininiinincancaeceecaecaccncenceceneaseaces 38T

Bonus Chapter 1: Broadening Your Horizons: International Stocks...................... BC1

Bonus Chapter 2: Taking It Further: Technical Analysis and Initial
PUDIIC OffETINGS ...vveiieiiiieeieieieeeee ettt ettt e s e saesnesneens BC15






Table of Contents

JOEPOAUCEION a..eeeeeeeeeeeenaaaeaeeeeeeeennnnnseaeeeeeeesnnnnsaseeees ]

About This BOOK .....ccccoiiiiiiiiiieiieeeceeetetee ettt 1
Why reading this book is worth your while...........ccccoocveviininnennnnnee. 2
Who invests online?...........ccccoviiviiniiniiinienieniesiestest e 3
Conventions Used in This BOOK........c.ccccccevrvinenninenninecncnecncseecenennee 3
FOOliSh ASSUMPIONS.....ccueiciiiiieiicieeieete et sve et et esaesaee e 4
How This Book Is Organized ...........cccecueeiiiienienieneeieeieeeeee e 4
Part I: Getting Started Investing Online........... cc.ccooceeveerieneenennnennnen. 4
Part II: Using Online Investment Resources.........ccccocevverriennueruennnen. 5
Part IlI: Maximizing Investment Knowledge ............cccccovevinvenennncncns 5
Part IV: The Part of TeNS......ccccoeveririeceii et 5
Bonus Chapters on the Website: Alte ‘native Investing Strategies .... 5
Icons Used in This Book..................... PN, 9 2 JSU OO OO ORI RPN 6
Where to GO from Here..........ocvevieec ittt 6

Part I: Getting Started Invesiing Online..............ccceeeene. 7

Chapter 1: Getting Yoursc!i Ready for Online Investing ............. 9
Why Investing Online Is Worth Your While ..........ccoooveeiicieiicieeieee 10
Getting Started . il s 10
Measuring How Much You Can Afford to Invest ........cccccoecvevienceenvenennen. 13

Turning yourself into a big saver.......cccocvvvievieneenensieneeeeieeeee 14
Using mersonal finance software...........cccoecvveeciieecieecee e, 15
Perusing personal finance websites .........cocovcveeeciieecieccieccieeee, 17
Saving with web-based savings calculators ...........cccoeceveveeeeniennnne 19
Relying on the residual method...........ccccceviiriiniiiieciciceceee, 20
Using web-based goal-savings calculators ..........cccccecevevrvienvennnnne. 20
Deciding How You Plan to Save.........ccccoviiviinienenniinienienieeieeeeseeseeeen 21
Want to Be a Successful Investor? Start Now!.......cccccooeeveriinviiniienienncenne. 22
Learning the LiNGO.......ccciiioiiiiieeieeeeeeeee ettt 23
Setting Your EXpectations .........cocceiecierienenieieieeeeeeeee s 23
Keeping up with the rate of return...........ccceeeeveicinciincecceeiene, 24
The power of compoOUNAiNg .........cceecvervierieriienienieeeeee e 25
Determining How Much You Can Expect to Profit .........cccccoevvnviiniennnnen. 25
Studying the Past ......cccceveeriiniiiiniiieeee e 26
What the past tells you about the future............ccccoeeeivieciiiciennns 29
Gut-Check Time: How Much Risk Can You Take?.........cccccccevevenenenncnnnne 30
Passive or Active? Deciding What Kind of Investor You Plan to Be ....... 31
How to know if you're a passive investor...........cccceevervirvieniennnne. 31
Sites for passive investors to start with ...........c.ccccooiiiiinn, 32
How to know whether you’re an active investor...........ccoceeveneenne. 33

Sites for the active investor to start with ...........c.ccocovveeviiiineennnn.. 34



xii Investing Online For Dummies, 8th Edition

Chapter 2: Getting Your PC Ready for Online Investing ............ 35
Turning Your PC into a Trading Station ..........ccccceevievieecieeciiececieeeeeeen, 36
Using favorites to put data at your fingertips .........cccceeeevieevennnnnne. 36
Compiling a list of must-watch sites.........ccccevevvercinvinviniienienene, 37
Tracking the Market’s Every MOVe........ccocoviiviiiinniinieriectecieeeeeeeen 38
Getting price quotes on markets and stocks...........c.ccceeveeveeeenennne. 39
Slicing and dicing the markets ...........cocceveverireniiecieneneceeeeeeene 40
Your crystal ball: Predicting how the day will begin....................... 42
Getting company desCriptions..........ccoceeceerieneesieecieerieeieeeeee e 42
Keeping tabs on commodities..........cccecerciirciinieniinennienienieeieeeee 43
Tracking bonds and U.S. Treasurys.......cccceceveeneenersensenseenseeneenne 43
Monitoring Market-Moving NEWS ........cccccoveeeeeieeiieeieeieeieeee e ee e 45
Financial WebDSItes........cooiiiiiiiiiiiii e 45
Traditional financial news sites ..o it 47
Checking In on Wall Street Chatter ........cccocceee et 49
Everyone is an expert: Checking in withi blogs .......ccccoceveninnnene. 49
FINAING DIOZS ...vvevieiieiieeeeeeeree st e et 50
Getting in tune with podcasts ...« .. ..o 51
FInding POACaStS......eoveiieiiees fe ettt 51
Listening to pOdCasts ...t Tt 52
Getting your computer te do the work: RSS feeds ..........ccceueenenee. 52
Keeping Tabs on the Regulataus . ..cccoviiviiniiniiiiniecieccctecceeeeeeen 54
EXecUuting Trades ......ccveec o ittt 58
Searching the Internet Figtiand LOW.........ccceeieiiieciiecieececieceeceeceeeeen 58
Keeping the Bad Guys Out: Securing Your PC.........ccooceiiiiininincnienn. 59
Mastering the Basics with Online Tutorials and Simulations.................. 60
Online tEOYIALS «ovieiiiieeee e 61
STMUIATIONS <.ttt sttt 62
Chapter 3: Chocsing the Best Account Type for You............... 65
Knowing How Different Accounts Are Taxed.........cccoeeevverciervierveeneeneennen. 66
Taxable aCCOUNLS.....ccccoiiieiiiieeececeeeeeeeee e 66
Retirement acCOUNtS .........ccccceveiiiiiiineiiicceccceceeeeeeenas 66
Education savings aCCoOUNtS ..........ccoceeviereenieneininrenieeeeeeeeeeeeee 67

Plain Vanilla: The Taxable Brokerage Account..........c.cccceeeveeviervvenvenneenen. 67
The importance of dividends ...........cccecueeierieneenieneeieeeeeeeeeeee 68

How capital gains are taxed..........cccocvevvierieniienieneeiecienieeeeseeeeee 70

The high tax price of being short-term........cccccooceevervinninninnenncnnne 71

How long-term capital gains are taxed...........ccccecoeeevviecreesieecneennee. 72
When you can win from your loSses .........ccccoeveveienienenenencneeeennn. 73
What to do with your worthless stocK.........ccoocevrviieniiiiniiiniiinienns 74
Using technology to measure your capital gain ..........c.ccocceeenennee. 75
Measuring your capital gains if you've lost your records.............. 78

How dividends are taxed ........c..cccceceveeienieninenienninieneneneneeeeeenens 80
Retirement Accounts: Knowing Your 401(k)s from Your IRAs................ 81
401(k)s: A great place to get started ........cccooceveeeeieneninenceeeeees 83
Managing your 401(k) plan online..........cccccceeveevieecieesiencieecieeeeseene 84
Getting in tune wWith IRAS ........cocooviiiiiice e 84

Setting Up an IRA.......ccooiiiieeee e 87



Table of Contents

Going Back to School with Education Savings Accounts.............c..c......... 87
Three numbers you need to know: 529..........cccoeveeieviieciiecieeiennnenne. 88
Getting up to speed on 529 plans online..........cccceeeveeviirciencrenvennnenne. 89
Understanding 529 fE€S........cccvviiieieierierieieeeeeeeeeee e 91
Living in the 529’s shadow: The Coverdell............ccccoovvrvrvrveennnnns 92

Chapter 4: Connecting with an Online Broker .................... 93

Finding the Best Broker for YOU .......cccocvviiviiniiiiniieeeeciceeceteeeeen 93
Main factors to Consider........ccocovievieviriiiniiieeeceeeeeee e 94
“Gotchas” to watch out fOr.......cccocveviincncininccccees 96

Separating the Types of Brokerages .........cccceceveevienineneniieseneneneeceeenes 96
Deep discounters: Trading for $5 Or 1€SS.......cceveviveverirreeriereiennen, 97
Discounters: Trading for $5.01 t0 $10 ......ccecevvvreeiveirireeeeeeneen 100
Full-service traditional ...........ccceeververeneneene sl NSRS 105

Avoiding Hidden FEes .........ccoviiiiiiiiinieiees 00 e 108

Finding Out What Reviewers ThinK.................lccc i 110

Is Your Money Safe? Checking Out Your BeCKar.....ccoovvivieienenineenne 111

Cutting the Cord: Wireless Trading........c..iciuieviievieeiienieeieseeseeseesieenne 112

Pay Attention to Where Your Cash Is ?arked: MoneyMarket Funds ....114

Buying Stocks and Mutual Funds‘without a Broker ...........ccoccoevvenienenns 115
Stocks: Direct investments ... i ..oocivierienienienieeceeeee et 115
Mutual funds: Straight from the mutual fund company................ 117

Opening and Setting Up Your ACCOUNt....cc.oviriiieieiiieieeceeeeeeeeee 117
The checklist of whai you need to KNOW ........ccccccevvvvvvieineeeeinnnen. 118
The checklist of wiiat you need to have.........cccoceevevcirviinciennnennnnn. 118

Chapter 5: Getting It Duae: How to Enter and Execute Trades ..... 121

Understanding How Stock Trades and Shares Are Handled.................. 122
Ways you can hold your investments..........ccoecveeveneeneeneeneeneennne. 122
Asecond in the life of a trade......oovevveeiieiiniiiniee, 127
I'CNs: You have been assimilated.............coccoceviviniininnniincnnnnn. 128

Getting It Done: Executing Your Trades ........c.ccocevevieneneneeienieneeene 129
TYPES Of OTAEYS ...ttt 129
Costs of different Orders........cc.coccevuevereneneeieneneneneeceeeseeee 130
Tailoring your trades even More............coceecvenieneenensiensienseenseeneens 131

Going off the Beaten Path with Different Trading Techniques.............. 131
Cashing in when stocks fall: Selling stock short...........ccccueeueenee. 132
Tracking the short sellers...........cccveveevieeienienieceeceeeee e 133
Living on borrowed time: Buying stock on margin ....................... 134
The call you don’t want to get: The margin call ...........c.ccueenenee. 136
The nightshift: Trading in the extended hours..........ccccccceeennene 137

Knowing Your Options: Basic Ways to Best Use Options............cc.c.... 138
The different types of Options..........cccoeeevecieeiiiiccieecieeceeeee e, 139
Basic options strategies........ccceceeciiicieecieeiecieceeceee e 139
How to get option prices online.........cc.cccoeevievniiiiiiiinieeniieneeeeene 141
How to buy options online ...........cccoccevvveeienienieneeneeeeieeieeeeeenn 142

Discovering more about options online ..........ccocoecerverieviencnennenne 143

XI



xi(/ Investing Online For Dummies, 8th Edition

Part II: Using Online Investment Resources................ 145

Chapter 6: Why Stock Prices Riseand Fall...................... 147
How Stocks Get into the Public’s Hands.........cccocevieiinincniniiiinincnene 147
Step 1: An idea becomes a COMPANY ........ccccververeererriernrerrrenerennens 148
Step 2: The company expands and Srows ........c..cececervverrvercvennnns 148
Step 3: The company goes PUbliC......c.ccoeceevieniineineniienienieeeeeene 149
Step 4: The new shares trade...........ccoecveevenievieneeceeeeeeeerene 150
Why Stocks Move Up and Down in the Short Term..........cccccvevveenvennen. 150
Tracking the market’s every move..........cccocevveveeneecienciencieciennnn. 151
Getting in tune with earnings reports..........ccccceeeevvrvinvencienceennnn. 152
Companies and the company they keep in their industries ........ 157
Monitoring the big cheese.........ccocooiivniiii i, 160
Where it all begins: Tracking prices of ravinaterials................... 160
Getting with the MO’ ........cooivviiiii e e 161
Mania over merger Chatter ...t iienieneeseece e 162
Why bond yields aren’t boring...........ieeiecincienienieeereeeeeeeen 162
The heartbeat of the economy: I'ccnomic reports ........cccceeeuee. 163
What they know that you dor’t -- Insider buying and selling..... 165
Knowing how investors arz i<eling: Tracking
market sentiment ....... ... 166
What Moves Stocks in the 1ang Term?.........ccocevvevieniecencienceeiesieenn, 169
Going back to schooi with academic research..........cccceecveeueennenn. 170
Learning from th&wise Men ......coccecveverenineenienicniencneceeeeseneneene 171
Chapter 7: Connecting wvith Other Investors Online .............. 173
Finding Kindred Investment Spirits Online..........cccccccevenerincinncncncnenne 174
Getting the Message with Stock Message Boards ..........ccocceeeerienienenne 174
Stock :nessage boards aren’t for everyone.............ccoceevevievinennenne 174
"Inaerstanding the types of stock message boards ...................... 175
Knowing the ulterior motives of some online stock message
board MEeMDErS ........cccoiriririeieiecneeeee ettt 177
Determining what exchange or market a stock trades on............ 178
A penny saved: Beware of penny stocks..........ccccecvveciieiieecreenen. 180
Tapping into Online NEWSZIrOUPS ........cccecveeieneeiieeiieecieeie e eeeeeeeeeseeenes 182
How to locate specific online newsgroups.........ccccceeeveecveecveevennnene 182
How to participate in online newsgroups.........c.cceeceeeeecveecvercvennnnn. 183
Connecting with an Investment Club..........ccccccovviiriiinieniiniienieeeeeeeee 184
How to find an investment club that suits you.......ccccoccevvveenenneen. 185
Understanding the drawbacks of investment clubs...................... 185
Social Networking Comes Of AGe .........cccoovvveriririienieneneeeeeeeeeeree e 186
What'’s the fuss about TWitter? ........ccccoceevieiieiiniininieeerereee 186

Giving Facebook some face time...........ccccecvevievieeviinciiniienieeieen, 189



Table of Contents

The Brave New World: Social Networking Meets Online Investing....... 191
Social investing sites as a higher form of stock

MESSALZE DOATAS? .....veevieiieieeieeieeteeeese e ve et teeaeeaesnae s 191
Plugging into social investing Sites........c.cccocevvvereevencinniiniieniennne 192
Starting to get social: Trying social investing sites.........cccccec...... 193
Choosing a social investing Site........cccccovveeviivenvenviniiniienierieene 193
Chapter 8: Measuring Your Performance ....................... 197
The Importance of Tracking Your Performance..........cccceccevveriiniencnns 197
Why it’s worth the trouble to measure your returns.................... 198
Why you want to measure your risk, t00.........ccceceevvereereenreenennn. 199
Calculating Your Performance Yourself.........c...ccooeevienciinciininncienieeens 200
The easiest way to calculate returns ..........cccoceevveeveecenciincienceennnen. 200

An easy way to calculate returns if you’ve d<pasited or taken
OUL INOMEY ...oviiniiiniiiieeieeieete st st steseess(e00 St eaeeteetestesssesanesaeens 201
The hardest way to calculate returns.........c..cccooceevvieeecieecee e, 203
Calculating How Risky Your Portfolio Is.... oo i, 204
A simple way of calculating your everage return...........ccccueenuen.... 204
Calculating your risK .......cccceeeiviticeioieneeieeseeeee e 207
What does it all mean? Sizing up your portfolio..........ccccceeueeuenee. 208
Finding other things to coinpare your returns to........ccccecevueunene 209
Using Online Tools to Calculace Your Performance............ccccccevveruenene 210
Looking at online pertorrnance-measurement tools ..................... 210
Using personal finanec and performance-tracking software........ 211
Using stock similation and social investing sites ..........ccccecueuee. 212
Using portfolitirracking websites........cccocevvienieneenenienienienienene 213
Using perfermance-tracking websites.......oocoveeveevenienseniienieenen. 214
Chapter 9: Chonsiny an Asset Allocation ....................... 217
The Recipe ior Your Online Investing: Asset Allocation ..........cccecceueenee 217
Wiiat’s so great about diversification?...........c.ccoeeveeieiievieneenennen. 218
Zig-zag: The second element of diversification...............ccccueeuenee. 219
Bigger isn’t always better: Understanding size...........ccccecueevennen. 221
Picking investments with the right styles........ccccccocvvinvinvennnnncnn. 222
How rebalancing steadies your portfolio .........cccceecevverviirienceennnnn. 224
How discipline can save your portfolio from getting spanked .... 224
Using and Finding Your Perfect Asset Allocation..........c.cceceevvevierenenncnne 225
Determining your current asset allocation............cccecceecveecveenennn. 226
USING GUIAELINES ....c..eeveieiieiieieecieeie ettt ae e 227
Picking an asset allocation based on your risk tolerance............ 229

Picking an asset allocation based on your goals...........cccceeuvennen. 231

xv



X(/i Investing Online For Dummies, 8th Edition

Chapter 10: Finding and Buying Mutual Funds ................... 233
The Feeling Is Mutual: Understanding Mutual Funds ..........ccccoeevennennne 233
Considering the pros of mutual funds..........cccceevueevirciriencieneennnnn. 234
Drawbacks of mutual funds worth considering..........c.ccccceevennee. 235
Types of Investment COmMPANIES .........cccoeeeriinirriiiniiieeieneeteeeeeeeee 236
Categorizing Mutual FUNdS..........ccceoieiiieiiieiiciecieceeecee e 237
STOCK FUNAS ..o 237
Bond fUndS.......ocoiiiiiie e 238
Money market funds........c.ccoecvevienienienieieeeecee e 239
HyDbrid funds......oocvevieniiiieieeecece et 239
What to Look for in a Mutual Fund..........c.ccoeceviininniiniiiniiinenienee 240
Deciphering the morass of mutual fund fees ...........ccccccuvreueennnn. 242
Finding mutual funds that work for you ..........cccecoeverveeiiiienenencnne 244

How to buy mutual funds with an online broier ........c.cccecveeueenen. 245

How to buy mutual funds without a broker ............cccceeeveieeiennn. 246
Comparing Mutual Funds to Each Other........... oo 248
Putting funds’ characteristics side v side ......ccccevevviiriinienennnen. 248
Analyzing a mutual fund’s risk...«... .o, 248
Getting the Full Story: Reading a Muial Fund’s Prospectus................. 249
Getting More Information about Frnas ........ccooeviieiieiieciieciceeeceeeeeeene 251
Chapter 11: Finding and Buying ®».change-Traded Funds ......... 253
Getting to KNOw ETFS......i oot 253
Invest in Popular Indexzes with ETFS ......cccooveiieievieieeeeeeeeeeeee 255
How to Find the Right ITF for the JODb.......cccooiiiiinininieneeece 256
Tracking ETS2  €VErY MOVE ....cc.ccveierieiieeieieieieieee e seeneens 258

ETF fEeS CAN VATIY .oicuveeiieiieieeieete ettt ettt e eaeeaneeane s 259
Finding out how pricey an ETF is......cccccooviviiniiniinininirceicee 261

ETFs That' Go ‘off the Beaten Path..........cc.cocooiiiiiiineee 261
ETFS HAVEISSUES, TOO c.ueeiiiiiiiieeeeeeeee ettt ettt 262
A Few Final Things to Consider about ETFs..........ccccovvevviniinniiniieniennnn. 263
Using ETFs as a way to invest in themes .........ccccoccevviniinninnnnneen. 264
Betting on commodities and currencies with ETFs....................... 265
Reading the fine print: The prospectus ..........cccoceeeeecieeciiecieceennnen. 266
Using an online ETF recommendation service..............cccecveeuvennen. 267

Part I11: Maximizing Investment Knowledge ............... 271

Chapter 12: Putting Companies Under the Microscope ........... 273
Understanding Financial Statements ...........cccceevvevieieeciecciecieceeeeeeeene 273
Downloading financial statements............cecceceverenerencienienereneene 275

How to read the income statement ...........c.ccoecveveevencieceecieciennenn, 276

Basics about the balance sheet .........ccccccvevviiviineeniiecincicieeiee 278

What you need to know about the cash flow statement............... 279

Putting it all together........c.ccooieviriiiiii e 280



Table of Contents X(/'i i

How to spot trends in financial statements............ccccceeevveeceeenenn. 282
Using financial statements to understand the company.............. 284
Unearthing Details about the Company from Regulatory Filings.......... 285
Finding the nitty-gritty description of the company..................... 286
Getting the details on company announcements...........c.cccccceu.... 286
Finding out whether the company is being sued............c.ccecc...... 286
Getting the truth from management..............ccceeeeeeeciiecieecieceennnnn, 287
Seeing whether the company has gotten into a tiff with
TS QUAILOTS .ot 288
Weighing the risk of failure...........cccooeevierciiniiniiniiicecceeeee, 288
Seeing what the company is worried about ............ccccevvvervvervennn. 288
Assessing how much the company’s management is
getting Paid ....c.ooocvveeee e 289
Determining how independent the company’sleadership is ...... 290
Chapter 13: Evaluating Stocks’ Prospects... . ................. 291
Finding Out How to Not Overpay for Stocks: c....cccoocevivirinnieneninenene 292
Quick ways to determine how pricey @ stock is .......cccocvevveevennenn. 293
Ways to interpret valuations.........icccceceeeierciincienieneeneereeeeeeeen 296
Studying stocks using automitea tools........ccceveeveeviiniiiniienciennnen. 298
Shortcomings of studying stocks’ valuation ratios....................... 300
The armchair investor’s way to not overpay.........cccceeeveecveevennnen. 301
Evaluating Stocks’ Potentiz!' Return and Risk......oocveeiiviniiiiiinicne 301
Measuring a stock’s t3cal return..........ccoceeveevieecieeceeciecceeieeeeene 302
Finding out more about risk and return online...........c.ccceeveeneenen. 303
Digging Even Deepev: Advanced Valuation Techniques...........cccccoueu.een. 303
Using the civiaend discount model to see whether a stock
1S 0N BAlC it 304
The value hunter’s favorite weapon: The discounted cash
f LW ANALY SIS .eeveerieieeiieieete ettt se et saeeste e s ae b e aaesaee s 305

Chapter 14: Finding Investment Ideas with Online Stock Screens. . .309

Getting Familiar with Stock Screens..........cccceecevviieciieieecienieceeceeeeeeeee 310
How you can create an online SCreen ...........coceeceeveecieecvensvenceennnens 311
General characteristics you can use to screen stocks.................. 311
Choosing an online screening Site........ccccoeceeververvennenviensienieeneen. 313

Knowing What You're Looking For: Popular Screening Variables........ 316
The basics: ’Cause you have to start somewhere...........cc.ccc.c...... 316
Getting more particular: More advanced variables to

SCIEEM fOF ..ouiiiiiiiiiiiicee ettt 317
Finding stocks using trading-pattern variables...........c.c.ccceeuenneen. 319

Getting Started with Premade “Canned” Screens........ccccoceveevieneenennne 319

Designing Your Own CuStOm SCIreens..........ccoeceevveeviierieeivesieeseeeeeseenseenns 321
Finding different industries’ best companies using

GOO0GIE FINANCE .....covieiieiecieeicciecteeeese e ve et ae e 322

Finding value or growth companies using Morningstar’s
SEOCK SCIEENET ......couiiiieiiiiiiciteeecee ettt e 323



X'(/iii Investing Online For Dummies, 8th Edition

Chapter 15: Analyzing the Analysts and Stock Pickers ........... 325
Picking Apart Professional Analyst REpOrts ........ccccecveecieeciieienienieneene 326
How to access analyst reports online...........ccccoeceeveeveeciercvenceennnen. 326
Determining which Wall Street analysts are worth
LISEENING 10 cvveieiiiiiieeeeteee et 329
What to look for in an analyst report..........cccccveeeiieciienieeereeeen. 330
Pssst . . . understanding the “whisper number” ..............ccccuuunee. 331
Accessing and understanding credit ratings...........ccccceevverieenennen. 333
Connecting with Online Stock Ratings..........cccceeivvieeiencieniienieneeeceeene 334
Putting quant stock models to work for you..........ccccceevvvriereennn. 335
Sharing stock ratings with other investors online ....................... 336
Evaluating Stock- and Mutual Fund-Picking Newsletters
ANA WEDSIEES ...eviiiiieiieieeee et 338
Before you sign up for a stock-picking service .. . ...ccccoeevveerennne 338
Using newsletters to your advantage...........cciveeveeveecennieenienceennnn. 339
Chapter 16: Researching and Buying Bonds Jaline .............. N
Getting Acquainted with Bonds........c.ii i 342
Knowing who issues debt ...t 343
Online resources to find ot :uore about bonds ..........c.cccceee.ee. 346
Common traits of bonds i v 347
How to Find and Buy BondzGiiiine ......cooveviiiiiiiniiniieiececneeeeeeeee 351
Finding individual bonas online...........c.ccoeeeevievievieeeecieiececeee 351
Sealing the deal: Buying individual bonds online.......................... 353
Considering Bond ALt€rnatiVes.........ccocvevevieeeeeeeierieneceeeeeeeeseeseeee s 355
Money market funds and certificates of deposit ........c.cccecveeuenee. 356

Part IU: The Pati of Tens........ccceeceeeeaceeeieeesseeeesaeeees 359

Chapter 17: Ten Top Mistakes Made by Online Investors ......... 361
Buying and Selling Too Frequently ..........cccoccoevvevieniinnenieniienienieseeneene 361
Letting Losers Run and Cutting Winners Short ...........cccceeevevviinviinieennnnns 362
Focusing on the Per-Share Price of the Stock..........cccceevivviniiniiniininns 363
Failing to Track Risk and Return ...........cccccccveveiiiniinecieee e, 364
Taking Advice from the Wrong People..........cccccvevieiiecieeciniicieeeeeene 364
Trying to Make Too Much Money Too QUicKIy .........ccceceevveeierieneenenns 365
Letting EMotions Take OVEr ..........ccccvevievieeviieiiieieeieeieeeeseeseeseeseesieenes 366
Looking to Blame Someone Else for Your LOSSES .......cccccecvevvirieneenenns 367
Ignoring Tax Considerations..........ccecuevierienienennenneeieeieseeseeseeseeeenee 367

Dwelling on Mistakes TOO LONg........ccccccveeriiieiieniieeeeeee e, 368



Table of Contents Xix

Chapter 18: Ten Ways to Protect Your Investments and

IdentityOnline. ... i s 369
Beware of Pyramid Schemes............cccecivinininiinienieeceeeeeeee 370
Steer Clear of Ponzi Schemes..........ccccoooveiienienieiieiicecece e 370
Avoid Tout Sheets and Know Whom You're Taking Advice From........ 371
Don’t Fall for Investment Spam E-Mails ........cccccoovevvinninniinniniiniinceens 373
Understand Loopholes Scammers Can Use..........c.cccccoeeeirecveecveecreennen. 374
Familiarize Yourself with the Fingerprints of a Scam ...........ccccveeveneens 375
Learn to Be an Online Sleuth...........ccccoooeiiiiiiiiiiicicececeeeeeeeeeeee 375
Know How to Complain If You Suspect a Fraud ..........ccccoeevvvveeieneennenns 376
Make Sure That Your Computer Is Locked Down ..........cccccovvvreeneenennns 376
Be Aware of Online Sources for More Information .........c.cccecevvveneenenns 377

Chapter 19: Online Investors’ Ten Most Common Guestions . ... ... 3719
How Do I Find Out Which Companies Are Gojiig to “Split”

THEIT STOCK? . .eiitieieeeeeeeeee e Sttt st s e saee s 379
Can [ Use Options to Boost My Returns?... i .....ccoeoveevieeieneenieceeeeeeene 380
Can I Still Lose Money If I Invest in BendsT ...o.ooieieiiniiieeeeeeee 381
What’s the Easiest Way to Invest.ir Coinmodities? .........ccceeveevveevenenne 382
How Long Will It Take for Me to 2<ble My Money?.........cccceevvevvenenne 382
Do [ Have a Say in How a Compatiy I'm Invested in Operates?.............. 383
How Can Deep-Discount Orilin= Brokers Make Money Charging

$5 Or Less for Trades? .ottt 384
How Are Hedge Funds; Frivate-Equity Funds, and Venture Capital

Funds DIfferent? ..ottt 384
If a Company Is Buying Back Its Stock, Does That Mean the Stock

IS CREAP? it ittt ettt e et se e e et e be e reesaessessessesaansens 385
[ Own a House, Do I Need to Hold Real-Estate Investment Trusts

in My Stacz Portfolio, TOO?......ccviiiiiiieieeecece et 386

Indes.......ccccoununieaancncncncaccccccccceceecacsseeseecees 387

Bonus Chapter 1: Broadening Your Horizons:

International Stocks ................ ... i, BC1
Why Investing in Foreign Stocks Is a Good Idea...........cccceevvvrvenvennnnnen. BC2
What are international and emerging markets?...........ccccceeueenenne. BC2
Advantages to investing OVerseas .........ccccoevveveeneesieenieenenseeneenne BC3

Where to find out more about international investing online .... BC4

Taking the Plunge: How to Trade Foreign Stocks.........cccccocevivinenninnnen. BC6
Going direct: Buying foreign stocks from the local exchange..... BC7

Going the ADR route to invest internationally...........cccceevenennen. BC8

Opting for an international mutual fund........c.cccceevvvrviiniiniennnnen. BC9

Going international with ETFS.......cccccooviiiiininiiniiininienieneeeee BC10

Understanding the Unique Risks of Investing Internationally ............ BC12



xx Investing Online For Dummies, 8th Edition

Bonus Chapter 2: Taking It Further: Technical Analysis and

Initial Public Offerings .................ccoiiiiiiiiiinnn. BC15
What Is Technical Analysis?........cccocceviriririenienenieneeeeeeeee e BC15
Getting Started with Technical Analysis ........c.cccceeeveevvenveenieneeneeienne. BC17

Dissecting the online stock quUOte ..........ccceevevieeciirciiniieeieeieeen. BC17
The many levels of stock quOtes ........ccoovevieviiciniiniicieeieee BC18
How technical analysts interpret quote data and charts.......... BC19
Finding out more about technical analysis online...................... BC22
Letting Websites Read Charts for YOU.........ccceceiiiiinininiiieiceee BC23
Getting in Early: Investing in IPOS ........ccccceeviieviiiviiecieeieceeeeeeeeee, BC25
Beware of the risks Of IPOS........cccoceeviiriinienieeeeceeeeeceeeee BC27
Online sources for information about IPOs.........cccccecuevviriennnnn. BC27
Picking the good IPOs from the not-so-good...........ccccccoeueunenee. BC29

How to invest in IPOS ........ccooevvveeiiieeeeeeeeit i e BC29



