The Art of Trading

General Purpose: To Inform
Specific Purpose: My purpose is to introduce stock trading to the audience.

Central Idea: With enough knowledge, everyone can make profitable investments.

Introduction

I. After the recent stock market crash, It is crucial that we are knowledgeable to take charge of our own investment because we can’t risk our retirement with the hedge fund managers anymore. They’ve failed to predict the down turn and result in thousands of dollars of losses in our retirement accounts. I have not mentioned crooks like Madoff. Let’s take charge of our own investments and savings.

II. There are many types of traders. Counting from long term investors (Warren Buffett), to short term traders, to day traders. Long term investors look at stocks with longer spectrum of time. They take consideration whether the company can survive the short term risk as well as the size of their long term growth. Day traders buy and sell stocks on an hourly basis. Their goal is to take advantage of the small gain in a volatile market. Short term trader buys and sells on a weekly basis. Their goal is to catch the market on the downturn and sell on the short term rally. Depending on the condition of the market, we should choose our trading style accordingly. I am a short term investor, because I am impatient, and I see more opportunities for this type of trading in this volatile market.

(Transition:) We are going to learn more about short term trading.

Body 
Trading isn’t as easy as it sounds. It requires experience, patient and discipline. We need experience to know what to buy, when to buy and when to sell. We need to be patient because we can’t make millions over night. Discipline will help you avoid greed and emotion. Emotion usually encourages you to buy when stocks are on the rise, and sell on the low. We really want to buy low and sell high. In order to become a successful short-term trader, we must learn how to understand fundamentals and charting.

A. Basic fundamentals of a company will help you select what company to invest in. As the stock market trading as low as it was in 1996, every stock has a better change of breaking. Fundamentals can help you select companies that have lower risk of failure.

1. Fundamentally, stocks like Citigroup, Gm, Bank of America, Wells Fargo, and General Electric are all on a short term risk of failure.

a. Out of the fives, Citigroup, GM, and Bank of America have very poor balance sheet. Their risk of failure and nationalized is much greater. Looking out 3 or 5 years from today, their rate of growth isn’t as appealing even with their stock price at under $5 per share.

b. Wells Fargo and General Electric carry another story. Their balance sheet is strong. Their stock price is low for only one reason that is fear. People are afraid that the unknown within the companies are poison. As an investor, we study the unknown. If we can come to conclusion and guessing that the fear are unreasonable, we have a valuable stock to buy.

B. Though stock can go lower even if their fundamental are strong. Therefore charting become useful tools.

1. Charting tells us when to buy a stock. As stocks are on a down trend, it’ll keep going lower until it breaks its down trend. We can use charts to spot a buy when stocks break it down trend.

2. Charting also tells us when to sell a stock. As stocks are on an uptrend, it’ll keep going higher until it breaks it up trend. We can use charts to spot a sell when it breaks it up trend.

 (Transition: ) In conclusion, I will go over what have been said.

Conclusion: The benefit of being able to make your own investment is gigantic. There isn’t anyone that know our needs better than our self. With the ability to understand our needs, we can choose the style, and how much risk we want to take in the market. In order to successfully manage our investment, we must sharpen our skills. We should do our homework before making any movement to eliminate risk. And most importantly, trading is an enjoyable activity.
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