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The STOCK MARKET assignment- Build your own portfolio

(Extra credit: 25 points possible)

1. Starting date: By 08/22/04. Ending date: 11/15/04. Due: 11/17/04 W
2. Imagine you have $10,000 to invest in the stock market. Pick three stocks and start an online portfolio for paper trading (Directions for Yahoo.com: Go to Yahoo.com Finance. Click on “create” a portfolio for paper trading. Click on “Track a symbol watch list,” then, follow the steps.) Buy at least 50 stocks of each company, or more depending on your finances. Choose stocks that are priced about $15 dollars and more. Take into account the commission you would pay to the broker if you purchased the stocks for real (online brokerage fees vary between $10-$20). 

3. You may use fundamental and/or technical analysis to pick your stocks. Some basic information about picking stocks: Pay attention to the company’s debt-asset ratio, profits margins, the quality of the management, the company’s market share, its competitors, the quality of its product or service, and the general market conditions. Avoid overvalued stocks. Look for undervalued stocks of good companies with strong growth potential. Read the company profiles online. Make sure that your company attracts institutional investors (mutual funds etc.). Big buyers move the stocks (make or break). Check for volume and price movements (charts) for the past 3 to 6 months to get an idea about the stock. Read Investor’s Business Daily to help with your stock picking. These suggestions are far from complete. Please do additional research.

4. Keep a journal about your portfolio, starting with the first decision: Why did you choose those three stocks? Follow your stocks regularly, using the Internet or the newspapers. Make notes of news about the companies in the media that may affect the stock price (earnings reports, upgrades, downgrades by brokerage houses, or economic news such as interest rate changes or world events).

5. You have two options in managing your portfolio:

· You may keep the same stocks throughout the period and simply record your gain or loss at the end (buy and hold). I expect most people will choose this option. This meets the requirements of this assignment.

· If you have time, you may take a more active approach: Sell any stock if you make 20%-25% gain during first few weeks (Lucky you!). Sell immediately any stock if the price goes below 7%-8% of your purchase price. Your first goal is to preserve your capital (A famous investor, Benjamin Graham says, “The number one rule is ‘don’t lose’, and the number two rule is ‘don’t forget the first rule’.”). If you sell a stock at profit or at loss, buy another stock, but stay within your budget. Record your trade. 

6. On the due date, submit you portfolio, clearly indicating your overall gain or loss, along with a one-page evaluation of your results. All written work will be typed. 

7. Grading: Evaluation 10 points. Clearly stating overall Gain/Loss: 5%. Journal entries: 5 points. Presentation (charts, printouts, neatness etc): 5 points.

8. Ask questions anytime.

9. This is the only extra credit assignment for this class. Please don’t miss this opportunity to learn about the stock market and get your 25 points.

**Good trading!!!**
