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“ arm up your computer, plug in your modem,
‘ poise your fingers over the keyboard, and get
ready to cruise into the changing world of the stock
market. You are the investor, and the Internet is your
one-stop shop for all the research, trading information,
and market updates you'll ever need.
Can you imagine a stock market investor who has
never owned a computer? Or one who's never heard of

the Internet? Well, not so long ago, that was the norm for
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most investors. Back before the early '90s, they had four main tools — a
newspaper, a broker, a telephone, and a sharpened pencil. That sure has
changed!

Now, in the time it takes to eat a jelly donut, an investor can track the
movement of any stock, download the latest news releases about the company,
and buy and sell shares. . .all at the click of a mouse. What's happened to the stock
market? It's gone techno!

Today, it's unlikely you'll spot an investor scouring the newspaper in
search of stock quotes. That low-tech group is nearing extinction. Chances are,
investors are reclined in cushy chairs, gazing intensely at flashing computer
screens, and doing research on-line. They make their trades on the Internet,
without the help or advice of a broker. Perhaps these high-tech investors are
among the growing numbers of day traders — those who buy and sell stocks
within hours, or even minutes. Things have changed, right? Well, experts
predict that we have yet to feel the full effect of the infamous information

superhighway on stock market operations.

NASDAG'S VIRTUAL TRADING FLOOR

Interested in investing? Why not take a step onto NASDAQ's trading floor and
have a look around? Actually, that would be a tough walk to take, unless you're

living in virtual reality.
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In 1971, NASDAQ (National Association of Se-
curities Dealers Automated Quotation system) became
the world's first electronic market. It doesn't have an
earthly trading floor like the New York Stock Exchange
(NYSE) does. People don't even meet face-to-face at
the NASDAQ market; every trade is made inside a vast
network of computers. This network is one of the most
advanced information systems around, and upgrades
can get pretty expensive. In 1995, $180 million was
spent in technological improvements.

How is that different from a traditional market
such as the NYSE? With 3,240 square meters of trading
space, the NYSE is the largest market in the world. It has
a "solid" location on Wall Street in the Big Apple, with
about 3,000 people working on the trading floor. Here
stocks are bought and sold every day in a real-life
auction (see "Beneath the Buttonwood Tree").

Plenty of stocks, however, are also traded on the
electronic market. In fact, the volume is so high,
NASDAQ has become the fastest growing stock market
in the United States. Buyers and sellers can be paired at
super speeds in this virtual space, and transactions
occur without a broker or investor in sight. This elimi-
nates the broker's fee, making it cheaper to trade a stock
on NASDAQ than on the NYSE.

Why do companies want their stocks traded in this
virtual environment? "NASDAQ is perceived as being
the hottest market in recent times," explains Larry
Short, author of In Short: Secrets to Make Your Dollars
Grow. Many of the stocks traded on NASDAQ are
technology-oriented, and huge amounts are bought and
sold daily. These stocks are really moving. "There is a
tendency for companies to want to obtain an association
of growth by listing on such hot markets," Short points
out. So, when the big movers increase in value, other
stocks may go up simply because they are traded on the

same market.
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DAY TRIPPIN' DAY TRADERS

Okay, so all of this technology has changed the way the
stock market operates, but has it changed the investor?
Definitely. In the past, investors were more likely to buy
and hold stocks for a considerable period of time. They
would research companies, find potential for growth,
and wait to see what happened. Now, it's trendy to buy
and sell as fast as you can. Day traders purchase stocks
from different companies and may sell in minutes,
hoping to make small amounts of cash. It's kind of like
taking a whole bunch of day trips, and never really
staying the night. Unfortunately, day traders are always
traveling during very icy conditions.

"The number of day traders has increased due to the
simple fact that people are very comfortable using the
Internet," explains John Babb, an investment advisor
with Merrill Lynch. People can now research stocks,
analyze market trends, and trade on-line for a fraction of
the previous price. "Increased marketing efforts by on-
line trading companies also make people very aware of
different ways to trade," says Babb. Searching the news-

paper and calling a broker is of little interest to many of

these investors.
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Buying and selling is the easy part; making cold
cash as a day trader is proving more difficult. When
trading stocks in the same day to make a profit, a day
trader is depending on market volatility. If a stock is
volatile, its price may go up or down considerably in just
a few hours. This can lead to tremendous profit, but for
the inexperienced, it can pose extreme risk. According to
Short, studies suggest that "novices [day traders] are
losing so much money that they may be regulated [their
actions monitored and limited by governmental agencies]
in the future." But not even regulation can take the place

of solid research and good judgment on an investor's part.
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So much has changed in such a short time, what else can
possibly'happen in the future? Both Short and Babb agree
that computers and the Internet are going to completely
revolutionize the stock market of tomorrow. By offering
a world of information at the touch of a button, "the
Internet has opened the door to new opportunities never
existing before," explains Babb. Investment possibilities
are available to everyone who has a computer and a
modem — even you, if you have some cash savings
you're ready to risk and you have your parents' approval.

"Stock markets of the future will trade 24 hours a
day," predicts Short (current trading time is restricted to
certain hours during weekdays). "The markets will be
'virtual, meaning that they will not reside in New York or
Chicago or wherever. Individuals will have a 'computer
butler' to help monitor their activities, learn their trading
patterns, and trade for them."

But what happens to the traditional investment
advisor? Will real-life brokers be out of a job? "Unlikely,
but smaller securities firms may suffer," claims Zoltan
Deak, an investor who tracks his portfolio via the Internet.
"Big league players will most likely pay for professional
advice from a brokerage firm. But there is a growing

e BeL, {ELX A2 5 3 Rt , POt 1.
AR E — RAHEATHIBERAL 5 RER KA
AR T IR TR AR ENE. R —
HUBCEEARE R l:E’JﬁT’F%AE%U i}
WEIR K ER TR, XSHRFER
A, @Xﬂ:ﬂﬁgﬁﬁi’ﬁiﬂéﬁ, (A NES
B RARRRE ., H R HIRE, B
BT ELBEE) RARMESHEE,
PAFCR At AT T BE & S2 A, (b T 1A T
g2 2 B BUN BRI B B AN RR 1) 7
1EMT§9$%E’J%FF5E§ BV 2 Rt AN
KEQ“JiﬁﬁﬁﬁfFﬂAfEE’J#U%ﬁ

ﬁﬂﬁtkﬂﬁﬂﬁﬂTlﬂEﬁiTﬁﬂﬁtEké’J
WA, LB KA ATR? B
FEE—B0A g, TR ELIR A A AE
AT, HE ML, KEER
FAWI, “HBRMAEITRT —HARE
ARMPUBART],” FEMRE, WRE
RRE, XHTEK, HHEXFE T
AR, BEREHLL R T Fe 8 il e
AL,

HARFTGE : “RRABTRF 2R
x5 " (BT, B 5 U= RAE T
Y€ H RS E I (R B L ) “ T30 * e P
EWECNAFET AL, ZhErcE it
FEAET—A AR T A NERA
—4% ‘HNER AR BT,
SRR 5 I RABAMHATIERRE 5 "

B4, A GERI BT IR % OL 2 (B
BN R — {74 W R
PR: “ERERAKRATRS AL, B2
B K — S/ NIESR A )" TR —
{37 ) PR EL IR 190 38 B 4R T A A Y BB .

KU H 9 B ml REN 2 A mift

i MRS 3K, (ELKF R T B2 5T

gt pmad e



number of novice investors who use the Internet as
their primary research tool. These traders are more
likely to buy and sell stocks using an on-line discount
brokerage service —and not a traditional investment
advisor. Etrade.com is a great example," he says.
Sounds like the future holds a ton of changes.
With virtual trading floors, on-line transactions, 24-
hour-a-day access, and computer butlers to monitor
trades, the stock market of the 21st century will be
revolutionized. And hey, who knows? Maybe while
that computer butler is tracking your rapidly growing
portfolio, it can also help you out with your homework.
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N ow that you've got a handle on the

few of your own selections? Choose com-

stock market, how about tracking a

panies that you are familiar with, or just
pick some on a hunch. Do a little on-line
research to find out what each cbmpany
is all about. Then, follow the progress of
your stocks either on the Internet or in a
newspaper, recording the clos-

ing value after each business day.

RS 2

3/

When a month is up, evaluate
your choice by charting closing
values on a graph. Did your stock
prices increase or decrease?
Were there any peaks in the price
during the month? Can you think

of any reasons why this might
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NEWS FLASH! &BRzfE]!

Geologists working for American Nickel
Corporation (ANC) are going to take
their first core soil samples from the
northern tip of Newfoundland. Prelimi-
nary findings suggest that there is a
huge nickel deposit in this region, and
brokers speculate that the price of the
stock is going to skyrocket.
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by Nicole Lundrigan

uppose you want to invest by buying
S shares in the imaginary company ANC,
but aren't sure where to begin. Anyone who
is new to investing knows that there's a ton
of terminology to conquer! What is a market?
What are shares, and what is a ticker symbol?
What really happens when you trade in the
stock market and give a broker your hard-

earned cash?
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Welcome to Stock Market 101. Here, you will
learn the very basics of investment transactions as
you follow the fictitious progress of ANC. Are you
going to make any money? Well, that depends on
when you purchase and sell — or trade — shares.

Trades occur in a market, which is simply a
place [either real, like the New York Stock Exchange
(NYSE), or virtual, like NASDAQ] where buyers
and sellers or their representatives meet to exchange
goods. In the case of a stock market, the goods are
called shares.

But what are shares and where do they come
from? American Nickel Corp. had to raise money in
order to finance the mining of a mineral. To do this,
the company turned to the public, and allowed inves-
tors to purchase little pieces of it. These little pieces
are called shares, and investors who own them profit
if the company makes money. To keep track of
shares on an exchange, an investor should know the
ticker symbol of the company. This is a short group
of letters or code — such as ANC — that is used
specifically to identify a particular stock. You can
see many ticker symbols in the business section of a
Major newspaper.

What causes a stock price to go up or down?
When ANC is exploring, potentially they will find
nickel. If they do, the company will make money.
The mere speculation that they will discover nickel
can drive up the price of ANC stock for a while.
People may buy stocks on rumor, and sell stocks on
fact. When ANC does indeed locate nickel, investors
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will want to buy more shares, as the company is
making a profit. When many investors are looking
to purchase ANC, this can also drive up the price
of ANC stock (through the law of supply and
demand — the greater the number of buyers who
want the same thing, the more they will try to
outbid each other to get it, or, low supply plus high
demand equals high price). But, if ANC never
finds nickel, the price of ANC stock will plummet.
Eventually, if ANC goes bankrupt (is unable to
pay its debtors), the shares may be worthless.

Okay, now that you understand some of the
basics, how can you get in on the game? What
really happens to your money — other than the
disappearing act it pulls in your bank account?

Let's follow 1,000 shares of ANC as they are
traditionally traded on the NYSE.

You call your broker (someone who serves as
a go-between for a buyer and a seller and is paid a
fee for the service) and let her know that you'd like
to purchase 1,000 shares of ANC at $1.00 per
share. Next, your broker enters your bid informa-
tion (how much you're willing to pay for ANC)
into an Order Match System. With the push of a
computer button, your order is transmitted to the
floor of the NYSE. Yes, there actually is a floor
where a large group of specialists partake in a huge
auction every day!

Once the bid hits the NYSE floor, a system
called SuperDot transmits your information to a
trading post — a specific area on the floor where
ANC is bought and sold. Floor brokers are aware
of who wants to sell and who wants to buy. Tﬁey
compete with each other to get the best price for
their customer (that's you!), and then make the
trade. Through SuperDot, details of the transac-
tion are sent back to your broker and then on to
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you. The SuperDot system is so efficient
that it can handle up to 25 billion shares per
day!

Within three business days, the trans-
action is finalized. One thousand dollars
will vanish from your bank account, and
1,000 shares of ANC will appear in your
securities account.

So, now that you own 1,000 imagi-
nary shares of ANC, what can you do with
it? Years ago, you would watch the news-
paper or call your broker for an update.
Now you can get up-to-the-minute quotes
(the current value of ANC) and review any
news reports about ANC on the Internet —
like many of the 60 million individual in-
vestors in the United States do. Hopefully,
those geologists in Newfoundland will dis-
cover nickel soon, and the price of ANC

will go through the roof!
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Caution: You should know that trading on the stock
market is SERIOUS business. Money can be made,
but it also can be lost. If you're considering investing,
talk to your parents first. With their approval, get some
advice from professionals. Trading on the Internet with-
out proper guidance, for example, can be a fast way to

lose your cash!

Confused by all that investment jargon? And we
didn’t even get into dividends! Point your browser to
www.investorwords.com for straight-up stock market

definitions.
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