Stock Market Research Project

Fall 2010 Choose businesses in the same industry not sector
Part 1

Students will learn how to compare and contrast businesses in the same business sector and how to make informed decisions when choosing to buy stock in a company.

Students will be divided into groups of 3. Each group will choose an industry. Each member of the group will then choose a publicly traded company in that industry. The stock must be traded on the NYSE or NASDAQ. That member will become the “expert” on their company. Each member will find the following information about their company:

· Company Name

· Stock Symbol and Exchange that it is traded on
· Summary of the business. 

· History of the business
· Main competitors

Each member will write a paper a one-page paper in essay form including the above information. Cutting/Pasting will result in a grade of 0!
Part 2

Each member will then find the following financial information for their company.

· Financial Analysis 

1. Net Income for last 3 years – Market Watch – Financials Tab
2. Current Market Cap - Google
3. EPS  for last 3 years – diluted EPS – Market Watch Financials Tab
4. P/E Ratio- Comparison for company, industry, sector and S+P 500. Remember a P/E of 20 is considered to be average, more than that, the stock may be a bit overpriced, less than that, the stock may be underpriced.- Google Page - More from Reuters – Name of your company – Financials Tab – Scroll Down
5. Beta – Comparison for company, industry, sector, and S&P 500 - Google Page - More from Reuters – Name of your company – Financials Tab – Scroll Down
6. 52 week hi/low stock price

7. current stock price - Google
8. What are the Analysts Ratings for this company?-Market Watch – Analysts Ratings and from Reuters.
9. Add Debt/Equity ratio – higher the ratio, the higher the debt; below 0.5 is low debt; may want to avoid those over 0.5 Where do I find?
Part 3

When each member has completed their company research, the financial information will be combined into one Excel spreadsheet for the group. 
The group will make a brief presentation to the class outlining their research findings and making their recommendations for the stock that they think is the best to buy and their reasons for their choice.
Determine your risk tolerance.
Beta 
Beta is a measure of a stock's volatility in relation to the market. By definition, the market has a beta of 1.0, and individual stocks are ranked according to how much they deviate from the market. A stock that swings more than the market over time has a beta above 1.0. If a stock moves less than the market, the stock's beta is less than 1.0. High-beta stocks are supposed to be riskier but provide a potential for higher returns; low-beta stocks pose less risk but also lower returns.
EPS and Net Income: look at trends; increasing earning is good; decreasing bad
P/E Ratio – 20 is normal; Above 20 a stock may be overpriced relative to earnings; Below 20, a stock may be underpriced (a bargain).

Market Cap ; bigger is less risky.
