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Introduction - Sharing History

The idea of ascribing value to a piece of paper probably began with the Chinese, who introduced what we 
think were the first monetary notes in the 11th Century - about 2 millennia after the appearance of the first 
metal coins. These were actually promissory notes issued by agents with whom traders deposited their 
heavy-to-carry coin-laden purses. One disadvantage was the ease of forgery.  Still, they did provide a bases 
for the almost instant popularity of shares, which were first issued in Europe in the 17th Century.
Meanwhile, the Roman had adopted Syngraphae - promissory notes that could be used as money. One 
form of these - Partes - were probably the forerunner of today’s shares. Cicero speaks of the senator, Gaius 
Rabirius who held such shares (partes) in several public enterprises (publicani). Such shares were used to 
raise funds primarily for infrastructure projects and farming, which were both very labour-intensive. Based 
on Cicero’s description, partes fluctuated in their value, could be transferred between parties and were quite 
expensive to buy. Another Roman investor, Cato the Elder, is described by Plutarch as requiring that his 
borrowers form large companies in which there were at least 50 partners. By nominating himself as one, 
“his entire security was not imperilled … and his profits were large.”  An early form of stock exchange even 
existed in the Roman Forum, where speculators (Questores) actively pushed share prices up and down in 
over-the-counter trading. 

Shares in government enterprises eventually made their way into bonds trading, the earliest of which were 
government funds traded in Venice during the 13th Century. Since most Italian city states were ruled by 
councils of wealthy citizens, the flux between transferable government and corporate bonds was fluid, and 
Italian companies were quite possibly the first to issue shares in their modern form.  

Officially, however, these first appear in England, when Queen Elizabeth 1st gave awarded the East India 
Trading Company a royal charter allowing them to trade with the Far East. Travel was a risky and expensive 
venture, due to pirate-infested seas, and the company directors decided to finance their voyages by creating 
the first joint-stock company – selling parts of the company to 215 “knights, alderman and burgesses.”  In 
response, the Dutch companies, which alongside the Portuguese had been trading in the area for quite some 
time, amalgamated in 1602 to form the Dutch East India Company in a similar form. The difference was that 
the Dutch shares did not immediately return their investments but could instead be traded at the Amsterdam 
Diamonds Bourse.  

By the close of that century, the British had created the Bank of England to administer the funds raised by the 
first government bond issue ever - King William the Third’s to fund his war withy the French. Soon, joint stock 
companies began to populate the environment, but stockbrokers could not access the Royal Exchange. They 
therefore operated in the city’s coffee houses, and soon one - John Castaing - was publishing daily price 
listings. In this he certainly preceded Dow & Poore’s, who would eventually summarize the New York Stock 
Exchange - established in 1792. 
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What Are Shares?

A share is a unit of value that represents partial ownership in a corporation - “a group of 
people authorized to act as a single entity and recognized as such in law.”  The total value of 
all issued shares in an entity represents that entity’s capital, but the face value of the share 
after issuance reflects the market value of a share, which is the value perceived by market 
members. 

A company issues shares of itself and sells them to raise funds. It can do that privately or 
publicly. Four kinds of shares exist, based on issuance: 

•  Outstanding Shares - the number of shares a company may issue and held by 3rd parties 
(shareholders). The number of these shares times their value equals a company’s market 
capitalization.
•  Treasury Shares - Shares the company maintains itself but does not sell.
•  Issued Shares - Outstanding shares plus Treasury Shares
•  Authorised Shares - The total number of shares allowed by a company’s (or any other type 
of corporation) documents of incorporation - both issued and not issued. 

Shares may also be classified as ‘public’ or ‘private’, the former being listed through an 
official exchange and traded through its secondary markets, the latter which are issued 
privately and can only be traded over-the-counter. Some exchanges require that a company 
first demonstrate its viability through a private listing before accepting them for a public 
listing. 

Shares are also differentiated as either ‘common’ or ‘preferred’. Common shareholders are 
partners in a company’s activities - they can vote at board meetings, can access confidential 
materials, and have a right to declared common dividends. Because they are partners in a 
company’s success or failure, however, they are also considered responsible in the case of 
default and remunerated only after all debtors and preferred shareholders have been paid. 
Preferred shareholders have none of the above rights but are also not considered party to 
a company’s failure. They are thus remunerated upon liquidation immediately after other 
debtholders. 
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Measuring Shares

Before trading shares for the short-term and more-so investing in them for the long-term, homework 
is critical. And before homework - primarily analysis - we should get to know some of the terms and 
measurements used. 

UNITS 

In financial trading, two measurement units are important to consider - the size of a traded 
contract and the immediate value of each individual share.

Lots:
As with forex, in shares we speak of lots - a round lot being 100 shares 
and an odd lot anything less than 100 shares. 365 shares are considered a 
mixed lot - 3 round lots and an odd lot of 65 shares. Brokers prefer dealing 
with round lots, for reasons of convenience, and often charge additional 
fees on trading odd lots.

Historically, a tick used to be worth 1/16th of a dollar (about 60 cents), but with the improvement in 
communications equipment precision rises. Generally, a tick is located to the right of the decimal point (1 
place or 2) while to the right, we find points - usually worth one unit of the trading currency (a dollar in the 
US, a Euro in the EU, a pound in the UK, etc.). 

The main take-away is that ticks are officially established units, determined by regulators to prevent market 
imbalances. MiFID-2 stipulates precise relations between asset prices and tick sizes, requiring exchanges to 
increase tick size when extreme turbulence marks markets. If tick sizes were not staggered, high-frequency 
traders would be able to pre-empt each non-hi-fi order that is sent to an exchange by simply sending in 
an order between the market price and the price offered before a regular order has time to be executed. 
Staggering tick size somewhat levels the playing field (though far from entirely).
As in forex, to determine the value of a tick-movement, simply multiply the number of ticks by the lot size.

Ticks:
A tick is the smallest possible change in the value of any asset, including forex, 
where it equals a Pip; but that is not axiomatic. The term derives from the term 
‘ticker tape’ - the historic telegraph-based technology for communicating stock 
prices from exchanges to traders, a task now performed by data-reporting 
companies, such as Reuters and Bloomberg using computer terminals. With 
platforms now displaying pipettes (a tenth of a pip - the 5th place after the decimal 
point), the forex tick could conceivably be redefined. But to return to the matter at 
hand, in shares, too, a tick is the smallest change measured and referred to. In US 
shares, a tick is usually worth 1 cent if the stock is worth more than 1 dollar.

Classic 1920’s stock ticker



TICKERS 

Stock tickers are electronic devices that display live stock prices at a given frequency 
throughout the trading day. Historically invented by American Telegraph (now Western Union), 
these were dedicated devices that transmitted prices from the exchange to the recipient using 
telegraph technology from 1870 to 1970 printing on ticker tape (so called because of the 
technology’s accompanying ticking sound) and upon which transactions were reported using  
abbreviated company names plus the stock’s latest transaction price and volume. These 
names are often determined by the exchange, sometimes selected by the company. 

Today, the same kind of report is displayed as a running stream on news and financial TV and 
internet channels, and it includes - not necessarily the latest transaction - but often also/or a 
regular listing of the latest prices of reported assets.  

Trading platforms may often also use the letter-designation of a company rather than its 
name, for example:

Sometimes, especially if a company is represented on several indices, the share symbol 
receives a suffix denoting the country or index quoted. Thus Barclay shares in London become 
BARC.L but BCS in the US. 

AAPL - Apple
ADS - Adidas
BARC - Barclays
BP - British Petroleum
DBK - Deutsche Bank
FB - Facebook
GRPN - Groupon

HOG - Harley Davidson
HSBA - HSBC
INTC - Intel Corporation
LVP (the initials of Ludwig Van 
Beethoven!) - Steinway Piano Company 
MKS - Marks and Spencer
RR - Rolls Royce
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MORE TERMS 

Beta:
The volatility level of a stock compared to that of the index measuring the 
exchange in which it is listed. Thus, if Facebook’s Beta is 0.6, its volatility is 
6/10ths of the volatility of the NASDAQ and the two will react to a given stimulus 
in accordance (the NASDAQ more, FB 3/5th less).  
 
Capital gain or loss: 
The profit or loss generated from a stocks portfolio. 
 
Dividends:
Dividends are a shareholder’s share in a company’s profits, which it distributes at 
its own discretion.   
 
Dividend yield: 
The annual rate of return a stock holder receives from dividend payments on a 
stock calculated by dividing the dividend by the price of the stock and presented 
as a percentage. 

Growth Strategy: 
A trading strategy based on growth in a stock’s value rather than income from 
dividends.  
 
Public Company:
A company that enables the general public to purchase its shares through an 
exchange.  
 
Volatility: 
The typical deviation of a security’s price from its mean over a specific period 
of time. High volatility means that the price fluctuates rapidly and over a larger 
amplitude - making it a high-risk asset. 
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Analysis

THE LONG SHOT - THE PRESS 

Before researching the company itself, one must research its business environment and 
only then that company’s location within that. By perusing the press, one can gauge if the 
industry a company is engaged in is a growth industry or one that faces redundancy. What 
regulatory challenges does the industry face, and how is the company dealing with these? 
Short term fire extinguishing or comprehensive redesign? What are the technological 
changes occurring within that industry? How are other similar companies performing? The 
source of an industry’s inputs should be researched - where are they produced and what are 
the political and economic challenges facing sourcing countries?

In the war between technicians and fundamentalists, when it comes to shares, the latter 
have the upper hand. Even the grandfather of technical analysis, Charles Dow, would have 
had to admit that today’s stock markets are neither sufficiently transparent nor sufficiently 
efficient to adhere to technical patterns. Infighting, inbreeding, nepotism, insider trading 
on its various levels and other human deficiencies create a wall of opaqueness that most 
traders have no chance of penetrating.  

Additionally, the stock market has neither forex’s mass of liquidity nor the seasonality 
of commodities to provide much stability. Ironically, shares - as mentioned above - are 
considered longer-term investments than either forex or commodities, which are usually the 
province of short-term traders and speculators. The reason, perhaps, is that a company’s 
fortunes are longer in the making, its downfall usually less of a mystery if one is prepared to 
do the homework.
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ZOOMING IN - THE ENVIRONMENT 

Next, we should assess the company’s situation vis-à-vis the sector. Is it a market leader or 
an also-ran? What is its market share, and how do similar companies in that respect perform 
in comparison? Is the brand top-of-mind, recalled or recognized? Is the company ripe for a 
takeover? How is the company performing relative to its competitors? A complete SWOT 
analysis may be overkill, but having a rough idea of a company’s strengths and weaknesses, 
the opportunities and threats it faces is definitely a plus. 
Before we end on the paperwork, it is a good idea to examine the company’s social media. 
On LinkedIn we can ascertain if management members are professionals or simply 
promoted salespeople. Using Facebook, one can gauge corporate culture, atmosphere and 
morale, and through it all seek out any  conflicts of interest there may be amongst board 
members.
Finally, examine the stock performance of the company relative to other similarly situated 
companies, relative to any sectorial benchmarks (ETFs and sectorial indices).

CLOSE-UP - THE PAPERWORK 

Finally, we examine the company. Now begins the hard work. One should be familiar 
with balance sheets, Income and cashflow (P/L) statements. These are published by law 
each quarter and at year’s end. They don’t all look the same, and in most cases they are 
prepared for investors and potential investors b y company-employed accountants whose 
chief job is to make these people happy, not necessarily provide the government with a 
precise accounting. Still by careful cross referencing, these reports provide a fair view of a 
company’s performance.



The Balance Sheet
The balance sheet provides a momentary report on the company’s net worth - a snapshot. 
It includes its assets and liabilities. Tangible assets include real estate, equipment, owner’s 
equity, accumulated earnings and shareholder’s capital. Intangible assets will include 
trademarks, patents and other forms of intellectual property. Liabilities are things that a 
company owes, such as debt, leases, equipment depreciation and salaries owed. 
One should examine the items listed to evaluate their rationale. Is real estate standing idle, 
accumulating taxes? Are debtors and suppliers paid on time? Ensure that liabilities and 
assets are equal. A non-balanced balance sheet raises suspicion.
Also on the balance sheet one finds a summary of the the shareholder’s equity report. This 
states how much the company would be worth if liquidated momentarily, since it indicates 
their remuneration after paying creditors.  
 
The Income Statement 
The income statement refers to a specific time period and it details the amount of money 
generated, on one hand, and lost, on the other. Income includes sales, interest on loans 
provided, rent on property owned, etc. These are then presented as actual gross income and 
profit after taxes - revenues minus expenses, the former divided by the latter providing the 
profit margin. Are revenues increasing or decreasing? Are these consistent or bumpy?
Expenses include salaries, depreciation on all owned assets (furniture, equipment, etc.) and 
other expenses.  Again, examine the expenses carefully to judge their efficacy and exigency. 
 
The Cashflow (Profit/Loss) Statement
This is a more detailed description of how assets (primarily money) are used. It includes 
an in-depth examination of expenses, investments and other financing activities. These are 
divided into operating expenses, investment activities and financing means, including loans. 
Here one can see if income is derived from actual production or loans, if a CEO’s salary is 
overblown, if maintenance bills are smothering the company, and so forth. Is the equity-to-
debt ratio supportable? Are inventory-related expenses unsustainable, or is there too little, 
causing a backlog of orders? Is the company capital efficiency - diverted enough to R&D or 
too much? Or is it diverting too much to dividends, and other means aimed at simply keeping 
the shareholders happy?
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The Charts
Once we have done our homework and are superficially acquainted with the company’s 
workings, it’s time to zoom past the paperwork and extrapolate that on to the charts. Here 
we seek key moments where shares spiked, dropped, rose unexpectedly, and so forth. We 
are seeking a correlation between real-time events and their repercussions. How sensitive is 
the company to these events? How resilient? 
Generally, a 3-year period is a good starting point. 

Earnings-Per-Share
Prominently displayed in each quarterly earnings report, the EPS is akin to equities as the 
NFP is to forex. It is neither a very critical indication of a company’s true health, nor a precise 
measure of its recent financial success/failure. However, it inordinately influences share 
prices – spiking up if surprising to the upside, down if to the downside. Since it is impossible 
to gauge shareholder expectations, these are usually gleaned from a consensus of 
analysts – most working for brokerages, some for ratings providers and others for research 
companies. 
The EPS is a simple mathematical product of a company’s net income over a specific period 
divided by the number of outstanding shares. Shareholders do not receive these earnings 
– they are not related to dividends. However, by dividing the market value of each share by 
its EPS, we get a share’s Profit/Earnings ratio. P/E is then used as a benchmark to compare 
to other earnings reports of the company, of other companies and the sector as a whole. A 
P/E ratio above 16 is considered excellent, company shares considered undervalued. Lower 
indicates that they are overvalued and ripe for a plunge. 
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How are shares issued?

Over the years, and primarily to prevent fraud and other forms of price manipulation, a relatively 
complex procedure has developed by which companies sell their initial shares to the public. 
Before issuing shares, a company needs to attain as best a reputation as possible. It must be 
able to show a professional management team, transparent corporate governance and a viable 
marketing potential. It must issue a certified audit from an exchange-approved auditor.  

The company then enters into an agreement with an underwriter or syndicate of underwriters 
- usually major investment banks that will sell the shares to the public in return for a ‘spread’. 
Often, a company will contract different underwriters for different exchanges in different 
countries.  The company and the underwriters will then settle on an initial price at which to 
auction the shares. This must be low enough to attract investors, high enough to be attractive for 
the issuers. 

Often, to gauge interest, a ‘red herring prospectus’ is published with incomplete data. This 
prospectus must then be updated and cleared by the regulator before the IPO. 
When the IPO is launched, an underwriter’s institutional and retail clients will be the first to be 
served, since the underwriter receives an additional fee from the original selling concession. 
Such agreements may even be signed prior to the actual IPO.  

Once all shares have been purchased, they must be delivered. This was originally done using 
actual paper certificates, issued and monitored by a clearinghouse. Suring the early 18th century 
days of stock trading, the bourses in London and Amsterdam often listed one another’s’ stocks. 
To facilitate the actual trades, communications of which could take several days, clearing 
houses were created to facilitate the process. In the 1970s, these electronic ledgers began 
replacing paper certificates and clearing time was reduced from 14 days to 2 (T+2 = trade-day 
+ 2). Clearnet is the major clearinghouse in Europe, the Depository Trust Company and National 
Securities Clearing Corporation  in the US, and NetsUnion Clearing Corporation in China, which as 
of 2009 has surpassed the US in IPO valuations - $73 bn that year alone, doubling both the NYSE 
and NASDAQ combined! In 2001, the world’s major clearinghouses (about 150 of them) created 
the first international association of clearinghouses to enable seamless clearing between 
customers regardless of house.
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Trading Shares

Trading Stock CFDs
One of the most popular of these is the stock CFD - a Contract for Difference. Here, two parties 
agree to exchange the differences in value of an underlying asset when the contract expires. Since 
these are derivatives, one can also go short on a stock, i.e. derive value from the actual stock’s 
losing value. However, since stocks are usually not extremely volatile, even CFD traders will usually 
invest in them for the long term. In fact, it has been shown time and again that the most oft-traded 
stocks are the ones that lose value. Super-trader Warren Buffet’s maxim here is that his favourite 
holding time for a stock is “forever”! 

For, unlike forex and commodities, which are extremely sensitive to the unpredictability of news 
and climate, the corporate landscape is ruled  by longer-term investments. Except for products 
that have short-term “fad” value, establishing a company is an expensive enterprise. Investors who 
must subscribe to 1,000-share lots and pay taxes on their stock investments will not invest without 
executing due diligence and learning all they can about a company (see below). This is a labour-
intensive undertaking and not one that is feasible for short-term trades. They are into a stock for 
the long term. And history - through the ever-climbing stock index charts - shows that the stock 
market over time outpaces the money market by about 10% minus about 2-3% inflation. 

Once issued on an exchange’s primary market, shares can then be traded amongst investors on 
that specific exchange’s SECONDARY market or over the counter - not through a major exchange. 
In a manner not unlike the IPO’s underwriters, here is where market makers become critical. These 
are primarily broker-dealers, investment banks and other large institutional investors who retain an 
inventory of stocks, which allows them to price the shares independently. 

This is often as a result of the fact that not everybody can trade shares on an exchange. One 
needs to be licensed by the exchange, and the surcharges and taxes on stock-trading can be quite 
forbidding, especially to retail traders and individual investors. Also, the minimal contract in stock 
trading is quite often blocks of 1,000 shares.  

The other inhibitor for trading stocks is the buyer’s commitment. If a share loses value, the 
stockholder has no choice but to suffer the loss, sell at a loss or hang on to the stock in hopes of 
better days. As a result, stock derivatives have been gaining popularity over the past several years.



13

Short-Term Strategies: Capturing the Dividend
A major disadvantage of trading stock CFDs is the inability to enjoy dividends from those 
companies that pay them. This attracts traders, too - not just investors whose long-term yield 
is a factor of both stock re-evaluation and dividends. Short-term traders will try to “capture the 
dividend”, i.e. buy a stock immediately before and sell it immediately after a dividend payment 
(which is forewarned in most economic calendars focusing on stocks). Where said dividend 
is expected to be higher/lower than normal, this will also reflect in the stock price, insofar as 
regular CFD traders are concerned. Other stock movers include quarterly earnings reports in 
which earnings-per-share are the most closely watched indicator, and conference calls, which 
are monitored for forward guidance. However, most of these result in fluctuations, which may 
be sufficient to garner profits; but stocks relatively quickly return to their fair value, based on 
fundamental analysis. 

One other technique for monetizing shares relatively quickly is arbitrage, when a stock is listed on 
more than one exchange. Owing to time differences, a stock may be subject to a stimulus in one 
market that causes it to change value relative to the same stock as listed on the other exchange. 
Here, a trader will attempt to lock in the profit on the second exchange before it corrects itself 
towards the first.
 
Long term profits can be booked , if the direction of the stock has been powered by a change 
in the fundamentals of the company. Again, it does not matter if there has been a long or short 
position established by the trader or investors as long term positions is where the most profits are 
registered by momentum traders.
The above is true for all trading in stocks.  Holding a position for the long term allows the investor 
to capture the greatest movement in the price of  equity.  Stock prices don’t move steadily, rather 
by uneven swings.  As a result, it is impossible to time the market. Only by holding shares of stock 
for the long term is an investor assured of capturing the greatest profits.
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… on indexes.

Following this eBook’s conclusion, a word on stock indexes is in order. These are simply averages 
of key stocks listed on a specific exchange that indicate how well an economy is performing. 
But they are always provide investors with a basis upon which they can compare individual stock 
performance.  
 
Global stock indexes provide measurements of related stocks from several geographical regions. 
Regional indexes concentrate on smaller regions. National indexes - from a specific national 
market. And specialized indexes concentrate on specific sectors - biomedicals, industrials, high-
tech, real estate, plastics…

Indexes began quite by accident when two lawyers, Henry Varnum Poor and his 
brother, established a law firm and began investing in the timber industry. With the 
growth of the railway industry, their supply of railway track sleepers made them 
quite wealthy. When brother John purchased the American Railroad Journal in 1849, 
Henry became the editor, and initiated a regular compilation of the financial and 
operating status of railroad-related companies. Nearly a hundred years later, the 
Poor’s Publishing Company merged with Standards Statistics, in which Luther Blake 
had been doing the same for non-railroad related companies since 1906, to create 
Standards & Poor’s. Standards had been publishing a daily average of the NYSE’s top 
90 stocks since 1926. In 1957, upon the acquisition of a computer, the listing was 
expanded to covering 500 companies and renamed the S&P 500.

Meanwhile, journalist Charles Dow established the Dow Jones company alongside Edward Jones 
and Charles Bergstresser. The company’s first endeavour was a newspaper - the Wall Street Journal  
- a handsheet that they handed out to traders under the title, Customer’s Afternoon Letter.  In 1884, 
as a service to readers, the three began measuring the average value of the top 9 companies on the 
New York Stock Exchange  - the Dow Jones Transportation Average, which included 9 railroads and 
2 non-rail companies. The Dow Jones Industrial Average was initiated the following year. 
 
Today, nearly every stock exchange in the world either publishes its own index (like the NASDAQ 
index) or is tracked by an external company that publishes its index (like the London Stock 
Exchange’s FTSE - the Financial Times Stock Exchange index). These are computed as one sort of 
weighted average or the other of a fixed number of stocks, whose inclusion is dictated either by a 
fixed formula or decided upon by a panel of experts - at their sole discretion!
And since these indexes are mathematical constructs, they cannot be invested in. Instead, various 
funds, in which one can invest, track their performance. 

A Final Word… 
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… on cryptos

As with everything else, the entire stock and index market could be beset upon by the stewards 
of technology. Wikipedia, when interrogated on the topic of crowdsourcing, emits a long list of 
historical incidents, beginning with Solon’s first democracy in594 BC. It runs through the centuries 
before finally landing upon the Hollywood Stock Exchange - the world’s first online stock simulation 
using virtual assets (actors) and virtual currencies. Based on that timeline, the following year, a a 
British band funded their US tour by enlisting money from their fans. JustGiving (2000) is named 
the first volunteer service raising money for charities, and today crowdfunding serves to fund 
enterprises the world over. 

An interesting derivative of this is the ICOs - the initial COIN offerings, in which entities fund their 
new initiatives by issuing cryptos in return for funding. Ethereum was the first major ICO, raising the 
equivalent of $2.3 million in 2014 in the space of 12 hours. At present. Like crowd funding, ICOs 
are executed over-the-counter without regulation or oversight. This leaves huge room for fraud, and 
customers have no address for complaints when things go wrong. 

__________________________________________________________________________________________ 
1 David B. Hollander Money in the Late Roman Republic Columbia Uni Press, 2007 pp 47-49.
2 “Early European Settlements”. Imperial Gazetteer of India.VOL. II. 1908. p. 454.
3 Oxford English Dictionary, Oxford University Press, 1989

Like shares, index movements are measured in ticks but prices are quoted in the index’s local 
currency - the Nikkei in Yen, the FTSE in pounds, and so on. Each tick movement represents a 50-
cent movement in European index, 25 cents in US indexes, except the Dow Jones where a single 
tick equals a full dollar, or a point.
Minimum contract sizes and tick values can be found on tables you can access on the web. With 
some trading platforms, like MT5, simply right-click on the asset’s symbol. 


