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Stocks and companies? 

 

Selloffs have gripped markets around the globe as investors in 

virtually every market have sold equity holdings. Whether it 

is fears about the slowing economic growth rate in China, 

Argentina’s (and others') deleting currency reserves, or fears 

related to the Federal Reserve’s tapering program, the fear is 

palpable. U.S. markets had not suffered such a period of 

turmoil and decline since 2011, the Japanese Nikkei dropped 

over 4% on a single day, and markets around the world are in 

turmoil. 

 

Against that backdrop, it seems timely to review some of the 

more common phrases and terms that accompany market 

downturns. These terms, and the conversation that 

accompanies them, have been dominating the financial media 

as well as the marketplace during the last several weeks, and 

it important to have a firm understanding of what these terms 

mean. Lastly, it always important to remember that a stock 

price does not necessarily always reflect the realities of how 

the firm is performing.   

 

This important, but often overlooked dynamic, is something 

that is especially important to keep in mind during periods of 

turmoil and uncertainty (such as right now).  

 

Let’s get started 

 

Here the link to my weekly podcast - The Weekly Business 

Roundup 

 

Weekly Business Roundup 2/8/2014 
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Contact - A Fresh Pair of Eyes 

Feel free to reach out with your 

comments/suggestions or questions. 

afreshpairofeyes88@gmail.com 
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INVESTING TIP/DEFINITION 

SEAN STEIN SMITH - MBA, CPA, CMA, CGMA 

 

Bringing it all together 

 

The stock market selloffs of the last several weeks have many 

investors feeling jittery about future prospects of the market. 

In addition to unsettling investors, the gyrations and volatility 

of the market also have many non-investors concerned as well 

– publicly-traded companies comprise large percentages of 

many retirement plans and employ millions of people.  

 

With all the chatter surrounding the marketplace – bear 

market, short selling, and correction going on it seems to be 

an excellent time to review the differences between the 

performance of a stock and the performance of a firm. A 

common stock is the sum of discounted future cash flows, i.e., 

how much cash the earnings the market believes that the firm 

will generate in the future. This estimate (and it is an 

estimate), however, does not always line with the operational 

realities of the firm.  

 

Microsoft is often used as the perfect example of this so-

called “value trap.” Earnings and cash flows continue to 

increase, but the stock price is stagnant or moves lower. It is 

important to remember that stock prices are often influenced 

by events beyond the control of the management team. 

Governmental policies, the weather, headline news, and other 

market events influence the stock price, but not have any 

impact on the underlying business. 

 

Keep this in mind- Warren Buffet made the bulk of his 

fortune by buying stocks that were trading below what the 

underlying business was really worth.  

 

 

 

What do you think? 

 

 

 

 

 

 

 

 

 

A Fresh Pair of Eyes Definition 

Correction - a negative movement, of at least 10% in 

stock, bond, commodity, or index. Usually, temporary price 

declines interrupting an uptrend in market prices. 

 

 

 

 

 

 

 
Let us know what you think, 

and it might become the topic of a 
blog post or follow up newsletter 

article. 
 

afreshpairofeyes88@gmail.com 

What do you think? 
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Short selling 

 

Selling a security that you have borrowed, usually from a 

brokerage. The strategy is dependent on the stock falling in 

price. This allows the trader to sell, repurchase, return to the 

broker, and net the profit. 

 

  

 

  

 

  

 
 

   
 
 
 
   

 

Bear Market 

 

This a market that is filled with an attitude of pessimism 

regarding the financial prospects of stocks and investing 

overall. Heavy selling and continued falling  prices reinforces 

this belief 
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THE WEEK AHEAD 
Sean Stein Smith - MBA, CPA, CMA, CGMA 

 
 It is always good to recap and to analyze what happened during the past week, which is what I strive to do via the weekly 

roundup podcast (link to it is above).  In addition to analyzing what did happen, it is equally important to look forward to try to 

anticipate how the upcoming events of the week ahead could impact you and your money. That is the point of this column, which is 

broken down into domestic events, as well as the international events that could be of importance to your investments. 

 

Domestic  

Let us start our discussion with the news and economic activity that are 

on the agenda for the U.S. this week. 

This past week was jam-packed with lots of market-moving information, 

and this upcoming week does not look any different. While the weather 

dominated this week with much of the country digging out some various 

snow and ice storms, there were several stories that were announced that 

will continue to have major impacts on the economy during this 

upcoming week.  

How much of the lower than expected jobs number was due to the 

weather? That is a question that will be of great debate during the coming 

week - although numbers are seasonally adjusted, this year's weather has 

been more severe than that of recent years. A story that evolves from this 

data point is related to the Federal Reserve's stance on tapering. In light 

of slowing job growth, will the central bank slow down the tapering 

process. 

With these decisions impacting interest rates, currency markets, stock 

markets around the world, these (2) stories are sure to dominate the 

headlines moving forward this week.  

Of course, there will be corporate news announced during the week as 

well, so keep your eyes open and check out the blog @ 

http://ssteinsmith.com/ for daily analysis! 

International  

Obviously, the lead story this week, and for the next several weeks, will 

be the Sochi winter Olympics. With costs that ran over $50 billion 

dollars, the events are serving simultaneously as a showcase for Russia, 

the Russian economy, and Vladimir Putin (the Russian President). 

Against the backdrop of geo-political tensions and economic issues, these 

Olympic games will certainly be the focal point of the news for the time 

being. 

 

 

 

 

What do you think? 

 

Let me know if these tips were 

helpful 

 

afreshpairofeyes88@gmail.com 

Budget Tip – Cold Weather Tips 3 

 

Changing to CFL light bulbs might help keep your house 

warmer – how, you ask? CFL light bulbs can use up to 

75% less electricity than traditional light bulbs, and when 

seen in that light, the budget friendliness of investing in 

these bulbs becomes apparent. By using these bulbs, and 

subsequently less power (and money), you can have some 

extra wiggle room to crank that heat up?  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

  

  

 
 
 
 
 
 

 

Excel - PDF 

 

You receive an e-mail from your manager. Your manager 

asks you to create a report of some sort and wants you to 

send it to a client, but making sure that they cannot 

manipulate the information. 

 

1. Click File, Print or CTRL-P as the keyboard shortcut. 

2. Now select Microsoft Office Document Image Writer. 

This will enable you to create a PDF-like file where no 

one can manipulate information.  

 



 

 If you like the newsletter, you 

might also enjoy the book. "A Fresh 
Pair of Eyes - Finance for the Young 
Investor" is available on both Amazon 

and in the Kindle Store.  

 

A Fresh Pair of Eyes - Finance for the 

Young Investor  

 

Personal Financial Planning 

 

A Fresh Pair of Eyes - Personal 
Financial Planning 

 

And my new book - Stocks  

A Fresh Pair of Eyes - Stocks for 

the Young Investor 

 

 

 

afreshpairofeyes88@gmail.com 

 
A Fresh Pair of Eyes  

THE WEEKLY EDITION 
Feedback is Always Welcome! 

Feedback is the key to continuous improvement, so if there are any topics, themes, or stories you would like 

covered in the weekly newsletter, or if there is something you wish to know more about, please send an email to 

afreshpairofeyes88@gmail.com.  

 

Thanks again for reading!  

 

Sean 
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A Fresh Pair of Eyes 
Making Sense of Finance and 

Accounting 
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