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13.7: Investment Information

1. Explain how leading economic indicators are used to gauge the current economic cycle and the outlook for the economy.
2. Explain how indexes are used to gauge financial market activity and as benchmarks for asset classes and industries.
3. Identify and evaluate sources of information used to analyze and forecast corporate performance.
4. Sample and evaluate media outlets providing investment information and advice.

Investment information seems to be everywhere: in print, radio, television, Social Media, and Internet—24/7 and global. Successful
investors are hailed as gurus and high-profile financial news reporters become celebrities. No shortage of commentators and
pundits will analyze every morsel of news, but how can you find useful investment information to make investment decisions?
Even more important, how can you find useful information that you can trust based on the reliability of its source?

Your investment decisions involve asset allocation and security selection. To make those decisions, you need information that will
help you form an idea of the economy, industry, and company that affect your decisions. The three main kinds of information that
investors use are economic indicators, market indexes, and company performance.

Economic Indicators

To gauge the economic environment or cycle, the most widely used measures are the following:

Gross Domestic Product (GDP) is a common measure of the value of output.
Inflation measures the currency's purchasing power.
Unemployment measures the extent to which the economy creates opportunities for participation.
Interest rates affect the future value of money.

The U.S. government tracks GDP, inflation, and unemployment through its agencies, such as the Federal Reserve Bank, the Bureau
of Labor Statistics, and the National Bureau of Economic Research. Globally, the World Bank tracks similar statistics, which are
widely reported in the media as recognized benchmarks of a nation's economic health.

In addition, interest rates are another financial market indicator. Interest rates are tracked intently because so much capital
investment, consumer investment (for houses, cars, education), and even daily consumption relies on debt financing. The prime
rate, the lowest available retail interest rate, and average mortgage rates are the most commonly followed rates.

Economists look at many other factors to measure the economy. The index of leading economic indicators, published monthly,
includes the following:

1. The length of the average workweek (in hours)
2. Initial weekly claims for unemployment compensation
3. New orders placed with manufacturers
4. The percentage of companies receiving slower deliveries from suppliers (vendor performance)
5. Contracts and orders for new plants and equipment
6. Permits for new housing starts
7. The interest rate spread (difference) between the ten-year Treasury bond and the Federal Reserve Funds rate, the "overnight

rate" that banks use to lend to each other
8. The index of consumer expectations (the University of Michigan Index)
9. Change in the value of the index of stock prices (for 500 common stocks)

10. Change in the money supply.

All these measures indicate how productive the economy is, how successful it is at creating jobs and incomes, and how much
benefit it can create for consumers. A decline in the leading indicators for three consecutive months is thought to be a strong sign
that the economy is in a downturn or even heading toward a recession.

Market Information
The health of financial markets is gauged by the values of various securities indexes that show the growth or decline of prices in
various markets. The indexes are used to gauge the movement, direction, and rate of change as well as nominal value.
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Tables 13.7.1 and 13.7.2 lists some examples of the many stock indexes and bond indexes and the publicly traded securities they
track.

Table 13.7.1 : Examples of Stock Indexes

Stock Indexes

Dow Jones Average (DJA) 60 leading corporations

Dow Jones Industrial Average (DJIA) 30 leading industrial corporations

S&P 500 (Standard & Poor's) 500 largest corporations (by capital value)

NASDAQ Composite All companies listed on the NASDAQ exchange

Russell 3000 3,000 largest U.S. companies based on total market capitalization

Table 13.7.2 : Examples of Bond Indexes

Bond Indexes

Dow Jones Corporate Bond Index 96 equally weighted, recently issued corporate bonds

Barclays Capital U.S. Government/Credit Bond Index U.S. government, Treasury-related, and corporate bonds

J.P. Morgan Overseas Government Bond Index Long-term, non-U.S. government bonds

J.p. Morgan Emerging Markets Bond Index (EMBI) Government bonds issued by emerging countries

There is an index for anything that is traded: commodities, currencies, interest rate futures, and so on. Measures of market
momentum include statistics such as the percentage of stocks that advanced (increased in value) or declined (decreased in value) or
the volume of shares bought and sold. If more stocks advanced than declined, for example, that may suggest optimism for the stock
market.

When interpreting index information, be aware of the investments an index represents. For example, the Dow Jones Industrial
Average, or "the Dow," consists of the equity values of only 30 companies of the more than 5,000 publicly traded companies. The
Dow is quoted widely and regularly. It was started in 1896 by Charles Dow, founder of Dow Jones, Inc., and the Wall Street
Journal.

Some companies specialize in analyzing asset classes of particular securities. Two well-known analysts of mutual fund
performance are Morningstar (www.morningstar.com), which is geared toward investors, and Lipper Reports (www.lipper.com),
which is geared toward investment managers.

Indexes are used as benchmarks for an asset class or a sector of the economy. The Standard & Poor's (S&P) 500 Index is used to
benchmark the performance of large company (large cap) stocks, for example, while the Dow Jones Transportation Index is used to
compare the performance of the transportation industry to that of other industries.

Industry and Company Information
An industry's media is another place to research how an industry is doing. Most industries have online trade journals and magazines
that can give you an idea of industry activity, optimism, and overall health. Another source are companies that specialize in
research and analysis of industry and company data, such as D&B Hoovers (www.hoovers.com) or Value Line
(www.valueline.com).

When professionals analyze a company for its investment potential, they look first at financial statements. You can access this data
as well, because all publicly traded corporations must file both annual and quarterly financial reports with the U.S. Securities and
Exchange Commission (SEC). Those files are then made available on the SEC's Web site (http://www.sec.gov/edgar) through
Electronic Data Gathering and Retrieval (EDGAR), the SEC's data bank. The annual reports (10-Ks) are audited, and the quarterly
reports (10-Qs) are unaudited, but both have to show the company's financial statements and report on important developments and
plans or explain unusual financial results.

The 10-K and the 10-Q can give you a good sense of what and how the company has been doing or planning for the future. Similar
corporate information may be found in the company's annual report, sent to shareholders and also available on the company's Web
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site.

An annual report is a narrative of how the company is doing. It includes financial statements, dated at least two years back so that
you can see the company's progress. It also includes a discussion, presented by the company's management, of the company's
strategic plans, competitive environment, industry outlook, particular risk exposures, and so on. You can get a good sense of how
well positioned the company is going forward from an annual report or 10-K.

Evaluating Sources of Information

Investment information is readily available. Accessing that information is easy, but evaluating its reliability may be difficult, along
with knowing how to use it. It is important to distinguish between objective news and subjective commentary. A reporter should be
providing unbiased information, while a commentator is providing a subjective analysis of it. A news article ideally conveys
objective facts, while an editorial or opinion provides subjective commentary. Both kinds of "news" appear in all kinds of media,
such as print, radio, television, and the Internet. Most print publications have continually updated Web sites, some with streaming
video, and there are financial social networks and blogs providing online discussion and observation.

As you explore the sources of financial news, you will develop a sense of which ones are the most useful to you. Table 13.7.3 lists
a selection of financial news sites to explore.

Table 13.7.3 : Sample of Financial News Sources

Publication Web Site URL About

The Economist http://www.economist.com
Print and online magazine with daily
comprehensive world financial news and
opinion

The Wall Street Journal http://online.wsj.com/home-page
Print and online newspaper with world
news relating to business and investment

Barron's https://www.barrons.com
Print online magazine with news relating to
stock investing

Bloomberg http://www.bloomberg.com/
Daily online data and commentary on
companies and the financial markets

Market Watch http://www.marketwatch.com/

Television, radio, print, and online news
with articles about companies and
comprehensive data on world financial
markets

Smart Money http://www.smartmoney.com/
Online financial news and advice for
individual investors and small businesses

Kiplinger's http://www.kiplinger.com/
Print and online personal finance
information and advice for individual
investors and small businesses

Motley Fool http://www.fool.com/
Financial services site offering news,
investment advice, and infotainment for
individual investors

CNN Money http://money.cnn.com/
Television, radio, mobile, and online
business, financial, and personal finance
news

Forbes Magazine http://forbes.com/
Print, online, and broadcast business news,
financial news, stock market analysis, and
rankings

The Street http://www.thestreet.com/
Online business news and personal finance
and investing advice and stock picks
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Publication Web Site URL About

World Financial
http://www.worldfinancialnewsnetwork.co
m/

Online portal for collection and analysis of
investment information on public
companies worldwide

The Suze Orman Show http://www.suzeorman.com
Online and broadcast personal financial
advice

As you survey these news sources, be aware of features that might lead you to trust an online source of information. The following
are some questions to help you evaluate the credibility of a Web site :

1. Can the content be corroborated? (Check some of the facts.)
2. Is the site recommended by a content expert? (Look for a rating or recommendation.)
3. Is the author reputable? (Search on the author's name.)
4. Do you see the site as accurate? (Check with other sources.)
5. Was the information reviewed by peers or editors? (Read the reviews or logs.)
6. Is the author associated with a reputable organization? (Search on the organization.)
7. Is the publisher reputable? (Search on the publisher's name.)
8. Are the authors and sources identified? (Look for source citations or references.)
9. Do you see the site as current? (Check "last updated" or headline date.)

10. Do other Web sites link to this one? (Look for links.)
11. Is the site recommended by a generalist? (Ask a librarian.)
12. Is the site recommended by an independent subject area guide? (See site referrals.)
13. Does the domain include a trademark name? (Look for a trademark in the URL.)
14. Is the site's bias clear? (Read the "About." Look for a statement of purpose. Read the author's profile.)
15. Does the site have a professional look? (Look for a clean design and error-free writing.)

The more questions you can answer in the affirmative, the higher the credibility of the Web site and the more you can trust it as a
source of information. The same questions can be extended to evaluate the reliability of specific online financial news sources.

One Web site which shows Web site resources for beginning investors is U.S. News and World Report (2) 

Useful investment information analyzes the current economic, industry, and company performance.
Leading economic indicators are used to gauge the current economic cycle and the outlook for the economy.
Indexes are used to gauge financial market activity and as benchmarks for asset classes and industries.
Analysis and forecasting of company performance is based on publicly reported information from SEC filings and from
corporate annual reports.
Many media provide investment information and advice for both experienced and novice individual investors, and such
advice is readily available online.
The key to finding useful information is in understanding the credibility and reliability of its source.

1. What four measures are the most important indicators of the health of the economy? What are the other leading economic
indicators? Go to a financial news source to find out the status of all the economic indicators at this time. Make note of
your findings and the date for purposes of comparison. How does the information inform you as an investor? Discuss with
classmates the implications of the economic indicators for investing. For example, read the results of the most recent
Consumer Confidence Survey. How might these survey results inform you as an investor?

2. Visit the SEC's EDGAR site. Take the tutorial to familiarize yourself with how the site works and then click on "Search for
Company Filings." Enter the name of a company with a publicly traded stock of interest to you. Then click on the
company's most recent annual report it filed with the SEC. Read the annual report in its entirety, including parts you don't
understand. Jot down your questions as you read as if you are thinking of buying shares in that company. What information
encourages you in that decision? What information raises questions or concerns? Go to the company's Web site and check

[1]
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its online documents, news, updates, and the current status of its stock. Are you further encouraged? Why or why not?
Where can you go next to get data and commentary about the company as an investment opportunity?

3. Survey the news sources listed in Figure 14.4 and number the sites to rank them in order of their usefulness to you at this
time. Record in your personal finance journal your top five sources of financial information and why you chose them.

4. Have you ever mistaken a press release or a blog for hard news when looking for information online? How do you assess
the reliability and accuracy of financial (and other) news you read online? Discuss with classmates the positions taken in
this debate. In your personal finance journal, write an essay expressing your own conclusions about trusting financial
information you find online and using it to make personal finance decisions.

 Dax R. Norman, "Web Sites You Can Trust" American Libraries (August 2006) 36. Also see the Librarians' Internet Index of
Web Sites You Can Trust, lii.org/ (accessed June 2, 2009).

(2) Coryanne Hicks, "5 of the Best Investment Websites for Beginners", U.S. News and World Report (October 2024)
1. https://money.usnews.com/investing/a...-for-beginners (accessed December 8, 2024).

This page titled 13.7: Investment Information is shared under a CC BY-NC-SA 3.0 license and was authored, remixed, and/or curated by
Anonymous via source content that was edited to the style and standards of the LibreTexts platform.

[1]

https://libretexts.org/
https://creativecommons.org/licenses/by-nc-sa/3.0/
https://biz.libretexts.org/@go/page/127720?pdf
https://money.usnews.com/investing/articles/best-investment-websites-for-beginners
https://biz.libretexts.org/Courses/Folsom_Lake_College/BUS_320%3A_Concepts_in_Personal_Finance_(Buch)/13%3A_Introduction_to_Investing/13.07%3A_Investment_Information
https://creativecommons.org/licenses/by-nc-sa/3.0
https://biz.libretexts.org/Courses/Folsom_Lake_College/BUS_320%3A_Concepts_in_Personal_Finance_(Buch)/13%3A_Introduction_to_Investing/13.07%3A_Investment_Information?no-cache
https://courses.lumenlearning.com/waymakerintromarketingxmasterfall2016

