
A DISCUSSION OF INVESTMENT INDUSTRY

f Describe types and functions of participants of the investment industry; g Describe . Equity securities are discussed
further in the Equity Securities chapter.

Thorp was a highly successful hedge fund manager in the s and s who spoke of a similar approach. In the
March edition of Forbes magazine, Warren Buffett ranked number 2 in their Forbes list. It is a crucial factor of
the price-to-book ratio, due to it indicating the actual payment for tangible assets and not the more difficult
valuation of intangibles. The five-year return for the sector, though, was  Analysis and forecasting of company
performance is based on publicly reported information from SEC filings and from corporate annual reports. If
financial companies are weak, this is a detriment to the average consumer. This does not include traditional
consumer banking. Most industries have online trade journals and magazines that can give you an idea of
industry activity, optimism, and overall health. The following are some questions to help you evaluate the
credibility of a Web site:Dax R. It also helps build up savings for retirement and employs millions of people.
Is the publisher reputable? Successful investors are hailed as gurus and high-profile financial news reporters
become celebrities. The largest companies within the financial sector are some of the most recognizable
banking institutions in the world including JPMorgan Chase, Wells Fargo, Bank of America, and Citigroup.
Most companies within the sector issue dividends and are judged on the overall strength of their financial
health. Intermediaries and collective investments[ edit ] Investments are often made indirectly through
intermediary financial institutions. Conversely, investors should consider some of the negative factors that
affect this sector as well: Rapidly rising interest rates: If rates rise too quickly, demand for credit such as
mortgages could drop, which could negatively affect certain parts of the financial sector. This will provide the
value representing the sum investors are prepared to expend for each dollar of company earnings. Make note
of your findings and the date for purposes of comparison. Look for a clean design and error-free writing. 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. Factors Affecting the Financial Sector
Some of the positive factors that affect the financial sector include: Rising interest rates on a moderate basis:
As rates rise, financial services companies can earn more on the money they have and on credit they issue to
their customers. A strong financial sector is a sign of a healthy economy. In an economic sense, an investment
is the purchase of goods that are not consumed today but are used in the future to create wealth. But there's
much more to it than that. Investment banks also provide guidance to issuers regarding the issue and
placement of stock, such as with an IPO or rights offering. What information raises questions or concerns?
What information encourages you in that decision? The debt-to-equity ratio is an indicator of capital structure.
Is the author reputable? As you explore the sources of financial news, you will develop a sense of which ones
are the most useful to you. The key to finding useful information is in understanding the credibility and
reliability of its source. 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. Is the site recommended by an independent
subject area guide? A high proportion of debt , reflected in a high debt-to-equity ratio, tends to make a
company's earnings , free cash flow, and ultimately the returns to its investors, more risky or volatile. During
the financial crisis of , the financial sector was one of the hardest hit, with companies like Lehman Brothers
filing for bankruptcy.


