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LEARNING TARGETS
1. Explain how stock exchanges (like the NYSE and Nasdaq) work to match buyers and sellers
2. Explain how supply and demand set stock prices and why prices move on news and earnings
3. Describe what a market index (like the S&P 500 or the Dow) measures and how bull and bear markets differ
4. Use percent change ((new - old) / old) x 100 to size a market move, and explain why a long-term investor stays calm when the market drops

SECTION 1
What Is the Stock Market?
The Whole System
The STOCK MARKET is the whole system of exchanges, buyers, and sellers where shares of public companies are bought and sold.
A share of stock is a small piece of ownership in a public company - the market is where those pieces change hands.
What the Market Does
The market's job is to connect people who want to BUY shares with people who want to SELL them, and agree on a price.
The U.S. market trades on weekdays (about 9:30 a.m. to 4:00 p.m. Eastern); prices update constantly while it is open.
SECTION 2
Stock Exchanges: The NYSE and Nasdaq
What an Exchange Does
A STOCK EXCHANGE is an organized marketplace that matches buyers and sellers.
It lists the price of every trade so everyone sees the same market price.
Most trading today is done by computers matching orders in a fraction of a second.
The Two Biggest U.S. Exchanges
The NYSE (New York Stock Exchange) is the largest, home to many older companies.
The NASDAQ is known for technology companies and is fully electronic.
SECTION 3
Supply and Demand Set the Price
How a Price Is Set
SUPPLY AND DEMAND set every stock price - buyers and sellers agree on it.
More BUYERS than sellers (demand > supply): the price rises.
More SELLERS than buyers (supply > demand): the price falls.
The Market Price
The MARKET PRICE is the price of the most recent trade - the amount a buyer and a seller just agreed on for a share.
When good news comes out, more people want to buy, so the price is bid up.
SECTION 4
Market Indexes: The S&P 500 and the Dow
What an Index Tracks
A MARKET INDEX is a single number that tracks a basket of stocks, so you can see how the whole market moved at a glance.
The S&P 500 tracks 500 large U.S. companies and is the index most often used to represent the overall U.S. stock market.
The Dow and Why Indexes Help
The Dow Jones Industrial Average tracks 30 big, well-known companies - an older, narrower index you hear quoted on the news.
Instead of checking thousands of stocks, you watch one index number to know if the market as a whole went up or down.
SECTION 5
Why Prices Move: News, Earnings, and Percent Change
News and Earnings Move Prices
Prices move when NEWS changes how many people want to buy or sell.
EARNINGS reports (a company's profits) are the biggest regular mover of a stock price.
When a company BEATS expectations: more buyers, demand up, price up.
Percent Change = ((new - old) / old) x 100
PERCENT CHANGE sizes a move: ((new value - old value) / old value) x 100.
A $50 stock beats earnings and jumps to $58: (58 - 50) / 50 x 100 = +16%.
SECTION 6
Bull Markets and Bear Markets
The Two Big Phases
A BULL MARKET is a sustained rise in prices - about +20% or more off a low - when investors are optimistic and buying.
A BEAR MARKET is a sustained fall in prices - about -20% or more off a high - when investors are fearful and selling.
Measuring and Repeating
We use PERCENT CHANGE off the recent high or low: a fall of 20% or more is a bear, a rise of that much off a low is a bull.
Over 25 years a broad index had three big bears but still climbed from 1500 to 4500.
SECTION 7
Staying Calm When the Market Drops
Drops Are Normal
Bear markets are a normal part of investing; historically the market has recovered from every one and gone on to new highs.
TIME IN THE MARKET means staying invested through the ups and downs beats trying to guess when to jump out and back in.
The Biggest Mistake
Selling after a drop turns a paper loss into a real one and often misses the fast recovery that follows a bear.
For a long-term investor still adding money, lower prices in a bear market mean buying shares on sale for the recovery.
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