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Stocks with a high P/E are considered expensive; more dollars have to be 
spent for each dollar of earnings. Low P/E stocks are considered “cheap,” 
in a good way. The P/E metric is not only used to evaluate stocks but can 
also be calculated and evaluated with respect to entire indexes, funds, and 
even personal portfolios. 

Some stocks will not have their P/E listed. This is either because there is 
no current data available to calculate P/E, or because the P/E is actually 
negative, because the company has been losing money.

“Annual earnings” are the net earnings accrued over the previous 
four quarters.

Usually, the P/E you find listed in a stock table is the “trailing” P/E, 
meaning that it reflects the stock’s earnings over the last four quarters. A 
“forward” P/E is another way of assessing P/E, whereby analysts combine 
the data from the last two quarters with their projections for the next two 
quarters. Obviously, forward P/E will not always be as accurate as trailing 
P/E, but it could prove useful. For instance, if new market forces appear 
or big news comes out that is relevant to the welfare of the company, a 
forward PE will be able to take this new information into account.

The Difference Between “Earnings” & “Profit”  
Earnings, not profit, are used to calculate a stock’s P/E ratio. Earnings 
and profit are similar but certainly not identical concepts. Earnings refer 
to the amount of money taken in minus the costs of the goods sold and 
minus the costs of all other efforts that immediately contributed to the 
revenue gain. Profit is wider in scope, including an account of all other 
overhead and administrative costs. Over any given period, a company’s 
profit will be less than its earnings. In small business terms, “earnings” are 
the equivalent of gross profit, and “profit” is the equivalent of net profit.

Dividend Yield
Returning to Figure 8, there are two columns in the stock table that pro-
vide information about dividends: the DIV column and the YLD % col-
umn. The DIV column quotes the current annual dividend of the stock. 
RACE is quoted at .67, meaning that for each share of Ferrari N.V. stock 
owned, an investor would be paid 67 cents in dividends over the course 
of a year. The YLD % column shows the current dividend as a percentage 
of the stock’s overall price. Investors who rely on their stock portfolios 
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P/E (Price-Earnings) Ratio
In Figure 8, you will notice a column labeled P/E. This stands for 
price-earnings ratio and is one of the most commonly discussed and eval-
uated metrics relied upon by traders, especially when considering whether 
a stock is “cheap” or “expensive.”

P/E is calculated by dividing the price of a stock by its earnings per share 
(EPS). A good way to illustrate the importance of this metric is by scaling 
it down to the level of a small business. Let’s say there is an auto mechanic 
who runs a parts and repair shop and the shop has brought in a million 
dollars in earnings over the last four quarters. The owner of the shop de-
cides that he wants to sell the shop and is asking twenty million dollars. 
The price-earnings ratio of the auto shop is thus 20:1, or 20. At a glance, 
it may appear that this is a fairly expensive proposition. If you bought the 
auto shop, then you would theoretically have to wait twenty years before 
realizing a full return on your investment. But such a view only takes into 
account earnings, not capital gains. If the business improves over time, 
then you have the potential not only to boost earnings higher than $1M, 
but you can also resell the business at a higher price (which is much easier 
to do after earnings go up). 

Now, let’s say that you are seriously interested in buying the auto shop for 
twenty million. You are about ready to pull the trigger on the deal when 
a friend of yours tells you that there is another auto shop that just went 
on the market. This auto shop brought in 1.5 million over the last four 
quarters and the owner is asking twenty-eight million for the business.

Based solely on price-earnings, which auto shop is the better buy?

Answer: The P/E for the first auto shop is 20. The P/E for the second shop 
is 28:1.5, or 18.67. Looking only at P/E, the second shop is a better deal.

To calculate the earnings per share of a stock, divide the company’s total 
earnings in dollars by the number of total shares outstanding. P/E allows 
investors to give more meaning to the otherwise arbitrary price of a stock. 

fig. 10
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timately poor financial judgment calls. More plainly put—do not undervalue 
the simple luxury of having someone in your corner to talk to when you need 
a little reassurance.

The markets have an impeccable, 100 percent track record when 
it comes to recovery, but during a down economy, when you are 
watching your portfolio decline in value, it can be difficult to act 
out of historical awareness rather than out of panic.

fig. 15
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most people like to think that they have good sensibilities when it comes to 
managing their money. But after spending thirty years in the financial services 
industry, I am left with an unenviable obligation to report the truth—many 
people are poor managers of their investments and personal finances. 

Don’t take my word for it, though. All you have to do is look at down mar-
ket versus up market investment trends and data. When securities lose value, 
people sell them off when they should be buying them. And when securities 
gain value, people buy them when they should be selling them off.

The first two grey ovals from the left in Figure 1417 show how dips in 
the market (represented by the Russell 3000 index) correlate with an outflow 
of investment dollars in mutual funds. The third grey oval shows a period of 
market growth correlating with an increase in mutual fund investment. These 
correlations illustrate a “buy high, sell low” mentality that is counterproduc-
tive to success in the marketplace. Investors succumb to this mentality because 
this counterproductive behavior is intuitive. It feels like the right thing to do at 
the time. A good financial advisor bringing years of experience to the table on 
your behalf can prove an invaluable buffer against intuitively enticing but ul-

fig. 14
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Dollar cost averaging does not, by any means, guarantee investors more 
bang for their buck. If you have the cash to invest and you choose to gradually 
enter into a position over time, there is always the risk that you will end up 
paying more for fewer shares than you would have paid had you invested all 
at once. Furthermore, anytime you pursue a strategy where you are making 
more frequent trades, you will incur added expense in the form of commis-
sions and fees. In our WIFI example above, the investor would have to factor 
in the costs of the twelve trades, one each month over the course of a year. If 
each trade costs $5 ($60 in total), then the $250 value of the strategy must be 
reduced to $190.

Q: Is the dollar cost averaging strategy more likely to be successful in 
an up market or a down market? What do you think?

Consider the following scenario: you have a thousand dollars to invest ev-
ery month, and you decide to use the dollar cost averaging (DCA) strategy to 
gradually buy into a stock that is currently selling for $10 per share. Figure 36 
depicts how this strategy could play out in two different market environments. 

fig. 35
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In the first environment (the “rising cycle”) the stock is steadily climbing in 
value. In the second environment (the “fluctuating cycle”) the stock declines 
and then gradually regains strength.

At the end of twelve months, the use of DCA in the fluctuating cycle 
resulted in the more valuable position, $16,912.70 versus $16,708.80. This is 
because the investor in the fluctuating cycle was able to purchase more shares 
at a faster pace. By the end of the twelve-month period, the fluctuating cycle 
investor bought about twice as many shares as the rising cycle investor. Be-
cause the fluctuating cycle investor was able to acquire more shares through-
out the period, he was positioned to reap greater net benefits when the stock 
began to climb in price, enough to surpass the rising cycle investor despite the 
fact that the stock itself was worth twice as much at the end of the rising cycle. 
At the end of the day it is share count, not stock price, that is the essential 
catalyst for generating wealth. You can quote me on that.

Dollar cost averaging is a good tool for investors who are new to investing 
or particularly cautious about a certain investment and want to test the waters 
before they plunge right in. If a stock is particularly volatile, dollar cost aver-
aging can be used to help ensure that you do not put in all your money at the 
peak of the stock’s price. Using a DCA strategy can also serve to insulate you 

fig. 36

132 InvestIng QuIckstart guIde

you exercise your options contract, then you will profit $50. That is, you 
buy the dress for $100, the price specified in your options contract, and 
immediately resell it at its new market value of $200, a difference of $100.
Then you subtract the $50 premium you paid to own the option, and you 
are left with a $50 profit. 

In another scenario, Kate Upton models the dress, the price goes up to 
$200, and rather than buying the dress, you simply sell the options con-
tract to another party. Remember, when you bought the $100 option for 
$50, the dress was selling for $125. Now that the dress is selling for $200, 
your $100 option, which does not expire for another three months, is 
going to be worth a lot more than the $50 you paid for it six months ago.

Replace the dress in our example with stocks and other securities, and you 
have options trading in a nutshell. Options trading markets can be compli-
cated and fast-paced environments that are not conducive to the interests of 
many beginner-level or conservative-minded investors. Day traders are often 
avid options traders as well, because volatility and liquidity play major roles in 
options trading just as they do in standard day trading. 

The standard options trading vernacular centers around calls and puts. A 
call option is written (sold) by the owner of a security. The buyer (owner) of a 
call option buys the right to purchase the stock at a specific price within a spe-
cific window of time. A put option is written/sold by a trader willing to prom-
ise the purchase of a particular security at a specific price within a specific 
window of time. The buyer (owner) of a put option has the right to sell shares 
of the security at the price specified any time within the specified window. 

If you are confused, think of it this way—if you buy/own a call option (like 
we did in the dress example), then you are buying the right to call in a stock 
(security) at an agreed-upon price (like we did when we called in the dress for 
$100 in July despite the fact that its July market price was $200). We owned 
the call option and we used it. Reflexively, if you buy/own a put option, then 
you have the right to put the stock back into the market at a specific price.

Here are the essentials of options strategy:

 » When you buy a call option, you want the stock’s price to go up.
 » When you sell a call option, you want the stock’s price to stay the 

same or go down.
 » When you buy a put option, you want the stock’s price to go down.
 » When you sell a put option, you want the stock’s price to stay the 

same or go up.

133The Short Game

Let’s say you buy a $100 put option rather than a $100 call option on the 
dress from the previous example. This put option would prove practically 
worthless if the price shot up to $200. You would still have the right to 
sell the dress for $100, but why would you want to? In order to do so you 
would first have to buy the dress at its current market price ($200). You 
would be out $100 plus the premium you paid to own the option. Not 
good. On the flip side, if something happened causing the price of the 
dress to go down to $50, then your put option (let’s say you paid a $25 
premium to own it) would be profitable! You would be able to buy the 
dress at its current market price ($50) then exercise the $100 put option 
to sell the dress for $100. After deducting the premium you paid to buy 
the option ($25) you would be left with a $25 profit.

The main factors affecting the premium you pay for any given option are, 
of course, the current value of the underlying security and the total duration of 
the contract. The longer the duration of the contract, the higher the premium. 

Options are not used only by day traders. Traditional investors, especial-
ly higher-net-worth individuals who have significant sums of money in the 
markets, can leverage options trading. One common application is known as 
selling a covered call. A covered call option simply means that the writer/seller 
already owns sufficient shares in the underlying security so as to cover all ob-
ligations in the event that the option is exercised by the buyer.

I have 100 shares of Bristol-Myers Squibb stock (BMY), and I write a 
call option that guarantees another party the right to purchase 100 BMY 
shares for $54 per share at any time within the next three months. This 
is a covered call, because I already own the shares that I am committing 
to sell. Now, let’s say that BMY is selling for $53 at the time that I write 
this option. The $54 “strike price” of my option is a dollar higher than 
the current value of the underlying asset ($53). In order for the buyer of 
my option to profit, BMY will have to go up in value. The buyer pays a 
premium of 50 cents per share. At 100 shares, that is $50 he is paying me 
to own the right to buy BMY from me at $54 a share at any time over the 
next three months.

Options contracts are typically for purchases of 100 shares (1 
contract = 100 shares).

Selling a call option against shares that you already own, also known 
as selling a covered call, is one of the more conservative options 
strategies.
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WHAT PEOPLE ARE SAYING...

“Ted has accomplished a rare blend of important objectives in this book. On the one hand, this 
resource is an excellent introduction for new investors to devour as they learn the discipline and 
strategies it takes to be a good investor. I plan to buy some copies to give away to people I run 
across who express interest in learning more about investing. On the other hand, I found Ted’s 
compilation to be an excellent reference for the experienced investment team in our advisory 
office. While I was familiar with most of the topics discussed, there were some that I needed a 
refresher on, which Ted has done succinctly and effectively. Now, instead of immediately turning 
to Google or Investopedia, I’ll turn to this book when I need to research an investment concept. 
Yet what I love most about Ted and his work is his commitment to teaching investing in the 
proper context of living life with great purpose and intentionality. Life and wealth have 
tremendous purpose, and Ted helps readers grasp this important truth.”

“Useful information and practical application are 
what people look for when they start investing 
their own money. Ted has compiled valuable, 
easy-to-learn-and-understand graphics, 
anecdotes, reminders, hints, and examples 
of what it takes to establish a foundation 
of solid investment skills. Three decades of 
experience are shining through in his book to 
educate people to be successful investors.”

“Ted has always impressed me with his perfect balance between financial planning strategies and 
a genuine care for his clients. This book is full of Ted’s wisdom. It is an excellent, well written, 
easy-to-understand foundation for beginners wanting to start investing, and a wonderful 
resource for tenured investors.”

“The Investing QuickStart Guide will help 
anyone who is serious about learning 
the important principles of investing. It 
will be equally worthwhile as a reference 
for those with some experience. It is an 
easy read, written in an understandable 
way, with great insights. It is a valuable 
part of my investing library.”

– Alan Roseman, CPA, CFP®, CAP®   
  & Chris Langford CAP®
  Roseman Wealth Advisors, Tyler, TX

– Erin Botsford, CFP®, CRPC
   CEO, Botsford Financial Group, Frisco, TX

– David H. Easton, CFP®
   Principal, Catalyst Retirement Advisors   
   Aurora, CO

– Ken Painter, CFP®   
   Founder & Chief Wealth Advisor
   Strata Wealth Advisors LLC, Dallas, TX

INVESTING QUICKSTART GUIDE:
THE SIMPLIFIED BEGINNER’S GUIDE TO NAVIGATING 

THE STOCK MARKET, GROWING YOUR WEALTH, 
& CREATING A SECURE FINANCIAL FUTURE
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TED D. SNOW CFP®, MBA

A LEADING AUTHORITY ON 
PERSONAL FINANCE, INVESTING, 
& WEALTH MANAGEMENT
TED D. SNOW, CFP®, MBA, has been working in the financial services industry since 1987. 
He has contributed numerous articles featured in outlets like CNBC, Investopedia, and 
Forbes. Ted has appeared twice on D Magazine’s Best Financial Planners in Dallas list.
He is the founder of Snow Financial Group LLC and holds an MBA in financial 
planning from the University of Dallas, where he graduated magna cum
laude. Ted and his wife Mary live in the greater Dallas metro area. 

View Ted Snow’s media appearances: 
www.clydebankmedia.com/contributors/
ted-snow

WWW.CLYDEBANKMEDIA.COM    |    PO BOX 6561 ALBANY, NY 12206    |    (888) 386-2624 

EXPERIENCE:
•	 Master’s degree in financial planning from the University 

of Dallas 1995

•	 Adjunct professor at the University of Dallas Graduate 
School of Management (1999–2007)

•	 Bachelor’s degree in finance from Utah State University 1986    

•	 Named in the article “Best Financial Planners in Dallas” as 
seen in D Magazine

•	 Named in the “Guide to America’s Top Financial 
Planners” annually since 2005

•	 Has been in the financial services profession since 1987

TED D. SNOW, CFP®, MBA, is the author of 
the Investing QuickStart Guide: The Simplified 
Beginner’s Guide to Navigating the Stock Market, 
Growing Your Wealth, & Creating a Secure Financial 
Future. He is also the founder of Snow Financial 
Group: http://www.snowfinancialgroup.com
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TARGET MARKETS: 

» General Trade Market:
• Individuals seeking to understand how to invest in the stock market
• Individuals seeking to understand how to save for retirement
• Individuals seeking to grow current wealth and/or achieve financial freedom
• Finance professionals seeking a content refresher or a reference guide

» Academic Market:
• High School classes in personal finance, economics, investing, stock markets
• Undergraduate classes in personal finance, economics, investing, stock markets

» Additional Markets:
• Domestic and international libraries
• Domestic and international bookstores
• Personal finance/investing training programs

COMP TITLES:

Investing For Dummies, 8th Edition
Author: Eric Tyson | Publisher: Wiley
ISBN-13: 978-1119320692 | Published Date: January 6, 2017
Format: Paperback | Price: $ 22.99

Stock Investing For Dummies, 5th Edition
Author: Paul Mladjenovic | Publisher: Wiley
ISBN-13: 978-1119239284 | Published Date: April 5, 2016
Format: Paperback | Price: $ 24.99

Investing 101: 
From Stocks and Bonds to ETFs and IPOs, an Essential Primer on Building a Profitable Portfolio
Author: Michele Cagan | Publisher: Simon & Schuster
ISBN-13: 978-1440595134 | Published Date: January 1, 2017
Format: Hardcover | Price: $ 15.99

Stock Market Investing for Beginners: 
Essentials to Start Investing Successfully
Author: Tycho Press | Publisher: Callisto Media
ISBN-13: 978-1623152574 | Published Date: November 22, 2013
Format: Paperback | Price: $ 8.99

This document is confidential and should not be shared without permission from ClydeBank Media LLC

ADVERTISING & MARKETING PLAN
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» Differentiated from the Competition:
• Investing QuickStart Guide is the most beginner-friendly, comprehensive, up-to-date

and widely accessible title on investing for beginners.
• Investing QuickStart Guide is the most simplified presentation of the material on the

market. No unnecessary fluff is included to distract or confuser readers.
• The author, Ted Snow, CFP®, MBA, is a qualified expert in investing and has been

involved in the finance industry since 1987. He has contributed to numerous large
outlets in the past such as CNBC, Investopedia and Forbes.

• The title will be supplemented with multiple free online digital resources and a
comprehensive online course for an additional fee.

SALES: 

» Sales Goal:
• ClydeBank Media’s sales goal for the first 12 months after publication is 10,000 units.

» Sales Team:
• ClydeBank Media’s sales force is composed of an internal team that has extensive

experience and background in digital marketing, retail sales and B2B sales.

ADVERTISING & MARKETING:

» Online Catalogs:
• All formats listed on Edelweiss+

» Advance Review Copy Distribution:
• Review copies provided to prominent bloggers and online influencers
• LibraryThing Early Reviewer Program
• Goodreads Giveway
• Amazon Giveaway
• NetGalley reviews
• Edelweiss+ Digital Review Copies
• ClydeBank Media Advanced Review Copy List (1,000+)

» Trade Publication Reviews & Ads:
• American Booksellers Association (ABA) Advance Access Program
• Publisher’s Weekly – PW Select
• School Library Journal ad
• Library Journal ad
• Foreword Reviews
• IBPA Media Outreach

» Library Outreach:
• Domestic and international library outreach campaign via e-mail, phone, and mail to

over 9,000 library networks
• Advanced Review Copy distribution to library networks as requested
• Display at the American Library Association (ALA) Annual Conference

This document is confidential and should not be shared without permission from ClydeBank Media LLC
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» Bookstore Outreach:
• Domestic and international bookstore outreach campaign via e-mail, phone, and mail

to over 900 bookstores
• Advanced Review Copy distribution to stores as requested

» Online Advertising (Domestic & International):
• Social Media advertising (Facebook, Pinterest, Twitter, Instagram, Snapchat, Quora)
• Goodreads advertising
• Shelf Awareness advertising
• Amazon advertising (Amazon Marketing Services - .com, .ca, .co, .uk)
• BookBub (Featured Deal, Partner e-mail Ads)
• Groupon promotion
• E-mail Marketing to ClydeBank Media List (2,500+ subscribers)
• Series of blog posts promoting title (10+ posts)
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ABOUT CLYDEBANK MEDIA

WHO WE ARE
ClydeBank Media is a multi-media publishing company solving the demand of beginners everywhere with our 
unique QuickStart Guides; simplified learning content that is available when and where our readers need it. 
This allows our customers to learn on their own schedule, in their own time, and in their own way. 

We believe that access to the right information is the key to success. That’s why we’re committed to 
providing high-quality, easily understandable, reliable, information to our customers through the web, 
print books, e-books, and audiobooks.

ClydeBank Media is – 

WWW.CLYDEBANKMEDIA.COM | PO BOX 6561 ALBANY, NY 12206 | (888) 386-2624 

BASED OUT OF
Our team of dedicated 
researchers, writers, editors, 
and designers is based in 
Albany, NY.

OUR MISSION 
Our mission is to provide 
accessible, affordable, accurate, 
and high quality information to 
a modern global audience.

Access this entire media kit online + additional digital files at: www.clydebankmedia.com/media-resources

FOR ORDER INFORMATION, 
MEDIA INQUIRIES, REVIEW COPY REQUESTS, 

AND ALL OTHER QUESTIONS,
PLEASE CONTACT SCOTT KRUPP:

email: skrupp@clydebankmedia.com | phone: 888-386-2624 ext. 2
or visit: www.clydebankmedia.com/orders 
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