
Is This a Day Trader’s Paradise?

Friday, July 31, 2020

To All Financial Journey Partners Clients, 

When we look into the details of what is happening in the US stock
market, one of the interesting stories is the rising number of day traders
that have entered the market. We see a number of factors that have
contributed to this phenomenon and we want to give you an inside look
into what is happening in the stock market.

Day trading is not the method of investing that we use or recommend, but
we are discussing it below to explain some of the volatility in the market
over the past few months and review the risks involved.
  

Thank You for Attending our Megatrends Seminar this Week
 
We had an excellent turnout of people attending our webinar this week,
“Megatrends for the Future”. Thank you to everyone that attended. We
received great feedback and appreciate your enthusiasm. If you missed it
and want to learn more, give your advisor a call.
 

Join Us for our Next Webinar: “Six Estate Planning Pitfalls to Avoid”

We are pleased to announce our next webinar: “Six Estate Planning
Pitfalls to Avoid” on Wednesday, September 16 at 4 PM. Estate Attorney
E.J. Hong will be our special guest speaker.

This is an extremely important topic for people who have an estate plan
and even more important for those people that do not.

Please invite your friends, co-workers or neighbors who might be
interested. All are welcome.

Register Here

Is This a Day Trader's Paradise?
   

1. COVID Created the Time and Money for Day Trading

There were a number of events that occurred, that may seem unrelated,
but taken together, may have provided an excellent environment to
encourage an increase in the number of day trades.

Think about these events from the stand point of day trading in the
stock market:

The CARES Act was passed on March 27, 2020. It included $1,200
for many low-to-middle-income Americans. Also, this stimulus bill
included an additional $600/week for people that were unemployed.
During April and May, many Americans started getting these checks
of extra money from the Federal Government. As many as two-thirds
of the people who were laid off were making more unemployed than
when they were working, which could have given them some extra

money to work with1.
Many Americans were stuck at home with Shelter-in-Place orders
and with extra time on their hands.
Professional Sports were shut down so online gambling on live sports
was no longer available.
There were several well-known online personalities that normally
covered professional sports and online betting odds that found
themselves without professional sports and turned to covering betting

on stocks like they were betting on sports teams2.
  

2. There Were Changes to the Way Stocks Can Be Traded

There have been several significant changes over the few years that when
combined, have made things significantly more attractive for people with
smaller accounts to day trade stocks.

First, a new start up brokerage company, Robinhood, from Menlo Park,
entered the business offering zero-commission trading. Last year,
brokerage companies like Schwab, Fidelity and TD Ameritrade responded
by also offering zero commission trading. That allowed day traders to
execute a large number of trades at no cost.

In addition, some of these companies started offering the ability to
purchase fractional shares. If new investors opened an account with only
$500, they would not have enough money in their account to buy even
one share of stocks priced at more than $500/share.

The purchase of fractional shares allows an investor to buy a fraction of a
share of more expensive stocks, thus making even stocks with a high
price per share available for these smaller investors to purchase.
   

3. Smart Phones and Apps Made Day Trading Easier

The major brokerage companies have introduced smart phone apps that
make it very easy to monitor and trade stocks. Traders can get alerts on
their phones throughout the day, then with just a few clicks they can buy
or sell stocks. The app from Robinhood can even feel like a video game
because it throws confetti when there is a successful trade.

The past few months, there has been increased volume in trading of lower
priced stocks. The stocks of bankrupt companies, with shares even under

$1/share, have seen a large volume of trading and large swings in price3.

The Risks of Day Trading and the Importance of Sound Investing

There can be large risks with day trading, especially when inexperienced
traders start using trading strategies that have the potential for significant

losses4. The risks and potential for large losses associated with riskier
strategies has even raised the attention of lawmakers in Washington DC.
  

How Are We Different?

This brings us back to our Financial Journey Partners approach:

We use extensive research on the markets and investments to build
diversified portfolios for our clients.
We partner with, and leverage the expertise from some of the top
investment firms in the country.
We do all the management of client portfolios directly within our very
experienced team who have been in the industry through up markets
and down markets.
We believe in the active management of investments, meaning that
we will make changes to client portfolios as markets change and will
add more equities in strong markets and become more defensive in
weak markets.
We take a proactive stance on our clients’ accounts - we are ready
to act quickly but take a long term approach always focused on each
clients’ individual goals and risk tolerance.

If you have questions about our investment process, talk with your advisor
and we would be happy to discuss this further.
   

Results of our Stock Market and Economy Survey

Our thanks to our clients that participated in the Stock Market and
Economy Survey. Here are the results for the four survey questions:

People thought the economic recovery would look more like a U (the
economy stays depressed for an extended period of time) or W (the
economy rebounds sharply, then weakens again, followed by another
recovery).

Only a few people thought the recovery would be a V shaped recovery
(the economy rebounds quickly back to the previous levels from before
the pandemic).

The most common response was that people thought the market would be
down about 5% from July 1 to December 31, 2020.

Almost 80% of the people thought there would be an effective vaccine for
the coronavirus developed within the next 12 months. We hope they are
right.

Lastly, 75% of those responding thought that there SHOULD be more
Federal Government stimulus passed in the second half of 2020.

There have been ongoing negotiations in Washington the past few weeks
on a new stimulus bill and it appears that there has been progress made
towards passing a bill. We hope that the combination of an effective
vaccine and government stimulus can help the economy recover and get
the country back closer to normal. 

Sign Up for This Newsletter

We send this email newsletter out to all our clients. Please share this
newsletter with your family, friends and co-workers. We welcome
introductions and the newsletter is a great way for them to get acquainted
with us.

If you are not a client and would like to register to receive this newsletter,
please select this link to sign up now.

Sign Up Today!

2020 FJP Summer Photo Contest – Through August 31

Are you looking for some inspiration for the FJP Summer Photo Contest?
Santa Clara County has a “Magnificent 7” challenge to hike seven of our
local parks and take a selfie at an iconic spot at each park to mark each
accomplishment. Those that complete all seven get a commemorative t-
shirt or bandanna (aka face covering now ). Learn more here.

If you don’t live in this area, create your own challenge and get out there,
even if it is just a new route for your neighborhood walk. We’d love to hear
what you did and share your photos with us too! By the way, we think you
are pretty magnificent already.

Photo Contest Details

Where Do We Go From Here?

We will be closely monitoring portfolios and the pending stimulus
legislation, as well as the recovery from the coronavirus crisis. We wish
you good health and the ability to explore your interests and discover new
ones. There is a great deal to absorb right now. Know that we are here
doing all we can to help.

Professional sports leagues are starting up. It is great to be able to watch
live sports again. We’ll take a closer look at the status of professional
sports in a future newsletter.

Scott and Elaine had the chance to travel to Monterey and visit clients
there. Lots of divers enjoying the water and there was even some friendly
wildlife to entertain us.

We hope you get a chance to get out and enjoy the nice summer weather
– perhaps on a magnificent hike! Be sure to share your stories and
photos! We love hearing from you.

Feel free to forward our emails and as always, if there is anything we can
do to help, or you just want to talk, give us a call.

We hope everyone stays healthy and safe.

Elaine, Scott and Linda

_______________________
 

COVID-19 Resource Page – This page has lots of great resources
available for many areas related to the coronavirus, including where you
can get free COVID-19 testing in Santa Clara County, stats, government
programs and the latest information on what businesses are open and
closed.

References

1 MarketWatch – Two-thirds of laid-off workers may temporarily be
receiving more money in unemployment benefits than they did from their
jobs

2 Barron’s – Day Trading Has Replaced Sports Betting as America’s
Pastime. It Can’t Support the Stock Market Forever

3 CNBC– Frothy trading in bankrupt companies, penny stocks sent red
flags that a pullback was due

4 Roll Call – Death draws lawmakers’ scrutiny to Robinhood’s trading app
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