Number 5
 (20 points) Are there other issues Daryl should consider before buying any of the stocks, or buying a market index? 
· Price earnings ratio which is the price per share/earnings per share. A high P/E means that the stock is overpriced as the price per share is higher than the earnings. A low P/E means the stock is undervalued. So when choosing which stock to buy goes for the one with a low P/E as it has a greater potential of growing in future.
· Debt to equity ratio- companies with more liabilities than assets are risky investments so when looking to buy stock go for a company whose debt to equity ratio is 0.3 and below as they are less risky.
· Dividends which are profits distributed to shareholders by the company. Invest in a company that pays dividends as this is an indication it is making money. That is their stock have a steady growth. In Daryl’s case Dig Deep is a good investments given it high dividend payouts compared to its competitors.
· Management of a company is a key factor in how their stocks perform in the market. Scandals have a negative impact to the value of a company so go for one with a good management culture, high levels of competence and innovativeness.
· Avoid stocks that always fluctuate even when the market is not experiencing any difficulties. Stability is important.
· Earnings per share. A company with a positive EPS and whose shares show a consecutive growth over a period of time are a good investment.
Number 6 
(20 points) briefly research a definition of insider trading, and SEC regulation fair disclosure (‘reg FD’) https://www.sec.gov/fastanswers/answers-regfdhtm.html. How are reg FD or Insider Trading issues relevant for what Daryl does to gather investment information, if at all?
Insider trading is trading of stock of a public company by someone with non-public, material information concerning the stock being traded. Insider trading is termed illegal if the investor’s decision to buy or sell a certain stock was impacted by information that was not yet made public. This is because an investor with non-public information has the upper hand in making unfair profits compared to their counterparts who did not have access to the same information. Illegal insider trading comes with severe penalties which could range from fines to a jail term.
Reg FD was a rule implemented on October 2000 by the Securities and Exchange Commission (SEC) whose goal was to foster transparency by ensuring publicly traded companies do not selectively disclose information to certain shareholders and market professionals. Any disclosure of non-public information regarding a publicly traded company or a stock issuer to a certain group of individuals is to be followed up by a public disclosure of the same information. The release should be done concurrently if it is intended. If non-intended it should be quickly followed by a public release. This ensures fairness by preventing scenarios where those with information make profits at the expense of the rest of the investors given their inside knowledge of the stocks’ performance.
[bookmark: _GoBack]Daryl uses his personal relationship with the West Virginia Company’s top management to acquire critical information that gives him an advantage over the rest of the investors to enable him get his clients stocks that yield a high return. Daryl does illegal insider trading which is against the SEC’s rules that prohibit selective disclosure of information by publicly traded companies. He gains an unfair advantage over the rest of the investors given his inside knowledge of undervalued stocks. The companies as per the Reg FD should follow up with a public disclosure of the same information after it is made available to Daryl to level the playing field. If not Daryl and the management risk getting severe penalties if discovered

