Business Communication Assignment
Page 55

"Make it short, and use plain English"

1-Rewrite this entire memo so that it has a better subjectline
and begins with the main point. Be sure to use a clear style
and good layout.

2-Use convincing details in your analysis: not just that the
sentence length is good or bad, but how long the average
sentence length is, and how you would shorten some of the
long sentences. And not just that there are too many passive
verbs, but what they are and how you would change them to
active voice. Don't be too sketchy in your analysis.
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Chapter 5 » Making Your Main Point Easy (o Find

From:  Sophia Hiller
To: Mackenzie Melton

Subject: Is accurate stock forecasting possible?
Date: May 26, 2012

You asked me to look into the subject of stock forecasting and let you know what I
found out. The issue is whether investors can forecast whether a particular stock is
likely to go up or down. For example, is it possible to predict whether Techronics
stock is likely to go up during the next month? Or year? Or five years?

—— Many experts believe the answer is “probably not.” To see why, let’s look at two

prominent types of stock forecasting:

e Technical analysis
e Fundamental analysis

—— Technical analysis

Technical analysis means looking at stock charts. Suppose a stock has gone up
every day for the past 30 days. Can we assume it will go up again tomorrow? The
answer is “no.” Well, can we assume it’s likely to go up tomorrow? The answer is
“probably not.”

Or suppose that every time Techronics has dropped from 45 to 30, it has bottomed
out and begun climbing again. Can we assume that when it drops to 30 again, it
will rise? No.

Lots of research shows that past performance is not a reliable indicator of future
performance. According to Burton Malkiel in A Random Walk through Wall
Street, “The stock market has little, if any, memory.”

—— Fundamental analysis

Fundamental analysis means looking at a company’s value—and trying to
determine its future earnings. To do that, analysts consider the management of a
company, the future demand for its product, the possible risks involved, the
dividends it’s paying, etc.

For example, suppose an analyst spends time at Techronics and believes the company
has a great product, great financing, a great management team, and tremendous
growth potential. He also believes the market has undervalued the Techronics stock.
Does that mean the stock is likely to go up? Some experts would say, “Buy!” Others
would say, “Hmmmm ... I think I'll just put my money in index funds.”

In other words, experts are more inclined to accept fundamental analysis than
technical analysis; however, there’s still lots of controversy and disagreement
about its practical effectiveness.
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