
If you track individual stocks, you may have noticed that there are times when a stock will report excellent 
earnings growth but the stock price does not go up or even sometimes goes down.  This is counterintuitive, 
because we always think that a stock should go up when it has good earnings.  Unfortunately, investing is not 
that easy.  There are many other factors that affect a stock’s price. 
      
Specifically, a stock price is influenced by the people who are trading stocks.  Even if a company is growing 
earnings well and has plenty of cash, if the large, Wall Street day-trading firms are buying smaller riskier 
companies or international companies as they have lately, the larger companies may not see the stock price 
growth immediately. 
      
These day-traders tend to run in cycles.  In the ‘90s, they were very interested in the larger, growth companies. 
For the last few years, they have focused on the smaller companies.  Therefore, the next run-up may be the  
larger companies. Typically, when the economy begins to slow, the traders become more interested in larger 
companies, that are steadily producing   earnings, even in economic slowdowns. 
      
This is why the stock market is not a “get rich quick “scheme.  Good investors, such as Warren Buffett, 
purchase stocks that are down in price, and patiently wait for them to go up.  If a stock can double in even 
seven years, you have made an annualized ten percent average return, which is good.  If it doubles in five 
years, you have made a 15 percent average return.  We all know that the “grass is not always greener on the 
other side,” therefore we should not try to chase the latest hot stock tips. 
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