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Short Sale

What Does Short Sale Mean?
A market transaction in which an investor sells borrowed securities in anticipation of a price
decline and is required to return an equal number of shares at some point in the future.
 
The payoff to selling short is the opposite of a long position. A short seller will make money if the
stock goes down in price, while a long position makes money when the stock goes up. The profit
that the investor receives is equal to the value of the sold borrowed shares less the cost of
repurchasing the borrowed shares.

Investopedia explains Short Sale
Suppose 1,000 shares are short sold by an investor at $25 apiece and $25,000 is then put
into that investor's account. Let's say the shares fall to $20 and the investor closes out the
position. To close out the position, the investor will need to purchase 1,000 shares at $20 each
($20,000). The investor captures the difference between the amount that he or
she receives from the short sale and the amount that was paid to close the position, or $5,000. 

There are also margin rule requirements for a short sale in which 150% of the value of the
shares shorted needs to be initially held in the account. Therefore, if the value is $25,000, the
initial margin requirement is $37,500 (which includes the $25,000 of proceeds from the short
sale). This prevents the proceeds from the sale from being used to purchase other shares
before the borrowed shares are returned.

Short selling is an advanced trading strategy with many unique risks and pitfalls. Novice investors
are advised to avoid short sales because this strategy includes unlimited losses. A share price
can only fall to zero, but there is no limit to the amount it can rise.
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Short Selling Tutorial - Want to profit on declining stocks? This trading strategy does just that.

Short Selling Risk Can Be Similar To Buying Long - If more people understood short selling, it would
invoke less fear, which could lead to a more balanced market.

Questioning The Virtue Of A Short Sale - This controversial strategy is blamed for making and breaking
markets. Read on to learn more.

Real Estate Deal-Breakers That Shouldn't Be - Some things can get in the way of owning your dream
home, but they don't have to.

Brokers and Online Trading: Accounts And Orders - Discover what type of account and what kind of
order you need to increase your investment''s profit.

When To Short A Stock - Learn how to make money off failing shares.

The Short And Distort: Stock Manipulation In A Bear Market - High-quality stock reports needn't be
confused with stock manipulators' dramatic claims.

Price Consolidation And The Long Straddle - With options, the direction of a stock's next major move
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becomes less important than its magnitude.

What does "squeezing the shorts" mean?

Banking Profits In Bull And Bear Markets - Both parts of the market cycle present major opportunities for
savvy investors.

How long does a short seller have before covering?

My mortgage payments are no longer affordable; is there anything that I can do to prevent
foreclosure? -

Shorting ETFs: Profit Or Peril? - Although more detail and attention may be needed, ETFs can be shorted
- and at a great profit.

Protect Yourself From Market Loss - There are several simple strategies you can use to protect yourself
from downside risk.

Online Stock Trading at TradeKing - $4.95/trade, market or limit. No minimum balance. No activity limit.
Award winning stock trading tools, top-rated customer service and innovative trader network.
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