
                                 

 

 

 

 

 

 

 

 

 

                                   



 

   
 

          

TTuurrnn  WWaallll  SSttrreeeett''ss  

  CCaassttaawwaayyss  IInnttoo  PPrrooffiittss 
          

 
 
 
 
 
 
 

This e-book is best viewed at 100%. 
 

 
  

 
 
 
 

Copyright © 2010 



 Penny Stock Castaways                                                                Table of Contents 

 
 

 

Copyright © 2010 1 

 

Table of Contents 
 

     User Agreement..........................................................................2 
  
     Disclaimer................................................................................... 4 
 
     Chapter 1:  Introduction.............................................................. 5 
 
     Chapter 2:  The Castaways Strategy.......................................... 8 
 
     Chapter 3:  The Theory Behind The Profits................................12 
 
     Chapter 4:  Finding The Castaways........................................... 21   
 
     Chapter 5:  Test Your Skills, Identify The Castaways................ 46 
 
     Chapter 6:  Trading The Castaways...........................................64 
 
     Chapter 7:  Annual Castaways...................................................82 
 
     Chapter 8:  Review and Additional Comments...........................96 
 
     Chapter 9:  References...............................................................100 
 
   Chapter 10:  Track Records and Statistics.................................. 102 
 
 
 

 
You can navigate this e-book using the bookmarks tab. 

 

This e-book is best viewed at 100%. 
 



 Penny Stock Castaways                                                                   User Agreement 

 
 

 

Copyright © 2010 2 

 

User Agreement 

 
Your use of or reading of this e-book is Your acknowledgement that You 
have read this User Agreement and You agree to its terms. 

You acknowledge that this e-book, Penny Stock Castaways, is for Your 
personal, non-commercial use  

You acknowledge that the content in this e-book is proprietary information 
that is protected by intellectual property laws, including, but not limited to, 
copyrights, trademarks, and service marks. 

You acknowledge that this e-book does not include reprint rights or resell 
rights.  You acknowledge that this e-book may not be copied, sold, 
reprinted, resold, given away, traded, or distributed in any way. 

We grant you a single, non-exclusive, non-transferable license for one 
Penny Stock Castaways e-book, to be used on one computer.  One backup 
copy of this e-book may be made by You for Your personal computer 
backup.  

You agree not to copy, duplicate, reproduce, distribute, redistribute, sell, 
resell, reprint, create derivative works of, display, rent, lease, license, 
sublicense, loan, trade, publish, republish, translate, transmit, transfer, 
broadcast, or circulate this e-book or any of the content in this e-book. 

You agree not to upload, download, display, post, frame, mirror, link to, 
transfer, translate, broadcast, trade, or transmit this e-book, or any of the 
content in this e-book, to web sites, blogs, web logs, mail lists, message 
boards, online bulletin boards, electronic bulletin boards, news groups, file 
sharing networks, chat rooms, or by any other methods. 

Disclaimer of Warranties 

We do not guarantee the accuracy, timeliness, or completeness of any 
content in this e-book.  
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We are not responsible for any errors or omissions in any content in this 
e-book.  
 
We are not responsible for any technical or other difficulties that You might 
have in accessing or reading this e-book. 
 
WE DO NOT MAKE ANY WARRANTIES OF ANY KIND, EITHER EXPRESS OR 
IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF TITLE OR 
IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE, WITH RESPECT TO THIS E-BOOK, AND ANY CONTENT 
IN THIS E-BOOK.  YOU EXPRESSLY AGREE THAT YOU WILL ASSUME THE 
ENTIRE RISK AS TO THE QUALITY AND PERFORMANCE OF THE E-BOOK AND 
THE ACCURACY OR COMPLETENESS OF ITS CONTENT. 
 
WE SHALL NOT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, SPECIAL 
OR CONSEQUENTIAL DAMAGES ARISING OUT OF THE USE OF OR INABILITY 
TO USE THE E-BOOK, EVEN IF SUCH PARTY HAS BEEN ADVISED OF THE 
POSSIBILITY OF SUCH DAMAGES. 
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Disclaimer 
 
Your use of or reading of this e-book is Your acknowledgement that You 
have read this Disclaimer. 

The content in this e-book is for informational purposes only.    

The content in this e-book is provided without warranty of any kind.   

We are not a stock broker or a financial advisor and We are not providing 
You with any investment advice. 

You assume the entire risk, cost, and consequences of any investing or 
stock trading actions or decisions that You make.  

The content in this e-book is derived from sources considered to be 
reliable, but it is not guaranteed as to its completeness or accuracy.  

We assume no responsibility for the financial losses or direct, indirect, 
incidental, special or consequential damages resulting from reliance upon 
the content in this e-book.  You release Us from liability due to the use of 
the content in this e-book. 

We may trade some of the Penny Stock Castaways and Annual Castaways 
along with our customers, using the trading strategies described in this  
e-book for buying and selling the Penny Stock Castaways and the Annual 
Castaways. 

The performance results, performance data, and performance information 
in this e-book is based on simulated or hypothetical stock trades using the 
Penny Stock Castaways and Annual Castaways strategies and does not 
represent actual stock trades executed by Us. 

Past performance can not and does not guarantee future results. 
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Chapter 1:   Introduction 
 

     Welcome to Penny Stock Castaways!  The Penny Stock Castaways 

strategy is an exciting and profitable stock trading strategy.  It is easy to 

learn and can be used by beginners and experienced stock traders.  You 

will not need any charting software or subscription services to use the 

Penny Stock Castaways strategy.  All of the information that you need to 

use this stock trading strategy is included in this e-book. 

     Stock trading involves risk.  Only risk capital should be used for trading 

stocks.  It is a good idea to begin by trading on paper when you are 

learning a new stock trading strategy.  Everyone's financial situation, risk 

tolerance, and schedule are different.  By trading on paper, you can decide 

which of the Penny Stock Castaway buying and selling strategies will best 

suit your needs. 

     As you read and study Penny Stock Castaways, keep one thing in mind, 

patience.  There will be times when the strategy does not produce any 

stocks to trade for several months.  You can see this by looking through the 

detailed track records in Chapter 10: Track Records and Statistics.  All 

of the stocks that could be traded with the Penny Stock Castaways strategy 
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are listed in the detailed track records, along with the dates when these 

stocks would have been traded.  You will see that in 2002, Penny Stock 

Castaways found stocks to trade from January through December.  In 

2004, the first stock was not found until the end of April.  

     You will also notice that when the overall stock market is not doing well, 

as in 2000, 2001, and 2002, there may be more stocks found with Penny 

Stock Castaways.   When the overall stock market is doing better, as in 

2003, 2004, and 2005, there may be fewer stocks found with Penny Stock 

Castaways.  This is not necessarily a rule set in stone, but it is something 

to keep in mind as you use the Penny Stock Castaways strategy in the 

coming years. 

     The key is patience.  The castaway stocks will come.  The track records 

show this.  You will not need to trade the Penny Stock Castaways every 

day or every week.  When you look through the track records and statistics 

in Chapter 10: Track Records and Statistics, you will see what the 

Penny Stock Castaways strategy has done in the past and what it may do 

for you in the future.  Of course, past performance does not guarantee 

future results.  Hopefully, with patience, you will have many profitable 

Penny Stock Castaways trades!  
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Chapter 2:   The Castaways Strategy 

 

     The Penny Stock Castaways strategy is designed to find and take 

advantage of specific castaway stocks.  These are stocks that have been 

tossed aside by the Wall Street crowd.  You might say that they have been 

kicked to the curb, Wall Street‘s curb!  

     We will begin explaining the strategy by taking a look at stock market 

indexes.  They are an important part of the Castaways strategy.  Some of 

the most well known stock market indexes in the United States include the 

Dow Jones Industrial Average, the S&P 500 Index, the Nasdaq Composite 

Index, and the Russell 2000 Index.  These indexes, made up of a basket of 

stocks, are often used to measure the performance of the stock market, 

and in some respects, the overall economy as well.    

     These indexes are used by a variety of investment products such as 

mutual funds, exchange traded funds, and index futures.  Mutual fund 

managers and other institutional investors will own the stocks that are in 

the index that they are basing their index portfolios on.  In many instances, 

the mutual funds and other index products are required to own these 

stocks.  For example, an S&P 500 Index mutual fund will own the 500 
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stocks that comprise the S&P 500 Index and a Russell 2000 Index mutual 

fund will own the 2000 stocks that comprise the Russell 2000 Index. 

     Each of these indexes is constructed in different ways.  For example, 

the Dow Jones Industrial Average contains 30 stocks that represent various 

industry groups, while the S&P 500 Index contains 500 of the largest U.S. 

companies.   

     There are also differences in how these indexes are maintained.  

Changes are not made to the Dow Jones Industrial Average very often.  

The last time a change was made to the Dow Jones Industrial Average was 

in 2004 when AIG, Pfizer, and Verizon were added to the index.  On the 

other hand, the S&P 500 Index may be changed several times a year. 

     The Penny Stock Castaways strategy will concentrate on three stock 

market indexes.  These three indexes are Standard and Poor‘s three main 

U.S. indexes.  They are the S&P 500 Index, the S&P MidCap 400 Index, 

and the S&P SmallCap 600 Index.   

     Standard and Poor's has written a publication titled S&P U.S. Indices 

Index Methodology 1.  In this publication they state that Standard & Poor's 

indexes are maintained by a committee which consists of members of the 

Standard & Poor's staff.  They also state that the committee reviews 
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corporate activity relating to companies in the indexes.  They also review 

companies that are being considered for addition to an index.  In addition, 

they review companies in the indexes that are not performing well.  If 

needed, the committee will make changes to an index by adding stocks to 

the index and removing stocks from the index to make room for the new 

additions. 

     This is where Penny Stock Castaways comes in.  The Penny Stock 

Castaways strategy is designed to profit from the stocks that are removed 

from Standard & Poor's three main U.S. indexes; the S&P 500 Index, the 

S&P MidCap 400 Index, and the S&P SmallCap 600 Index.  These stocks 

will be cast aside by Standard & Poor's and in turn they will be cast aside 

by fund managers and other institutional investors.  These stocks are truly 

castaways, Penny Stock Castaways! 

     What happens to the stocks that have been removed from these 

indexes?  What becomes of these Wall Street castaways?  You are going 

to learn how to profit from these stocks. 

     Would you like to make a 5% profit on a stock trade?  How about a 10% 

profit on a stock trade?  In Chapter 10: Track Records and Statistics, 

you will find the track records and you will see what is possible with the 
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Penny Stock Castaways strategy.  The Penny Stock Castaways strategy 

has produced remarkable results! 

     Read on and you will learn the theory behind these castaway profits.  

You will also learn how to find and identify the Penny Stock Castaways, 

how to trade the Penny Stock Castaways, and how to profit from the bonus 

Annual Castaways.  You will find the detailed track records for the Penny 

Stock Castaways and the Annual Castaways located in Chapter 10: Track 

Records and Statistics. 
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Chapter 3:   The Theory Behind The Profits 

 

     It may seem strange to think that stocks that have been kicked out of 

Standard & Poor‘s three main U.S. indexes would turn out to be profit 

makers.  While it may seem strange at first, it does happen.  Let‘s take a 

closer look at how this happens, and how way came upon this theory.  

     We became aware of this theory through two articles written in 2001 by 

Jon Markman, from MSN Money.  In his first article 2, written in February of 

2001, he pointed out that the stocks that were removed from the S&P 500 

Index in 2000 proceeded to outperform the S&P 500 Index.  In his second 

article 3, written in December of 2001, he wrote that this also occurred in 

2001.  In this second article, he also wrote that it happened not only in the 

S&P 500 Index, but also in the S&P MidCap 400 Index and the S&P 

SmallCap 600 Index.    

     We then found an article 4 written by William Goetzmann and Mark 

Garry that stated that there is a significant and long term drop in prices for 

stocks removed from the S&P 500 Index.  This is an opposite view of what 

the Markman articles stated.  Then we found a publication written by 
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Standard & Poor's 5 that states that there are short term price declines up 

to the date when a stock is removed from the S&P 500 Index and that the 

loss is usually recovered in a short period of time.  This is more in line with 

the Markman articles. 

     The article by Goetzmann and Garry came to a different conclusion than 

the other articles, however, the information in the Markman articles and the 

S&P publication was compelling enough that we thought it would be 

worthwhile to research their conclusions.  The Markman articles and the 

S&P publication concentrated on the stocks that are removed from the S&P 

indexes for reasons other than mergers, acquisitions, spin-offs, corporate 

restructurings, bankruptcies, or delistings.  We decided to start our 

research from that vantage point. 

     We decided to test the theory, and since our focus is on stock trading, 

we looked for ways to profit from any short term price action with these 

stocks.  We are not interested in long term performance for these stocks, or 

beating certain benchmarks over the long term, such as outperforming the 

S&P 500 Index.  It is nice to know that these stocks outperformed the S&P 

500 Index over a full year or that the declines in the stock prices may 

recover in a short time, but we wanted a workable strategy with fixed rules 



 Penny Stock Castaways                        Chapter 3: The Theory Behind The Profits 

 
 

 

Copyright © 2010 13 

that traders can use for trading these stocks.  There were questions that we 

wanted to answer.  For example, how much of a profit can be made with 

these stocks?  Are stop losses necessary?  The answer to that second 

question is a resounding "yes"; some of these stocks lost 50% or more in 

only a month or two after being removed from an S&P index.  Through trial 

and error, and researching the data, we developed the Penny Stock 

Castaways strategy. 

     Now, let's take a closer look at the stocks to trade with this strategy.  

There are several different reasons why a stock may be removed from an 

S&P index.  These reasons include mergers, acquisitions, spin-offs, 

corporate restructurings, bankruptcies, and delistings.  These types of 

removals from the indexes are straight forward.  For instance, if a company 

is acquired by another company, the stock of the acquired company will no 

longer trade on the stock exchanges.  Standard & Poor‘s must remove that 

stock from the S&P index that the stock is in and replace it by adding 

another company to that index.  If a company goes bankrupt, it makes 

sense to remove their stock from the S&P index that the stock is in and 

replace it with another company.  These types of removals from the S&P 

indexes do not provide an opportunity to make a profit. 
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     There are several more reasons that stocks are removed from the S&P 

indexes.  These generally have to do with a stock no longer meeting 

Standard & Poor‘s guidelines for inclusion in an index.  Standard & Poor‘s 

will describe these removals with several different phrases.  For example, 

they will remove a stock from an S&P index due to ―low market 

capitalization‖.  Other phrases that Standard & Poor‘s may use for these 

removals include ―ranks 500th in the S&P 500 Index‖, ―ranks 400th in the 

S&P MidCap 400 Index‖, ―ranks 600th in the S&P SmallCap 600 Index‖, 

―has traded below $2.00‖, or ―lack of representation‖.  All of these phrases 

mean the same thing - ―this stock stinks, let‘s kick it out of the index‖.   

     These are the stocks that are at the center of the Penny Stock 

Castaways strategy.  Any stocks that are removed from the S&P 500 Index, 

the S&P MidCap 400 Index, or the S&P SmallCap 600 Index, for reasons 

other than mergers, acquisitions, spin-offs, corporate restructurings, 

bankruptcies, or delistings, are opportunities to make money with the 

Penny Stock Castaways strategy.  These are the castaway stocks that you 

want to rescue! 

     Let‘s now step back to take a look at the larger picture to see how these 

stocks can be profit makers.  These castaway stocks may have been 
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performing poorly for weeks or even months.  There is surely a reason why 

a stock now ranks 500th in the S&P 500 Index or has traded below $2.00.  

The company may have reported several quarters of poor earnings, the 

company may have bad management, or the company‘s products may no 

longer be selling.  There may have been one piece of bad news after 

another.  As a result, the company‘s stock price has been falling.  Over the 

course of this time, the stock has been shunned by investors.  They are 

dumping the stock as the price continues to fall. 

     Then, along comes the final insult.  Standard & Poor‘s feels the stock is 

no longer good enough to be in an S&P index.  Fund managers will then 

have to sell their shares of the stock because their charters require their 

portfolios to match the S&P index that the fund is set up to mirror.  All of 

this selling pressure by the fund managers sends the stock price even 

lower.  After this occurs, there are very few sellers left.  With most of the 

selling now done, buyers outnumber the sellers and the stock price begins 

to move higher.   

     Let‘s take a look at some of the stock charts of these Penny Stock 

Castaways to illustrate the theory.  The examples include stocks from 2000 

through 2005.  At the top of each stock chart is the ticker symbol of the 
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stock and the date that the stock was removed from an S&P index.  The 

arrow on the stock chart is pointing to that day.  The stock was removed 

after the market closed on that day.  You can see how the stock performed 

after that day.  The details about each of the Penny Stock Castaways 

shown in these examples can be found in Chapter 10: Track Records and 

Statistics. 

 

 

2005 

             CURE   4/29/05                                        KKD   10/27/05 
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2004 

              SFP   5/17/04                                         DSS   12/17/04 

               

 

 

 

2003 

              MXT   1/27/03                                        CRUS   3/12/03 
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2002 

             MIPS   9/30/02                                        AZPN   10/11/02 

                 

 

 

 

2001 

             INVX   10/5/01                                           ARRS   10/9/01 
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2000 

              RURL   3/31/00                                          GRA   12/8/00 
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Chapter 4:   Finding The Castaways 
 
 

     Before you can trade the Penny Stock Castaways, you must first find 

them.  The procedures in this chapter will take you step by step through the 

process of finding the Penny Stock Castaways.   

     When Standard & Poor‘s makes changes to their indexes, they issue a 

press release detailing the changes.  They post the press release on their 

web site.  According to Standard & Poor‘s, these announcements are made 

during the week after 5:15 PM Eastern Time 1.  When a stock is removed 

from an index, Standard & Poor‘s will explain the reason for the removal.  

As you learned in the previous chapter, the reason a stock is removed from 

an S&P index is important for the Penny Stock Castaways strategy.  

     There are two steps to finding the Penny Stock Castaways.  The first 

step is to find the announcements that detail the changes to the S&P 

indexes.  The second step is to read the announcements and identify the 

Penny Stock Castaways.  The procedures detailed in this chapter will take 

you through both of these steps so that you will be successful at 

uncovering the profits hiding in these castaway stocks. 



 Penny Stock Castaways                                    Chapter 4: Finding The Castaways 

 
 

 

Copyright © 2010 21 

Step 1 – Finding the Announcements 

 

     Go to Standard and Poor's website at www.standardandpoors.com.  

You will be taken to the homepage as shown in Example 1 below.  Select 

your country and region as shown in the highlighted section on the 

screenshot.  That will take you to the next page of the web site as shown in 

Example 2.  

 

http://www.standardandpoors.com/
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     On the left side of this page you will see a heading that reads ―Indices‖.  

That section is highlighted in yellow on the screenshot.  Click on that link.  

That will take you to the next page of the web site as shown in Example 3.  
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     On the left side of this page you will see a heading that reads ―Indices 

Home‖.  That section is highlighted in yellow on the screenshot.  Under the 

―Indices Home‖ heading you will see a link that reads ―Index News‖.  Click 

on that link.  That will take you to the next page of the web site as shown in 

Example 4. 
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     On this page, the announcements are posted in the center of the page 

under the ―Indices News‖ heading.  The section is highlighted on this 

screenshot.  These are the S&P announcements that you are looking for.  

The announcement section shown here in Example 4 is shown in closer 

detail in Example 5. 
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     Example 5 is a larger view of the announcement section shown in 

Example 4.  There are four parts highlighted on this screenshot. 

     When you view this page, you will see the most recent announcements 

first.  You can page back through previous announcements by clicking on 

the page numbers that are highlighted at the bottom of Example 5.  When 

you page back, you may see that the announcements are sorted by title 

instead of by date.  You can adjust how the announcements are sorted by 

clicking on the "Title" heading or the "Date" heading.  Both of these 

headings are highlighted at the top of Example 5.  The "Date" heading 

enables you to sort by date in ascending or descending order.   

     You will see on Example 5 that there is an announcement of changes to 

the U.S. indexes on 12/15/06.  That headline is highlighted on the 

screenshot.  These are the announcements that you are looking for.  You 

are looking for changes to Standard and Poor‘s three main U.S. indexes; 

the S&P 500 Index, the S&P MidCap 400 Index, and the S&P SmallCap 

600 Index.  You want to read any announcement that reads ―Changes to 

U.S. Indices‖, ―Changes to S&P 500 Index‖, and ―Added to S&P MidCap 

400 Index‖, or any variations or similar headings.  You can see two more 

headings on this screenshot that you would also read.  One is on 12/13/06, 
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"Lone Star Steakhouse in S&P SmallCap 600 Index", the other is on 

12/11/06, "Standard & Poor's Announces Change To U.S. Index". 

     To read the announcement, you click on the headline.  When you click 

on the headline that is highlighted in Example 5, you will see the 

announcement that is shown in Example 6. 
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     When you click on a headline link as shown in Example 5, you will see 

the S&P announcement as shown here in Example 6.   
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     You have now learned how to find the announcements.  Follow these 

procedures in the evening to find the current announcements detailing 

changes to Standard and Poor‘s three main U.S. indexes; the S&P 500 

Index, the S&P MidCap 400 Index, and the S&P SmallCap 600 Index.  

According to Standard & Poor's, the announcements are posted Monday 

night through Friday night at 5:15 PM Eastern Time.   

 

Step 2 – Identifying the Penny Stock Castaways 

 

     Once you have found an announcement detailing changes to the S&P 

500 Index, the S&P MidCap 400 Index, or the S&P SmallCap 600 Index, 

the next step is to identify the Penny Stock Castaways.  Remember, the 

Penny Stock Castaways are those stocks that are removed from the S&P 

500 Index, the S&P MidCap 400 Index, or the S&P SmallCap 600 Index for 

reasons other than mergers, acquisitions, spin-offs, corporate 

restructurings, bankruptcies, or delistings.   

     The key phrases to look for in the announcements are ―low market 

capitalization‖, ―ranks 500th in the S&P 500‖, ―ranks 400th in the S&P 

MidCap 400‖, ―ranks 600th in the S&P SmallCap 600‖, ―has traded below 
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$2.00‖, or ―lack of representation‖.  The phrase ―lack of representation‖ 

means that the company does not adequately represent its industry any 

longer.  There may also be variations of all of these phrases and there may 

be new phrases used by Standard and Poor's in the future to describe 

these removals. 

     It is important to note that the announcements do not always use the 

word ―remove‖ when describing the action taken on a stock that is being 

kicked out of an index.  The announcements will often use the word 

―replace‖.  For the purposes of the Castaways strategy, this term means 

the same as ―remove‖ and these stocks are candidates for the Penny Stock 

Castaways strategy.  

     It is also important to note that some stocks are removed from one 

index, such as the S&P 500 Index, and transferred to a smaller index, like 

the S&P MidCap 400 Index.  These stocks are not candidates for the 

Penny Stock Castaways strategy.   Also, some stocks are removed from a 

smaller index, like the SmallCap 600 Index, and transferred to a larger 

index, like the MidCap 400 Index.  These stocks are not candidates for the 

Penny Stock Castaways strategy.  You are only interested in stocks that 
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are removed completely from the S&P indexes and not transferred to any 

other S&P index. 

     Included in the details about the index changes will be the date that the 

changes are to occur.  This date is an important part of the Penny Stock 

Castaways strategy, as you will learn in Chapter 6: Trading The 

Castaways.  In some instances, the announcement will not include a date.  

Instead, it will say that the changes will take place on a date ―To be 

announced‖.  These stocks are not candidates for the Penny Stock 

Castaways strategy and should be avoided.        

     Let‘s take a look at some examples of announcements and identify the 

Penny Stock Castaways.  The text that identifies the stock as a Penny 

Stock Castaway has been highlighted.  The details about each of the 

Penny Stock Castaways shown in these examples can be found in 

Chapter 10: Track Records and Statistics.  Also, take note of the 

different headlines that have been used.  These are the types of headlines 

you will be looking for when you follow the procedures outlined earlier in 

this chapter in Step 1 – Finding the Announcements. 
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     Example 1 shows a stock that was removed from an S&P index due to  

low market capitalization.  LUB was removed from the SmallCap 600 Index  

because of low market capitalization.  LUB is a Penny Stock Castaway. 

 
 

 
 

Example 1 
 

BankUnited Financial Corp. Added to S&P SmallCap 600 Index 

NEW YORK, Jan. 31 /PRNewswire/ -- BankUnited Financial Corp. (Nasdaq: BKUNA) will replace Luby's 
Inc. (NYSE: LUB) in the S&P SmallCap 600 Index after the close of trading on Tuesday, February 4, 
2003. Luby's is being removed on account of low market capitalization.  
     Copyright © PRNewswire 
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     Example 2 shows a stock that was removed from an S&P index due to 

low market capitalization and a second stock that was removed because it 

traded below $2.00 per share.  AMR and AWRE are Penny Stock 

Castaways. 

 

 
 

Example 2 
 

Standard & Poor's Announces Changes in S&P U.S. Indices 

NEW YORK, March 11 /PRNewswire-FirstCall/ -- Standard & Poor's will make the following changes in 
the S&P 500 and S&P SmallCap 600 Indices after the close of trading on Thursday, March 13, 2003:  

   *  Apartment Investment & Management Co. (NYSE: AIV) will replace AMR Corp. (NYSE: AMR) in   
            the S&P 500 Index.  AMR is being removed on account of low market capitalization and price per  
            share. 
 
     *  Possis Medical Inc. (Nasdaq: POSS) will replace Aware Inc. (Nasdaq: AWRE) in the S&P  SmallCap   
         600 Index.  Aware has closed at a price below $2.00 per share for 5 consecutive days. 
          Copyright © PRNewswire 
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     Example 3 shows variations on the phrases ―low market capitalization‖ 

and ―has traded below $2.00‖.  BEAV, FLOW, and CTG are Penny Stock 

Castaways.  RAM is not a Penny Stock Castaway.  It was removed from 

the SmallCap 600 Index because it was acquired by another company. 

 

 
 

Example 3 
 

Standard & Poor's Announces Changes In S&P SmallCap 600 Index 

NEW YORK, April 21 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
SmallCap 600 Index after the close of trading on Wednesday, April 23, 2003:  

Republic Bancorp Inc. (Nasdaq: RBNC) will replace Royal Appliance Manufacturing Co. (NYSE: RAM). 
Techtronic Industries Co. Ltd. is acquiring Royal Appliance Manufacturing in a deal scheduled to close on 
or about that date, pending Royal Appliance shareholder and regulatory approvals. Standard & Poor's will 
monitor this transaction, and post any relevant updates on its website: www.standardandpoors.com.  

Movie Gallery Inc. (Nasdaq: MOVI), Centene Corp. (Nasdaq: CNTE) and Urban Outfitters Inc. (Nasdaq: 
URBN) will replace BE Aerospace Inc. (Nasdaq: BEAV), Flow International Corp. (Nasdaq: FLOW) and 
Computer Task Group Inc. (NYSE: CTG), respectively. BE Aerospace and Flow International are being 
removed on account of low price and market value, whereas Computer Task Group is being removed on 
account of low market price and liquidity. 
     Copyright © PRNewswire  
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     Example 4 shows a stock that was removed from an S&P index 

because it ranked 500th in the S&P 500 Index.  WIN is a Penny Stock 

Castaway.  IHI is not a Penny Stock Castaway.  It was removed from the 

SmallCap 600 Index because it was acquired by another company. 

  
 
 
 

Example 4 
 
 

Standard & Poor’s Announces Changes to U.S. Indices 

 
New York, NY, November 29, 2004 – Standard & Poor‘s hereby announces changes to the S&P 500 and 
S&P SmallCap 600 Indices.  
 
• Freescale Semiconductor Inc. (NYSE:FSL.B) will replace Winn-Dixie Stores Inc. (NYSE:WIN) in the 
S&P 500 after the close of trading on Thursday, December 2. Freescale Semiconductor is being spun off 
by S&P 500 constituent Motorola Inc. (NYSE:MOT). At the close of trading on Friday, November 26, 
Winn-Dixie had a market capitalization of roughly $580 million, ranking 500th in the Index. 
 
• Stage Stores Inc. (NASD:STGS) will be added to the S&P SmallCap 600 after the close of trading on 
Tuesday, November 30. Stage Stores is taking the place of Information Holdings Inc. (NYSE:IHI), which is 
being removed from the Index after this evening‘s market close. Information Holdings is being acquired by 
S&P/TSX Composite Index constituent Thomson Corp. (NYSE:TOC) in a deal expected to close before 
tomorrow‘s market open. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
 

 

 
 

 
 

 
 

 
 

 
 

 
 



 Penny Stock Castaways                                    Chapter 4: Finding The Castaways 

 
 

 

Copyright © 2010 35 

     Example 5 shows a stock that was removed from an S&P index 

because it ranked 400th in the S&P MidCap 400 Index.  IBC is a Penny 

Stock Castaway.  

 
 
 

Example 5 
 
 

Standard & Poor’s Announces Changes to S&P Index 

 
New York, NY, September 16, 2004 – Invitrogen Corp. (NASD:IVGN) will replace Interstate Bakeries 
Corp. (NYSE:IBC) in the S&P MidCap 400 Index after the close of trading on Monday, September 20, 
2004. As of market close on September 15 Interstate Bakeries had a market capitalization of roughly 
$157 million, ranking 400th in the S&P MidCap 400. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
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       Example 6 shows a stock that was removed from an S&P index 

because it traded below $2.00.  MZ is a Penny Stock Castaway.  Also, a 

stock was removed from an S&P index because it ranked 600th in the S&P 

SmallCap 600 Index.  APN is a Penny Stock Castaway.  BRKT is not a 

Penny Stock Castaway.  It was removed from the SmallCap 600 Index 

because it was acquired by another company. 

  
 
 
 

Example 6 
 
 
Standard & Poor’s Announces Changes to U.S. Index 

 
New York, NY, October 17, 2005 – Standard & Poor‘s will make the following changes to the S&P 
SmallCap 600 after the close of trading on Thursday, October 20: 
 
• Open Solutions Inc. (NASD:OPEN) will replace Brooktrout Inc. (NASD:BRKT). Brooktrout is being 
acquired by privately-held EAS Group in a transaction expected to close on or about that date. 
 
• CNS Inc. (NASD:CNXS) will replace Milacron Inc. (NYSE:MZ). Milacron has traded below $2.00 per 
share for more than five consecutive days. 
 
• Franklin Bank Corp. (NASD:FBTX) will replace Applica Inc. (NYSE:APN). After the close of trading on 
October 17 Applica had a market capitalization of approximately $43 million, ranking 600th in the index. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
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     Example 7 shows two stocks that were removed from an S&P index due 

to lack of representation.  ORG and MM are Penny Stock Castaways.   

  
 
 
 

Example 7 
 

Biosite, Inc., ANSYS, Inc. Added To S&P SmallCap 600 Index 

NEW YORK--(BUSINESS WIRE)--Feb. 20, 2002--Biosite, Inc. (NASD:BSTE) and ANSYS, Inc. 
(NASD:ANSS) will replace Organogenesis, Inc. (AMEX:ORG) and Mutual Risk Management (NYSE:MM) 
in the S&P SmallCap 600 Index after the close of trading on Thursday, February 21, 2002. 
Organogenesis and Mutual Risk Management are being removed for lack of representation. 
     Copyright © Business Wire  
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     The previous examples showed stocks that are Penny Stock 

Castaways.  There was also mention of a few stocks that were not Penny 

Stock Castaways because they were removed from an S&P index because 

they were acquired by other companies.  The next several examples will 

show more examples of stocks that are not Penny Stock Castaways. 

     Example 8 shows a stock that was removed from an S&P index 

because it filed for bankruptcy.  MIR is not a Penny Stock Castaway.   

  
 
 
 

Example 8 
 

ProLogis Added to S&P 500 Index 

NEW YORK, July 15 /PRNewswire/ -- S&P REIT Composite Index component ProLogis (NYSE: PLD) will 
replace Mirant Corp. (NYSE: MIR) in the S&P 500 Index after the close of trading on Wednesday, July 16, 
2003. On July 14 Mirant Corp. filed voluntary petitions for reorganization under Chapter 11 of the U.S. 
Bankruptcy Code. If Mirant does not resume trading on the New York Stock Exchange on Wednesday, 
July 16, it will be removed from the Index at a price of $0.00. 
     Copyright © PRNewswire  
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     Example 9 shows a stock that was removed from an S&P index 

because it ranked 400th in the S&P MidCap 400 Index.  However, this 

stock, UFI, is not a Penny Stock Castaway because the change will take 

place on a date to be announced.  The change will be made when the 

transaction involving SCRI is completed, as described in the first part of the 

announcement.  SCRI is not a Penny Stock Castaway.  It was removed 

from the MidCap 400 Index because it was acquired by another company.  

ESI is not a Penny Stock Castaway because it was removed from the 

SmallCap 600 Index and transferred to the MidCap 400 Index to replace 

SCRI.  

 
 

 

Example 9 
 
 

Standard & Poor’s Announces Changes To S&P U.S. Indices 
 
 New York, NY, January 20, 2004 – Standard & Poor‘s will make the following changes to the 
 S&P MidCap 400 and S&P SmallCap 600 Indices after the close of trading on a date to be 
 announced: 
  
 • S&P MidCap 400 constituent SICOR Inc. (NASD:SCRI) is being acquired by Teva 
 Pharmaceutical Industries Ltd. (NASD:TEVA) in a transaction anticipated to close within the 
 next several business days. S&P SmallCap 600 constituent ITT Educational Services Inc. 
 (NYSE:ESI) will replace SICOR in the S&P MidCap 400, and Meritage Corp. (NYSE:MTH) 
 will replace ITT Educational Services in the S&P SmallCap 600. 
 
 • Cognizant Technology Solutions Corp. (NASD:CTSH) will replace Unifi Inc. (NYSE:UFI) in 
 the S&P MidCap 400 Index on the same date as the SICOR transaction‘s implementation. 
 Unifi Inc. had a market capitalization of $333 million after the close of trading on January 16, 
 ranking 400th in the Index. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
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     Example 10 shows a stock that was removed from an S&P index 

because it was delisted.  IMPHE was removed from the SmallCap 600 

Index because it was delisted from the NASDAQ.  IMPHE is not a Penny 

Stock Castaway.  NAUT is not a Penny Stock Castaway.  It was removed 

from the SmallCap 600 Index because it was acquired by another 

company. 

  
 
 
 

Example 10 
 

Standard & Poor's Announces Changes to S&P SmallCap 600 Index 

NEW YORK, Aug. 26 /PRNewswire/ -- Standard & Poor's will make the following changes to the S&P 
SmallCap 600 Index after the close of trading Wednesday, August 27, 2003:  

     * iDine Rewards Network Inc. (Amex: IRN) will replace IMPATH Inc. (Nasdaq: IMPHE).  IMPATH Inc.  
       will be delisted from the NASDAQ National Market before tomorrow's open of trading, in response to  
       the ongoing delinquency of the company's SEC filings. 
 
     * WebEx Communications Inc. (Nasdaq: WEBX) will replace Nautica Enterprises Inc. (Nasdaq:  
       NAUT).  S&P 500 constituent V.F. Corp. (NYSE: VFC) is acquiring Nautica Enterprises in a  
       transaction that is scheduled to close on that date or soon thereafter.  The deal is still 
       subject to the approval of Nautica Enterprises' shareholders. 
     Copyright © PRNewswire        
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     Example 11 shows stocks that were removed from an S&P index and 

transferred to another S&P index.  CVH was removed from the MidCap 400 

Index because it replaced MAY in the S&P 500 Index, as detailed in the 

first paragraph of the announcement.  CVH is not a Penny Stock Castaway 

because it was transferred from one index to another.  MAY is not a Penny 

Stock Castaway.  It was removed from the S&P 500 Index because it was 

acquired by another company.  Also, TKR was removed from the SmallCap 

600 Index because it replaced CVH in the MidCap 400 Index.  TKR is not a 

Penny Stock Castaway because it was transferred from one index to 

another.   

  
 
 

Example 11 
 

 
Standard & Poor’s Announces Changes to U.S. Indices 

 
New York, NY, August 26, 2005 – Standard & Poor‘s will make the following changes to the S&P 500, 
S&P 100, S&P MidCap 400 and S&P SmallCap 600 indices after the close of trading on Monday, August 
29: 
 
S&P MidCap 400 constituent Coventry Health Care (NYSE:CVH) will replace May Department Stores Co. 
(NYSE:MAY) in the S&P 500. May is being acquired by S&P 500 constituent Federated Department 
Stores Inc. (NYSE:FD) in a deal expected to close on or about that date. The combined company will 
remain in the S&P 500, and S&P 500 constituent Abbott Laboratories (NYSE:ABT) will replace May in the 
S&P 100 Index. 
 
S&P SmallCap 600 constituent Timken Co. (NYSE:TKR) will replace Coventry Health in the S&P MidCap 
400, and ASV Inc. (NASD:ASVI) will replace Timken in the S&P SmallCap 600. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
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     Example 12 shows two stocks that were removed from an S&P index 

due to a merger.  The two companies, BWC and CDT, were removed from 

the SmallCap 600 Index because they merged together to form a new 

company, BDC.  BWC and CDT no longer exist as companies, so they are 

not Penny Stock Castaways.   

  
 
 
 

Example 12 
 

Standard & Poor's Announces Changes to S&P SmallCap 600 Index 

 
NEW YORK, July 8 /PRNewswire/ -- Standard & Poor's will make the following changes to the S&P 
SmallCap 600 Index after the close of trading Thursday, July 15, 2004:  

 * S&P SmallCap 600 components Belden Inc. (NYSE: BWC) and Cable Design Technologies 
   (NYSE: CDT) are merging in a transaction anticipated to close on or about that date, pending  
   shareholder approval.  The merged company, Belden CDT Inc. (NYSE: BDC), will replace Cable Design 
   Technologies, while FindWhat.com (NASD: FWHT) will replace Belden, in the S&P SmallCap  600. 
     Copyright © PRNewswire 
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     Example 13 shows a stock that was removed from an S&P index due to 

a corporate restructuring.  Corporate restructurings can occur in a variety of 

ways.  In this example, USON was removed from the SmallCap 600 Index 

because the company was taken private and will no longer be a publicly 

traded company.  USON is not a Penny Stock Castaway.  

  
 
 
 

Example 13 
 
 
Standard & Poor’s Announces Change to S&P Index 

 
New York, NY, August 16, 2004 – Synaptics Inc. (NASD:SYNA) will replace U.S. Oncology Inc. 
(NASD:USON) in the S&P SmallCap 600 after the close of trading on Friday, August 20. U.S. Oncology is 
being taken private by Oiler Acquisition Corp., an affiliate of Welsh, Carson, Anderson & Stowe IX L.P., in 
a transaction expected to close on or about that date. The deal is still pending shareholder approval. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
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     Example 14 is another example of a corporate restructuring.  In this 

example, PR was removed from the MidCap 400 Index because it altered 

its corporate structure, as the announcement describes.  PR is not a Penny 

Stock Castaway.  

  
 
 
 

Example 14 
 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

 
New York, NY, May 27, 2004 – Standard & Poor‘s will make the following changes to the S&P MidCap 
400 and S&P SmallCap 600 indices after the close of trading on Thursday, June 3, 2004: 
 
UTStarcom Inc. (NASD:UTSI) will replace Price Communications Corp. (NYSE:PR) in the S&P MidCap 
400. Since its addition to the Index, Price Communications has altered its corporate structure in such a 
way as to no longer qualify as an operating company, thus rendering the company ineligible for S&P U.S. 
index inclusion. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
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Chapter 5:   Test Your Skills, Identify The Castaways 

 

     This chapter will help you identify the Penny Stock Castaways in the 

Standard & Poor's announcements.  Each Standard & Poor's 

announcement in this chapter is a test.  Read the Standard & Poor's 

announcement and write down the ticker symbol of each stock that you 

think is a Penny Stock Castaway.  Also, write down the date the stock will 

be removed from the index.  The answer for each test is shown just below 

the test.  When you are looking at each page, just look at the upper part of 

the page where the test is, so you will not see the correct answer until you 

have written down your answer.  The details about each of the Penny Stock 

Castaways shown in these examples can be found in Chapter 10: Track 

Records and Statistics. 
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         Reminder – avoid stocks that are removed from the S&P 500 Index,  
          MidCap 400 Index, or the SmallCap 600 Index due to: 

 

 merger 

 acquisition 

 spin-off 

 corporate restructuring 

 bankruptcy  

 delisting   

 

         Also, avoid stocks that are:  

 removed from one index and transferred to another index 

 removed from an index on a date ‗to be announced‘ 
                         

        

         Look for stocks that are removed from the S&P 500 Index, 
          MidCap 400 Index, and the SmallCap 600 Index index due to: 

 

 ―low market capitalization‖ 

 ―ranks 500th in the S&P 500‖ 

 ―ranks 400th in the S&P MidCap 400‖ 

 ―ranks 600th in the S&P SmallCap 600‖ 

 ―has traded below $2.00‖ 

 ―lack of representation‖   

 any variations of these phrases or new phrases that are   
  used in the future 
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Test  1 
 

Standard & Poor’s Announces Changes to S&P Index 

New York, NY, September 21, 2004 – Standard & Poor‘s will make the following changes to the S&P 
SmallCap 600 Index after the close of trading on Tuesday, September 28: 

• Petroleum Development Corp. (NASD:PETD) will replace Evergreen Resources Inc. (NYSE:EVG). 
Evergreen Resources is being acquired by S&P MidCap 400 constituent Pioneer Natural Resources Co. 
(NYSE:PXD) in a transaction expected to close on or about that date, pending final approvals. 

• Gentiva Health Services Inc. (NASD:GTIV) will replace Concord Camera Corp. (NASD:LENS). Concord 
Camera‘s stock has been trading at or below $2.00 per share since August 26th. 

• Sonic Solutions (NASD:SNIC) will replace Intermet Corp. (NASD:INMT). As of market close on Monday, 
September 20, Intermet had a market capitalization of approximately $19 million, ranking 600th in the 
Index. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 

 

Answer  1 
 
Standard & Poor’s Announces Changes to S&P Index 

New York, NY, September 21, 2004 – Standard & Poor‘s will make the following changes to the S&P 
SmallCap 600 Index after the close of trading on Tuesday, September 28: 

• Petroleum Development Corp. (NASD:PETD) will replace Evergreen Resources Inc. (NYSE:EVG). 
Evergreen Resources is being acquired by S&P MidCap 400 constituent Pioneer Natural Resources Co. 
(NYSE:PXD) in a transaction expected to close on or about that date, pending final approvals. 

• Gentiva Health Services Inc. (NASD:GTIV) will replace Concord Camera Corp. (NASD:LENS). Concord 
Camera‘s stock has been trading at or below $2.00 per share since August 26th. 

• Sonic Solutions (NASD:SNIC) will replace Intermet Corp. (NASD:INMT). As of market close on Monday, 
September 20, Intermet had a market capitalization of approximately $19 million, ranking 600th in the 
Index. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 

     Answer – EVG is not a Penny Stock Castaway because it was acquired 
by another company.  LENS and INMT are Penny Stock Castaways.  Lens 
was removed from the SmallCap 600 because it traded below $2.00.  INMT 
was removed because it ranked 600th in the SmallCap 600 Index.  The date 
LENS and INMT will be removed is 9/28/04. 
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Test  2 
 

Standard & Poor's Announces Changes In S&P U.S. Indices 

NEW YORK, March 10 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
MidCap 400 and S&P SmallCap 600 Indices:  

     * S&P SmallCap 600 components Corinthian Colleges Inc. (Nasdaq: COCO) and Ruby Tuesday Inc.  
       (NYSE: RI) will replace Cirrus Logic (Nasdaq: CRUS) and GrafTech International (NYSE: GTI),  
       respectively, in the S&P MidCap 400 Index after the close of trading on Wednesday, March 12, 2003. 
       Cirrus Logic and GrafTech are being removed on account of low market value.  Gables Residential  
       Trust (NYSE: GBP) and Tractor Supply Co. (Nasdaq: TSCO) will replace Corinthian Colleges and  
       Ruby Tuesday, respectively, in the S&P SmallCap 600 Index. 
 
     * Websense Inc. (Nasdaq: WBSN) will replace Fleming Companies, Inc., (NYSE: FLM) in the S&P  
       SmallCap 600 Index after the close of trading on Wednesday, March 12, 2003.  Fleming has traded  
       at or below $2.00 per share for 5 consecutive days. 
        Copyright © PRNewswire 

 
 

Answer  2 

Standard & Poor's Announces Changes In S&P U.S. Indices 

NEW YORK, March 10 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
MidCap 400 and S&P SmallCap 600 Indices:  

     * S&P SmallCap 600 components Corinthian Colleges Inc. (Nasdaq: COCO) and Ruby Tuesday Inc.  
       (NYSE: RI) will replace Cirrus Logic (Nasdaq: CRUS) and GrafTech International (NYSE: GTI),  
       respectively, in the S&P MidCap 400 Index after the close of trading on Wednesday, March 12, 2003. 
       Cirrus Logic and GrafTech are being removed on account of low market value.  Gables Residential  
       Trust (NYSE: GBP) and Tractor Supply Co. (Nasdaq: TSCO) will replace Corinthian Colleges and  
       Ruby Tuesday, respectively, in the S&P SmallCap 600 Index. 
 
     * Websense Inc. (Nasdaq: WBSN) will replace Fleming Companies, Inc., (NYSE: FLM) in the S&P 
       SmallCap 600 Index after the close of trading on Wednesday, March 12, 2003.  Fleming has traded 
      at or below $2.00 per share for 5 consecutive days. 
        Copyright © PRNewswire 
 

 

     Answer – CRUS and GTI are Penny Stock Castaways.  They were 
removed from the MidCap 400 Index due to low market value.  The date 
CRUS and GTI will be removed is 3/12/03.  COCO and RI are not Penny 
Stock Castaways.  They were removed from the SmallCap 600 Index and 
transferred to the MidCap 400 Index to replace CRUS and GTI.  FLM is a 
Penny Stock Castaway.  It was removed from the SmallCap 600 Index 
because it traded below $2.00.  The date FLM will be removed is 3/12/03. 
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Test  3 
 
 
Standard & Poor’s Announces Changes to U.S. Index 

 
New York, NY, May 9, 2005 – Standard & Poor‘s will make the following changes to the S&P SmallCap 
600: 
 
• Central Pacific Financial Corp. (NYSE:CPF) will replace Riggs National Corp. (NASD:RIGS) after the 
close of trading on Friday, May 13. S&P 500 constituent PNC Financial Services Group (NYSE:PNC) is 
acquiring Riggs National in a deal expected to close on or about that date. 
 
• World Fuel Services Corp. (NYSE:INT) will replace Patina Oil & Gas Corp. (NYSE:POG) after the close 
of trading on a date to be announced. Patina Oil & Gas is being acquired by S&P MidCap 400 constituent 
Noble Energy Inc. (NYSE:NBL) in a deal that is still pending final approval. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
 
 

 

Answer  3 
 

 
Standard & Poor’s Announces Changes to U.S. Index 

 
New York, NY, May 9, 2005 – Standard & Poor‘s will make the following changes to the S&P SmallCap 
600: 
 
• Central Pacific Financial Corp. (NYSE:CPF) will replace Riggs National Corp. (NASD:RIGS) after the 
close of trading on Friday, May 13. S&P 500 constituent PNC Financial Services Group (NYSE:PNC) is 
acquiring Riggs National in a deal expected to close on or about that date. 
 
• World Fuel Services Corp. (NYSE:INT) will replace Patina Oil & Gas Corp. (NYSE:POG) after the close 
of trading on a date to be announced. Patina Oil & Gas is being acquired by S&P MidCap 400 constituent 
Noble Energy Inc. (NYSE:NBL) in a deal that is still pending final approval. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 

 

     Answer – There are no Penny Stock Castaways here.  RIGS and POG 
were removed from the SmallCap 600 Index because they were acquired 
by other companies.   
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Test  4 
 
 
Standard & Poor's Announces Changes in Standard & Poor's U.S. Indices 
 
NEW YORK, July 23 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 500, 
S&P MidCap 400 and S&P SmallCap 600 Indices:  
 
     * Anthem Inc. (NYSE: ATH) will be added to the S&P 500 Index replacing Conseco Inc. (NYSE: CNC)  
       after the close of trading on Wednesday, July 24, 2002. Conseco had a market capitalization of $429  
       million after the close of trading on July 23, ranking 498 in the S&P 500 Index. 
 
     * SICOR Inc. (Nasdaq: SCRI) will be added to the S&P MidCap 400 Index replacing Trigon Healthcare  
       Inc. (NYSE: TGH) after the close of trading on a date to be announced. Anthem Inc. is acquiring  
       Trigon Healthcare. 
 
     * Glenborough Realty Trust (NYSE: GLB) will be added to the S&P SmallCap 600 Index replacing  
       Aspect Communications (Nasdaq: ASPT) after the close of trading on Wednesday, July 24, 2002.   
       Aspect Communications is being removed because it has traded at or below $2.00 for five 
       consecutive days. 
           Copyright © PRNewswire 
 
 

Answer  4 
 

Standard & Poor's Announces Changes in Standard & Poor's U.S. Indices 
 
NEW YORK, July 23 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 500, 
S&P MidCap 400 and S&P SmallCap 600 Indices:  
 
     * Anthem Inc. (NYSE: ATH) will be added to the S&P 500 Index replacing Conseco Inc. (NYSE: CNC)  
       after the close of trading on Wednesday, July 24, 2002. Conseco had a market capitalization of $429  
       million after the close of trading on July 23, ranking 498 in the S&P 500 Index. 
 
     * SICOR Inc. (Nasdaq: SCRI) will be added to the S&P MidCap 400 Index replacing Trigon Healthcare  
       Inc. (NYSE: TGH) after the close of trading on a date to be announced. Anthem Inc. is acquiring  
       Trigon Healthcare. 
 
     * Glenborough Realty Trust (NYSE: GLB) will be added to the S&P SmallCap 600 Index replacing  
       Aspect Communications (Nasdaq: ASPT) after the close of trading on Wednesday, July 24, 2002.   
       Aspect Communications is being removed because it has traded at or below $2.00 for five 
       consecutive days. 
          Copyright © PRNewswire     

 

     Answer – CNC is a Penny Stock Castaway.  It was removed because it 
ranked 498th in the S&P 500 Index.   It will be removed on 7/24/02.  ASPT 
is a Penny Stock Castaway.  It was removed from the SmallCap 600 Index 
because it traded below $2.00.  It will be removed on 7/24/02.  TGH is not a 
Penny Stock Castaway.  It was removed from the MidCap 400 Index 
because it was acquired by another company.   
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Test  5 
 

Planar Systems Added To S&P SmallCap 600 Index 

NEW YORK--(BUSINESS WIRE)--Feb. 6, 2002 

* Planar Systems (NASD:PLNR) will replace Brightpoint Inc. (NASD:CELL) in the S&P SmallCap 600    
  Index after the close of trading on Thursday, Feb. 7, 2002. Brightpoint Inc. is being removed for lack of   
  representation. 
      Copyright © Business Wire  

 

 
 
 
 
 
 
 

Answer  5 
 

 

Planar Systems Added To S&P SmallCap 600 Index 

NEW YORK--(BUSINESS WIRE)--Feb. 6, 2002 

* Planar Systems (NASD:PLNR) will replace Brightpoint Inc. (NASD:CELL) in the S&P SmallCap 600    
  Index after the close of trading on Thursday, Feb. 7, 2002. Brightpoint Inc. is being removed for lack of   
  representation. 
     Copyright © Business Wire 
 

 

 

     Answer – CELL is a Penny Stock Castaway.  It was removed from the 
SmallCap 600 Index due to lack of representation.  It will be removed on 
2/7/02.   
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Test  6 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

New York, NY, March 29, 2004 –  

S&P MidCap 400 constituent Affiliated Computer Services Inc. (NYSE:ACS) will replace Travelers 
Property Casualty Corp. (NYSE:TAP.B) in the S&P 500 after the close of trading on Thursday, April 1, 
2004. Travelers is being acquired by fellow S&P 500 constituent St. Paul Companies Inc. (NYSE:SPC) in 
a transaction anticipated to close on or about that date.  

S&P SmallCap 600 constituent Thor Industries Inc. (NYSE:THO) will replace Affiliated Computer Services 
in the S&P MidCap 400, while BioLase Technology Inc. (NASD:BLTI) will replace Thor Industries in the 
S&P SmallCap 600. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 

 

 

 

Answer  6 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

New York, NY, March 29, 2004 –  

S&P MidCap 400 constituent Affiliated Computer Services Inc. (NYSE:ACS) will replace Travelers 
Property Casualty Corp. (NYSE:TAP.B) in the S&P 500 after the close of trading on Thursday, April 1, 
2004. Travelers is being acquired by fellow S&P 500 constituent St. Paul Companies Inc. (NYSE:SPC) in 
a transaction anticipated to close on or about that date.  

S&P SmallCap 600 constituent Thor Industries Inc. (NYSE:THO) will replace Affiliated Computer Services 
in the S&P MidCap 400, while BioLase Technology Inc. (NASD:BLTI) will replace Thor Industries in the 
S&P SmallCap 600. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
 

     Answer – There are no Penny Stock Castaways here.  TAP was 
removed from the S&P 500 Index because it was acquired by another 
company.  ACS was removed from the MidCap 400 Index and transferred 
to the S&P 500 Index to replace TAP.  THO was removed from the 
SmallCap 600 Index and transferred to the MidCap 400 Index to replace 
ACS. 
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Test  7 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

New York, NY, October 24, 2005 – Standard & Poor‘s will make the following changes to the S&P 
MidCap 400 and SmallCap 600: 

• Gevity HR Inc. (NASD:GVHR) will replace Helix Technology Corp. (NASD:HELX) in the S&P SmallCap 
600 after the close of trading Wednesday, October 26. Helix is being acquired by S&P SmallCap 600 
constituent Brooks Automation Inc. (NASD:BRKS) in a transaction expected to close on or about that 
date. 

• Cathay General Bancorp (NASD:CATY) will replace Krispy Kreme Doughnuts Inc. (NYSE:KKD), and 
Mine Safety Appliances Co. (NYSE:MSA) will replace LTX Corp. (NASD:LTXX), in the S&P MidCap 400 
after the close of trading Thursday, October 27. After the close of trading on Monday, October 24 Krispy 
Kreme and LTX had market capitalizations of approximately $295 million and $244 million respectively, 
ranking 399th and 400th in the index. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 

 
 

Answer  7 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

New York, NY, October 24, 2005 – Standard & Poor‘s will make the following changes to the S&P 
MidCap 400 and SmallCap 600: 

• Gevity HR Inc. (NASD:GVHR) will replace Helix Technology Corp. (NASD:HELX) in the S&P SmallCap 
600 after the close of trading Wednesday, October 26. Helix is being acquired by S&P SmallCap 600 
constituent Brooks Automation Inc. (NASD:BRKS) in a transaction expected to close on or about that 
date. 

• Cathay General Bancorp (NASD:CATY) will replace Krispy Kreme Doughnuts Inc. (NYSE:KKD), and 
Mine Safety Appliances Co. (NYSE:MSA) will replace LTX Corp. (NASD:LTXX), in the S&P MidCap 400 
after the close of trading Thursday, October 27. After the close of trading on Monday, October 24 Krispy 
Kreme and LTX had market capitalizations of approximately $295 million and $244 million respectively, 
ranking 399th and 400th in the index. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 

 

     Answer – HELX is not a Penny Stock Castaway.  It was removed from 
the SmallCap 600 Index because it was acquired by another company.  
KKD and LTXX are Penny Stock Castaways.  They were removed from the 
MidCap 400 Index because they ranked 399th and 400th in the index.  They 
will be removed from the index on 10/27/05. 
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Test  8 
 

Arch Chemicals Added To S&P SmallCap 600 Index 

NEW YORK--(BUSINESS WIRE)--April 14, 2000-  

Standard & Poor's will replace MicroAge Inc. (NASDAQ:MICA) in the S&P SmallCap 600 Index with Arch 
Chemicals (NYSE:ARJ) after the close of trading on Monday, April 17, 2000.  

MicroAge Inc. announced this morning that it has filed a voluntary petition for reorganization under 
Chapter 11 of the United States Bankruptcy Code.  
     Copyright © Business Wire 

 

 

 
 

Answer  8 
 

Arch Chemicals Added To S&P SmallCap 600 Index 

NEW YORK--(BUSINESS WIRE)--April 14, 2000-  

Standard & Poor's will replace MicroAge Inc. (NASDAQ:MICA) in the S&P SmallCap 600 Index with Arch 
Chemicals (NYSE:ARJ) after the close of trading on Monday, April 17, 2000.  

MicroAge Inc. announced this morning that it has filed a voluntary petition for reorganization under 
Chapter 11 of the United States Bankruptcy Code. 
     Copyright © Business Wire 

 

     Answer – MICA is not a Penny Stock Castaway.  It was removed from 
the SmallCap 600 Index because it filed for bankruptcy. 
 
 

 

 
 

 
 

 
 

 



 Penny Stock Castaways                                                 Chapter 5: Test Your Skills 

 
 

 

Copyright © 2010 55 

Test  9 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

NEW YORK, March 17 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
MidCap 400 and S&P SmallCap 600 Indices on Wednesday, March 19, 2003:  

      * Pharmaceutical Resources Inc. (NYSE: PRX) will replace Incyte Corporation (Nasdaq: INCY) in the 
        S&P MidCap 400 Index.  Incyte Corporation is being removed on account of low price per share and 
        market capitalization. 

      * The Nautilus Group Inc. (NYSE: NLS) will replace Midwest Express Holdings Inc. (NYSE: MEH) in  
         the S&P SmallCap 600 Index.  As of Friday, March 14, Midwest Express had a market capitalization  
         of $22.8 million dollars, ranking 600th in the index. 
     Copyright © PRNewswire 

 
 

Answer  9 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

NEW YORK, March 17 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
MidCap 400 and S&P SmallCap 600 Indices on Wednesday, March 19, 2003:  

      * Pharmaceutical Resources Inc. (NYSE: PRX) will replace Incyte Corporation (Nasdaq: INCY) in the 
        S&P MidCap 400 Index.  Incyte Corporation is being removed on account of low price per share and 
        market capitalization. 

      * The Nautilus Group Inc. (NYSE: NLS) will replace Midwest Express Holdings Inc. (NYSE: MEH) in  
         the S&P SmallCap 600 Index.  As of Friday, March 14, Midwest Express had a market capitalization  
         of $22.8 million dollars, ranking 600th in the index. 
     Copyright © PRNewswire 

 

 

     Answer – INCY is a Penny Stock Castaway.  It was removed from the 
MidCap 400 Index because of low price and market capitalization.  It will be 
removed on 3/19/03.  MEH is a Penny Stock Castaway.  It was removed 
from the SmallCap 600 Index because it ranked 600th in the index.  It will 
be removed on 3/19/03.  
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Test  10 
 

Standard & Poor’s Announces Changes to S&P Indices 

NEW YORK--(BUSINESS WIRE)--April 12, 2001 - - Standard & Poor's will make the following changes in 
the S&P MidCap 400 and S&P SmallCap 600 Indices after the close of trading on Monday, April 16, 
2001:  

              --  Western Gas Resources (NYSE:WGR) will replace Comdisco, Inc. (NYSE:CDO) in the S&P 
                   MidCap 400 Index. Comdisco, Inc. is being removed for lack of representation. 
 
              --  Webb (Del) Corp. (NYSE:WBB) will replace Immune Response Corp. (NASD:IMNR) in the  
                   S&P SmallCap 600 Index. Immune Response is being removed for lack of representation. 
     Copyright © Business Wire  
 

 

 

 
 
 
 

Answer  10 
 

Standard & Poor’s Announces Changes to S&P Indices 

NEW YORK--(BUSINESS WIRE)--April 12, 2001 - - Standard & Poor's will make the following changes in 
the S&P MidCap 400 and S&P SmallCap 600 Indices after the close of trading on Monday, April 16, 
2001:  

              --  Western Gas Resources (NYSE:WGR) will replace Comdisco, Inc. (NYSE:CDO) in the S&P 
                   MidCap 400 Index. Comdisco, Inc. is being removed for lack of representation. 
 
              --  Webb (Del) Corp. (NYSE:WBB) will replace Immune Response Corp. (NASD:IMNR) in the  
                   S&P SmallCap 600 Index. Immune Response is being removed for lack of representation. 
     Copyright © Business Wire  
 
 

 

     Answer – CDO and IMNR are Penny Stock Castaways.  CDO was 
removed from the MidCap 400 Index due to lack of representation.  IMNR 
was removed from the SmallCap 600 Index due to lack of representation.  
Both stocks will be removed on 4/16/01.  
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Test  11 
 

EPIQ Systems Inc. Added to S&P SmallCap 600 Index 

NEW YORK, Aug. 18 /PRNewswire/ -- EPIQ Systems Inc. (Nasdaq: EPIQ) will be added to the S&P 
SmallCap 600 Index after the close of trading Tuesday, August 19, replacing AFC Enterprises Inc., which 
will be removed from the Index after the close of trading this evening. AFC Enterprises was delisted from 
the NASDAQ National Market before today's open of trading, in response to the ongoing delinquency of 
the company's SEC filings. 
     Copyright © PRNewswire 

 

 

 
 
 
 

Answer  11 
 

EPIQ Systems Inc. Added to S&P SmallCap 600 Index 

NEW YORK, Aug. 18 /PRNewswire/ -- EPIQ Systems Inc. (Nasdaq: EPIQ) will be added to the S&P 
SmallCap 600 Index after the close of trading Tuesday, August 19, replacing AFC Enterprises Inc., which 
will be removed from the Index after the close of trading this evening. AFC Enterprises was delisted from 
the NASDAQ National Market before today's open of trading, in response to the ongoing delinquency of 
the company's SEC filings. 
     Copyright © PRNewswire 

 
 

     Answer – There are no Penny Stock Castaways here.  AFC Enterprises 
was removed from the SmallCap 600 Index because it was delisted from 
the NASDAQ.  
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Test  12 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

NEW YORK, Sept. 23 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
500 and S&P MidCap 400 Indices after the close of trading on Thursday, September 25, 2003:  

      * S&P MidCap 400 constituent Express Scripts Inc. (Nasdaq: ESRX) will replace Quintiles  
        Transnational Corp. (Nasdaq: QTRN) in the S&P 500 Index.  A holding company controlled by  
        Quintiles' chairman is taking the company private in a transaction anticipated to close on or about  
         that date.  The deal is still contingent upon the approval of Quintiles shareholders and other  
         customary conditions. 
 
     * Rent-A-Center Inc. (Nasdaq: RCII) will replace Express Scripts in the S&P MidCap 400. 
     Copyright © PRNewswire 
 

 
 
 

Answer  12 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

NEW YORK, Sept. 23 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 
500 and S&P MidCap 400 Indices after the close of trading on Thursday, September 25, 2003:  

      * S&P MidCap 400 constituent Express Scripts Inc. (Nasdaq: ESRX) will replace Quintiles  
        Transnational Corp. (Nasdaq: QTRN) in the S&P 500 Index.  A holding company controlled by  
        Quintiles' chairman is taking the company private in a transaction anticipated to close on or about  
         that date.  The deal is still contingent upon the approval of Quintiles shareholders and other  
         customary conditions. 
 
     * Rent-A-Center Inc. (Nasdaq: RCII) will replace Express Scripts in the S&P MidCap 400. 
     Copyright © PRNewswire 
 
 

 

     Answer – There are no Penny Stock Castaways here.  QTRN was 
removed from the S&P 500 Index due to corporate restructuring.  It became 
a private company.  ESRX was removed from the MidCap 400 Index and 
transferred to the S&P 500 Index to replace QTRN. 
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Test  13 
 

Monsanto Company Added to S&P 500 Index 

NEW YORK, Aug. 7 /PRNewswire/ -- 

Monsanto Co. (NYSE: MON) will replace Palm Inc. (Nasdaq: PALM) in the S&P 500 Index after the close 
of trading on Tuesday, August 13, 2002. S&P 500 component Pharmacia Corp. (NYSE: PHA) is spinning 
off its 84.3% interest in Monsanto to Pharmacia shareholders. Palm had a market capitalization of $585 
million after the close of trading on August 6, ranking 496 in the S&P 500 Index and continues to trade at 
a low price.  
     Copyright © PRNewswire 

 
 
 
 
 
 
 
 
 

Answer  13 
 

Monsanto Company Added to S&P 500 Index 

NEW YORK, Aug. 7 /PRNewswire/ -- 

Monsanto Co. (NYSE: MON) will replace Palm Inc. (Nasdaq: PALM) in the S&P 500 Index after the close 
of trading on Tuesday, August 13, 2002. S&P 500 component Pharmacia Corp. (NYSE: PHA) is spinning 
off its 84.3% interest in Monsanto to Pharmacia shareholders. Palm had a market capitalization of $585 
million after the close of trading on August 6, ranking 496 in the S&P 500 Index and continues to trade at 
a low price. 
     Copyright © PRNewswire  

 
 

 

     Answer – PALM is a Penny Stock Castaway.  It was removed from the 
S&P 500 Index because it ranked 496th in the index and traded at a low 
price.  It will be removed on 8/13/02. 
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Test  14 
 

Standard & Poor’s Announces Changes to U.S. Index 

New York, NY, March 21, 2005 – Standard & Poor‘s will make the following changes to the S&P 500 
Index after the close of trading on Thursday, March 24: 
 
• S&P 500 constituent Sears, Roebuck & Co. (NYSE:S) is merging with Kmart Holding Corp.     
  (NASD:KMRT) in a deal subject to shareholder approval. The surviving company, Sears Holdings Corp.  
  (NASD:SHLD), will replace Sears Roebuck in the S&P 500. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
 
 
 
 
 
 
 
 

Answer  14 
 

Standard & Poor’s Announces Changes to U.S. Index 

New York, NY, March 21, 2005 – Standard & Poor‘s will make the following changes to the S&P 500 
Index after the close of trading on Thursday, March 24: 
 
• S&P 500 constituent Sears, Roebuck & Co. (NYSE:S) is merging with Kmart Holding Corp.     
  (NASD:KMRT) in a deal subject to shareholder approval. The surviving company, Sears Holdings Corp.  
  (NASD:SHLD), will replace Sears Roebuck in the S&P 500. 
     Copyright © Standard & Poor's, a division of The McGraw-Hill Companies, Inc 
 
 

 

     Answer – There are no Penny Stock Castaways here.  S was removed 
from the S&P 500 Index because it merged with KMRT.  The new 
company, SHLD, replaced S in the S&P 500 Index, essentially replacing 
itself. 
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Test  15 
 

Standard & Poor's Announces Changes In S&P Indices 

NEW YORK--(BUSINESS WIRE)--March 26, 2001--Standard & Poor's will make the following changes in 
the S&P 500, S&P MidCap 400 and S&P SmallCap 600 Indices:  

    --  S&P MidCap 400 component Concord EFS Inc. (NASDAQ:CEFT) will replace Ceridian Corp. (Old)  
        (NYSE:CEN) in the S&P 500 Index after the close of trading on Friday, March 30, 2001. Ceridian will  
        become two independent companies, Ceridian and Arbitron Inc. in a reverse spin-off transaction.  
        Ceridian Corp. (New) (NYSE:CENwi) will replace Concord EFS Inc. in the S&P MidCap 400 Index.  
        Arbitron Inc. (New) (NYSE:ARBwi) will replace New Century Equity Hldg. Corp. (NASDAQ:NCEH) in  
        the S&P SmallCap 600 Index after the close of trading on Friday, March 30, 2001. New Century  
        Equity is being removed for lack of representation. 
     Copyright © Business Wire 
 
 
 
 
 

Answer  15 
 

Standard & Poor's Announces Changes In S&P Indices 

NEW YORK--(BUSINESS WIRE)--March 26, 2001--Standard & Poor's will make the following changes in 
the S&P 500, S&P MidCap 400 and S&P SmallCap 600 Indices:  

    --  S&P MidCap 400 component Concord EFS Inc. (NASDAQ:CEFT) will replace Ceridian Corp. (Old)  
        (NYSE:CEN) in the S&P 500 Index after the close of trading on Friday, March 30, 2001. Ceridian will  
        become two independent companies, Ceridian and Arbitron Inc. in a reverse spin-off transaction.  
        Ceridian Corp. (New) (NYSE:CENwi) will replace Concord EFS Inc. in the S&P MidCap 400 Index.  
        Arbitron Inc. (New) (NYSE:ARBwi) will replace New Century Equity Hldg. Corp. (NASDAQ:NCEH) in  
        the S&P SmallCap 600 Index after the close of trading on Friday, March 30, 2001. New Century  
        Equity is being removed for lack of representation. 
     Copyright © Business Wire 

 
 

     Answer – CEN is not a Penny Stock Castaway.  It was removed from 
the S&P 500 Index because it spun off into two separate companies, 
CENwi and ARBwi.  CEFT is not a Penny Stock Castaway.  It was removed 
from the MidCap 400 Index and transferred to the S&P 500 Index to 
replace the old CEN.  NCEH is a Penny Stock Castaway.  It was removed 
from the SmallCap 600 Index due to lack of representation. It will be 
removed on 3/30/01. 
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Test  16 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

NEW YORK, Aug. 14 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 500 
and S&P SmallCap 600 Indices:  

     *  Travelers Property Casualty Corp. (NYSE: TAP.Bwi) will replace Vitesse Semiconductor (Nasdaq:  
         VTSS) in the S&P 500 Index after the close of trading on Tuesday, August 20, 2002.  S&P 500 
         component Citigroup Inc. (NYSE: C) is spinning off its Travelers Property Casualty unit to Citigroup  
         shareholders.  Vitesse Semiconductor had a market capitalization of $235 million after the close of  
         trading on August 13, ranking 500 in the S&P 500 Index and continues to trade at a low price. 
 
     *  Rock-Tenn Company (NYSE: RKT) will be added to the S&P SmallCap 600 Index replacing Cygnus  
        Inc. (Nasdaq: CYGN) after the close of trading on Thursday, August 15, 2002.  Cygnus Inc. is being  
        removed because it has traded at or below $2.00 for five consecutive days. 
     Copyright © PRNewswire 
 
 
 
 
 

Answer  16 
 

Standard & Poor’s Announces Changes to S&P U.S. Indices 

NEW YORK, Aug. 14 /PRNewswire/ -- Standard & Poor's will make the following changes in the S&P 500 
and S&P SmallCap 600 Indices:  

     *  Travelers Property Casualty Corp. (NYSE: TAP.Bwi) will replace Vitesse Semiconductor (Nasdaq:  
         VTSS) in the S&P 500 Index after the close of trading on Tuesday, August 20, 2002.  S&P 500 
         component Citigroup Inc. (NYSE: C) is spinning off its Travelers Property Casualty unit to Citigroup  
         shareholders.  Vitesse Semiconductor had a market capitalization of $235 million after the close of  
         trading on August 13, ranking 500 in the S&P 500 Index and continues to trade at a low price. 
 
     *  Rock-Tenn Company (NYSE: RKT) will be added to the S&P SmallCap 600 Index replacing Cygnus  
        Inc. (Nasdaq: CYGN) after the close of trading on Thursday, August 15, 2002.  Cygnus Inc. is being  
        removed because it has traded at or below $2.00 for five consecutive days. 
     Copyright © PRNewswire 

 

     Answer – VTSS and CYGN are Penny Stock Castaways.  VTSS was 
removed from the S&P 500 Index because it ranked 500th in the index and 
traded at a low price.  It will be removed on 8/20/02.  CYGN was removed 
from the SmallCap 600 Index because it traded below $2.00.  It will be 
removed on 8/15/02.         
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Chapter 6:   Trading The Castaways 
 

     Now it is time to learn how to trade the Penny Stock Castaways.  Each 

evening, you will check Standard and Poor‘s website to see if there are any 

announced changes to their three main U.S. indexes, as detailed in 

Chapter 4.  You will read the announcements and identify the Penny Stock 

Castaways, as detailed in Chapter 4 and Chapter 5.  If you find a Penny 

Stock Castaway, you will make note of the stock‘s ticker symbol along with 

the date the stock will be removed from the index, as you did in Chapter 5. 

     The procedures detailed in this chapter will take you step by step 

through the process of buying and selling the Penny Stock Castaways, so 

that you will be successful at making profits with these castaway stocks.  

Section 1 provides details on three main strategies that can be used to buy 

the Penny Stock Castaways.  Section 2 details some important situations to 

be aware of before buying a Penny Stock Castaway.  In section 3, you will 

learn how to set the price targets and sell the Penny Stock Castaways.  

Section 4 provides guidance for setting limit orders and stop loss orders, 

while section 5 details the time frame for trading the Penny Stock 

Castaways.   
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1. Buying the Penny Stock Castaways 

 

     The day that a stock is removed from an index is commonly referred to 

as the effective date.  A stock that is removed from an S&P index will be 

removed from the index after the closing bell on the effective date that 

Standard and Poor‘s specifies in the announcement.  The closing price of 

the Penny Stock Castaway on the effective date is the price that is used to 

track the performance of the Penny Stock Castaways strategy.  This 

closing price is used because a fixed data point is needed in order to 

publish a track record like the Penny Stock Castaways track record in 

Chapter 10: Track Records and Statistics.  There is another reason why 

this closing price is used for the Penny Stock Castaways strategy.  In many 

instances, the stock will open at a higher price on the day after the effective 

date.  Sometimes the stock price will open as much as 4% or 5% higher.  

     There are three main strategies that can be used to buy the Penny 

Stock Castaways.  The first strategy is to buy the stock just before the 

closing bell on the effective date.  You want to buy the stock at a price that 

is close to the closing price on that day.  Remember, the closing price of 

the stock on the effective date is the price that is used to track the Penny 
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Stock Castaways strategy.  It is also the price that will be used to set the 

target price for selling the stock and making a profit. 

     When you are buying the stock just before the closing bell, be aware of 

the spread between the bid price and the ask price.  If the spread is too 

large, then consider either skipping this trade, or using the second or third 

strategy for buying the stock.  

     For example, let‘s say that a minute before the closing bell the ask price 

is $1.50 and the bid price is $1.25.  If you buy the stock at this time, your 

buy order will be filled at $1.50.  Then, at 4:00 PM ET and maybe even at 

4:01 PM ET, a fund manager will sell his shares of the stock and they will 

be sold at $1.25.  If this is the last sale of the day then the closing price of 

the stock will be $1.25.  This closing price will then be used to calculate the 

sell target price as well as track the performance of the Penny Stock 

Castaway, so you would not want to buy the stock at $1.50 when the target 

price will be set based on a closing price of $1.25.  In most instances, the 

spread between the bid and ask price will be more normal, such as an ask 

price of $1.50 and a bid price of $1.48.       

     The second strategy that can be used to buy a Penny Stock Castaway 

is to buy the stock in the after hours market on the effective date.  The 
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advantage of this buying strategy is that you will know the closing price of 

the stock on the effective date.  Place a limit order in the after hours market 

at a price that is at or near the closing price of the stock.  A market order 

should not be used to buy a stock in the after hours market because the 

after hours market is volatile.  Many brokers will not allow a market order to 

be used in after hours trading.   

     There are several things to consider when using this strategy to buy a 

Penny Stock Castaway.  Not all stocks are available for trading in the after 

hours market and not all brokers provide access to the after hours market.  

Also, there is no guarantee that your order will be filled. 

     The third strategy that can be used to buy a Penny Stock Castaway is to 

buy the stock on the day after the effective date, or sometime after that first 

day.  Perhaps even a couple of days after the effective date, or even a 

week or so after the effective date.  The advantage of this strategy is that 

you will know the closing price of the stock on the effective date.  You can 

try to buy the stock at or near that price.  

     The disadvantage of this strategy is that in many instances the stock 

price will open higher on the day after the effective date.  Wait until the 

stock opens for trading and try to buy the stock at a price that is at or near 
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the previous day‘s closing price.  You can also wait a few days and you 

may be able to buy the stock at a lower price.   

     The Penny Stock Castaways strategy is designed to make a 5% profit or 

a 10% profit on a trade, as you will learn in section 3. Selling the Penny 

Stock Castaways.  If you are going to use this third strategy to buy the 

Penny Stock Castaway, either on the first day after the effective date or 

sometime after that day, and the stock price reaches its 5% target price or 

its 10% target price before you have been able to buy the stock, then do 

not buy the stock.  You have missed this trade.  As soon as the stock 

reaches its 5% target price, it is considered a 5% winner and it is no longer 

tracked for its 5% target price for the Castaways track record.  The stock 

price may drop from this point and may never reach the 5% target price 

again.  The same is true for the 10% target price.  As soon as the stock 

reaches its 10% target price, it is considered a 10% winner and it is no 

longer tracked for the Castaways track record.  The stock price may drop 

from this point and may never reach the 10% target price again. 

     There is one more factor to consider if you are going to use this third 

strategy to buy the Penny Stock Castaways, either on the first day after the 

effective date or sometime after that day.  If the stock price has fallen 10% 
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or 20% below the closing price on the day it was removed from the index, 

before you have purchased the stock, then do not buy the stock.  This 

stock is a loser.  The Penny Stock Castaways strategy is designed to use a 

10% stop loss or a 20% stop loss, as you will learn in section 3. Selling the 

Penny Stock Castaways.  As soon as the stock reaches its 10% stop loss 

price, it is considered a 5% target price loser and it is no longer tracked for 

its 5% target price for the Castaways track record.  The same is true for the 

10% target price.  As soon as the stock reaches its 20% stop loss price, it 

is considered a 10% target price loser and it is no longer tracked for its 

10% target price for the Castaways track record. 

 

2. Additional Notes for Buying the Penny Stock Castaways 

 

     Regardless of which strategy you use to buy the Penny Stock 

Castaways, there are several situations that you will need to be aware of.  

Occasionally, Standard and Poor‘s will change the date that an announced 

change will be made.  They will announce this on their web site in the same 

news area where they post their announcements.  If you are following the 

Penny Stock Castaway guidelines and you are checking Standard and 

Poor‘s web site on a daily basis as described in this e-book, then you will 
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see these date change notices.  If Standard and Poor‘s changes a date 

when a Penny Stock Castaway will be removed from an index, then use the 

new effective date as the date to buy the Penny Stock Castaway.  

Sometimes these date changes are announced during the day.  You should 

check for any date change before buying a Penny Stock Castaway to make 

sure the effective date was not changed.  

     Another situation to look for is a company that may be facing an 

impending bankruptcy.  As you have learned in the previous chapters, 

when a stock is removed from an S&P index because it has filed for 

bankruptcy, it is not a Penny Stock Castaway.  There have been a few 

occasions when a stock was removed from an S&P index for a reason that 

qualifies it as a Penny Stock Castaway, but the news stories about the 

company suggested that the company would be filing for bankruptcy soon.  

If this occurs, avoid the stock.  It will not be a Penny Stock Castaway.  

When you find a Penny Stock Castaway, read the news stories about the 

company and make sure the company is not expected to file for bankruptcy 

in the near future.  When a company files for bankruptcy, the common 

stock usually becomes worthless.  
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     Another situation to be aware of is that sometimes a Penny Stock 

Castaway ends up getting delisted from the NYSE or the NASDAQ after it 

is already a Penny Stock Castaway.  As you have learned in the previous 

chapters, when a stock is removed from an S&P index because it has been 

delisted, it is not a Penny Stock Castaway.  This situation described here is 

a little bit different.  There have been a few occasions when a stock was 

removed from an S&P index for a reason that qualifies it as a Penny Stock 

Castaway.  The stock was removed from the index as scheduled and it was 

traded as a Penny Stock Castaway.  Then, a short time after it had already 

been removed from the index; the stock was delisted from the NYSE or the 

NASDAQ and began trading on the OTC Pink Sheets.  These stocks then 

proceeded to hit their 5% and 10% target prices, trading as pink sheets.  If 

you have purchased a Penny Stock Castaway and this situation arises, you 

have two choices.  You could sell the stock and exit the trade before the 

stock trades as an OTC Pink Sheet, or you could continue to hold the stock 

and wait for it to hit its 5% target price or its 10% target price as an OTC 

Pink Sheet stock.  If you decide to hold the stock, make sure that your 

broker allows you to trade OTC Pink Sheet stocks. 
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3. Selling the Penny Stock Castaways 

 

     The Penny Stock Castaways strategy is designed to make a 5% profit or 

a 10% profit on each trade.  The choice is yours.  Look through the detailed 

track records and the trading statistics in Chapter 10: Track Records and 

Statistics.  You will see the percentage of winners for the 5% profit target 

and the 10% profit target.  Also, you will notice that the 5% profit target has 

more one day winners than the 10% profit target.  If you want to be more 

conservative, then consider using the 5% profit target.  If you want to make 

larger gains, then consider using the 10% profit target. 

     Stop losses are also used when trading the Castaway stocks.  By using 

stop losses, you will protect yourself from catastrophic losses, and you will 

know your profit potential and your risk potential before you enter a trade.  

A stop loss of 10% is used for the 5% profit target and a stop loss of 20% is 

used for the 10% profit target.  

     As mentioned earlier in this chapter, the closing price of the stock on the 

effective date is the price that is used to track the performance of the 

Penny Stock Castaways strategy.  It is also the price that will be used to set 

the target price and the stop loss price for selling the stock.  The 5% target 

price is set at 5% above the closing price of the stock on the effective date 
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and the 10% stop loss price is set at 10% below the closing price of the 

stock on the effective date.  The 10% target price is set at 10% above the 

closing price of the stock on the effective date and the 20% stop loss price 

is set at 20% below the closing price of the stock on the effective date.  

Keep in mind that the 5% target price, the 10% stop loss price, the 10% 

target price, and the 20% stop loss price are not set based on the price that 

you paid for the stock.  The target prices and stop losses are set based on 

the closing price of the stock on the effective date.  The price that you paid 

for the stock may be higher or lower than the closing price of the stock on 

the effective date.   

     After you have purchased a Penny Stock Castaway using one of the 

three main strategies described in section 1. Buying the Penny Stock 

Castaways, you then calculate the target price that you will sell the stock 

at.  If you decide that you will try to make a 5% profit on the trade, take the 

closing price of the stock on the effective date and multiply that price by 5% 

(0.05).  That will give you the profit amount.  Take that profit amount and 

add it to the closing price of the stock on the effective date.  That will give 

you the 5% target price for selling the stock.  That target price will be the 

5% target price that will be used to track the performance of the Penny 
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Stock Castaways.  You then place a limit order to sell your stock at that 

target price.    

     For example, let's say that First Example Inc., ticker symbol FEI, is 

removed from an S&P index.  On the effective date, the closing price of the 

stock is $2.00.  Take that $2.00 price and multiply it by 0.05 and you get a 

profit of ten cents, $0.10.  Take that profit of $0.10 and add it to the closing 

price of the stock on the effective date, $2.00, and you get a target price of 

$2.10.  That target price of $2.10 will be the 5% target price that will be 

used to track the performance of the Penny Stock Castaways.  You then 

place a sell limit order to sell your shares of FEI at a price of $2.10.  When 

the stock reaches $2.10, your shares will be sold and you will make your 

5% profit.     

     You must also calculate the stop loss price for the 5% profit target.  

Take the closing price of the stock on the effective date and multiply that 

price by 10% (0.10).  That will give you the loss amount.  Take that loss 

amount and subtract it from the closing price of the stock on the effective 

date.  That will give you the 5% target price stop loss.  That stop loss price 

will be the 5% target price stop loss that will be used to track the 
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performance of the Penny Stock Castaways.  You then place a stop loss 

order to sell your stock if the stock price reaches that stop loss price. 

     To illustrate this, we will continue with our example, First Example Inc., 

ticker symbol FEI.  The closing price of the stock on the effective date is 

$2.00.  Take that $2.00 price and multiply it by 0.10 and you get a value of 

twenty cents, $0.20.  Take that value of $0.20 and subtract it from the 

closing price of the stock on the effective date, $2.00, and you get a stop 

loss price of $1.80.  That stop loss price of $1.80 will be the 5% target price 

stop loss that will be used to track the performance of the Penny Stock 

Castaways.  You then place a stop loss order to sell your shares of FEI if 

the price reaches $1.80.  If the stock reaches $1.80, your shares will be 

sold and you will have a loss of 10%.  

     If you decide that you will try to make a 10% profit on the trade, take the 

closing price of the stock on the effective date and multiply that price by 

10% (0.10).  That will give you the profit amount.  Take that profit amount 

and add it to the closing price of the stock on the effective date.  That will 

give you the 10% target price for selling the stock.  That target price will be 

the 10% target price that will be used to track the performance of the Penny 
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Stock Castaways.  You then place a limit order to sell your stock at that 

target price.      

     For example, let's say that Second Example Inc., ticker symbol SEI, is 

removed from an S&P index.  On the effective date, the closing price of the 

stock is $1.50.  Take that $1.50 price and multiply it by 0.10 and you get a 

profit of fifteen cents, $0.15.  Take that profit of $0.15 and add it to the 

closing price of the stock on the effective date, $1.50, and you get a target 

price of $1.65.  That target price of $1.65 will be the 10% target price that 

will be used to track the performance of the Penny Stock Castaways.  You 

then place a sell limit order to sell your shares of SEI at a price of $1.65.  

When the stock reaches $1.65, your shares will be sold and you will make 

your 10% profit. 

     You must also calculate the stop loss price for the 10% profit target.  

Take the closing price of the stock on the effective date and multiply that 

price by 20% (0.20).  That will give you the loss amount.  Take that loss 

amount and subtract it from the closing price of the stock on the effective 

date.  That will give you the 10% target price stop loss.  That stop loss price 

will be the 10% target price stop loss that will be used to track the 
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performance of the Penny Stock Castaways.  You then place a stop loss 

order to sell your stock if the stock price reaches that stop loss price. 

     To illustrate this, we will continue with our example, Second Example 

Inc., ticker symbol SEI.  The closing price of the stock on the effective date 

is $1.50.  Take that $1.50 price and multiply it by 0.20 and you get a value 

of thirty cents, $0.30.  Take that value of $0.30 and subtract it from the 

closing price of the stock on the effective date, $1.50, and you get a stop 

loss price of $1.20.  That stop loss price of $1.20 will be the 10% target 

price stop loss that will be used to track the performance of the Penny 

Stock Castaways.  You then place a stop loss order to sell your shares of 

SEI if the price reaches $1.20.  If the stock reaches $1.20, your shares will 

be sold and you will have a loss of 20%.  

     There are a few additional strategies that you can use to sell the stock 

after you have purchased a Penny Stock Castaway.  You could decide to 

try to make a profit somewhere between 5% and 10%.  Perhaps you want 

to try to make a profit of 6% or 7%.  Follow the two examples above to set 

your target price and stop loss price, and then place your limit order to sell 

your stock at that target price.  However, keep in mind that we are only 
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tracking the 5% target price and the 10% target price as part of the 

performance of the Penny Stock Castaways strategy.   

     Another strategy that you can use to sell the Penny Stock Castaways is 

to use a more conservative approach.  You could try to make a profit of 2% 

or 3% on each trade, rather than a 5% or 10% profit.  Follow the two 

examples above to set your target price and stop loss price, and then place 

your limit order to sell your stock at that target price.  However, keep in 

mind that we are only tracking the 5% target price and the 10% target price 

as part of the performance of the Penny Stock Castaways strategy. 

     Another selling strategy that you can use is to not place a sell limit order 

after you have purchased the stock, just place the stop loss order.  Then, 

watch the stock to see if the price gets to the 5% target price or just above 

the 5% target price.  Then, move the stop loss order just below the current 

stock price in order to lock in that gain.  If the stock price comes down and 

reaches the stop loss order, your order will be executed and the stock will 

be sold with your profit intact.  On the other hand, if the stock continues to 

move higher, then you can move your stop loss higher as well and lock in 

more of a profit.  Using this method to sell the stock would require more 

monitoring of the stock.  If you are unable to watch the stock that closely, 
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then use the sell limit order and the stop loss order to sell the stock as 

described in the examples above.  

 

4. Setting a Sell Limit Order and a Stop Loss Order 

 

     In section 3. Selling the Penny Stock Castaways, you have learned 

that you will use a sell limit order and a stop loss order for each trade.  

There are a few ways that you can accomplish this.  Some brokers allow 

you to place two orders on one stock.  These are called OCO orders.  OCO 

stands for One-Cancels-The-Other.  With an OCO order, you can place a 

sell limit order to sell your shares of stock at the 10% target price and you 

can place a stop loss order to sell your shares of stock at the 20% stop loss 

price.  If the sell limit order is executed, then the stop loss order is 

automatically canceled.  If the stop loss order is executed, then the sell limit 

order is automatically canceled. 

     Some brokers offer similar types of orders known as conditional orders 

or bracketed orders.  Check with your broker to see if they allow OCO 

orders, conditional orders, or bracketed orders.  

     You can also use a mental sell limit order or a mental stop loss order.  

For example, after you have purchased a Penny Stock Castaway stock, 
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you will have calculated the 10% target price and the 20% stop loss price.  

You can place a sell limit order to sell your shares of stock at the 10% 

target price.  You would not place a physical order for the 20% stop loss.  

Watch the stock and if the stock price reaches the 20% stop loss price, you 

cancel the sell limit order and then sell the stock and take the loss.       

     You can also do this in reverse.  You can place a stop loss order to sell 

your shares of stock if the stock price reaches the 20% stop loss price.  

You would not place a physical sell limit order for the 10% target price.  

Watch the stock and if the stock price reaches the 10% target price, you 

cancel the stop loss order and then sell the stock and take your profit.         

 

5. Time Frame 

 

     Each Penny Stock Castaway has 60 business days to reach its 5% 

target price and its 10% target price.  For the purposes of the Castaways 

strategy, a business day is a day when the stock market is open for 

business and stocks are traded.  The stock market is closed on weekends 

and on some holidays, so they are not business days and they are not 

counted.  If a Penny Stock Castaway does not reach its 5% target price or 

its stop loss price in 60 business days, then it is considered a 5% target 
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price loser and the stock should be sold.  If a Penny Stock Castaway does 

not reach its 10% target price or its stop loss price in 60 business days, 

then it is considered a 10% target price loser and the stock should be sold. 
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Chapter 7:   Annual Castaways 
 

     The articles that we referenced in Chapter 3 were written about the S&P 

indexes.  We decided to use the Castaways strategy with another index 

where the changes are announced in advance, the NASDAQ-100 Index.     

     Once a year, there is an opportunity to make a profit on some Annual 

Castaways by applying the Castaways strategy to the NASDAQ-100 Index. 

The NASDAQ-100 Index is re-ranked once a year by the Nasdaq Stock 

Market.   

     The index is re-ranked in December.  The changes to the index are 

timed to coincide with the options expiration Friday in the month of 

December.  The Nasdaq Stock Market issues a press release detailing the 

changes to the NASDAQ-100 Index.  When the index is re-ranked, some 

stocks will be removed from the index.  Fund managers who track the 

NASDAQ-100 Index will then sell their shares of these stocks.  These are 

the Annual Castaway stocks that you are looking for. 

     These Annual Castaways are not necessarily penny stocks.  There are 

many that will be below $5.00 per share.  There are also many that will be 

in the $5.00 - $40.00 price range and some may be priced even higher.  
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You can find the details for these stocks in the track records in Chapter 10: 

Track Records and Statistics.   

     The Nasdaq re-ranks their index based on market capitalization.  The 

stocks that are removed from the index are removed because they are no 

longer among the largest 100 non-financial stocks on the Nasdaq Stock 

Market.  It does not mean that these companies are struggling, although 

some are. 

     In this chapter, you will be taken through the step by step process of 

finding the Annual Castaways, identifying them, and trading them.  There 

are also some example charts at the end of the chapter.   
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Step 1 – Finding the Annual Castaways 

 

     The place to find the announced index change is at the Nasdaq's 

website, www.nasdaq.com.  You will be taken to the home page as shown 

in Example 1 below. 

 

 

 

 

 

 

 

 

http://www.nasdaq.com/
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     On the Nasdaq's home page, look for the menu that is located on the 

left side of the page.  Follow the menu down until you find the section titled 

"NASDAQ Corporate", as shown in Example 2 below.  That section is 

highlighted in yellow on the screenshot.  Under the "NASDAQ Corporate" 

heading, click on the link "NASDAQ Newsroom" as shown in the 

screenshot.  That will take you to the news page as shown in Example 3. 
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     On the "Newsroom" page, the press releases are posted in the center of 

the page under the "Recent News" heading.  The section is highlighted on 

this screenshot.  On this screenshot, you can see a press release 

announcing the annual re-ranking of the NASDAQ-100 Index.  You click on 

the link to read the press release, see Example 4.  You can also scroll back 

through previous press releases by clicking on the "More News" link that is 

highlighted in the lower right corner of this screenshot. 
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     When you click on the link as shown in Example 3, you will see the 

Nasdaq press release as shown here in Example 4.  This is the press 

release that you are looking for each December. 
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     You have now learned how to find the press release detailing the 

annual changes to the NASDAQ-100 Index.  Follow these procedures 

beginning in December to find this press release each year. 

 

Step 2 – Identifying the Annual Castaways 

 

     Once you have found the press release detailing the annual changes to 

the NASDAQ-100 Index, the next step is to identify the Annual Castaways.  

The two key sections you will be looking for in the press release are the 

date when the re-ranking will take place and the stocks that will be 

removed from the index.  The press release shown in Example 4 will be 

used here to identify the Annual Castaways from December 2005. 

     The press release from December 2005 was released on December 9th.  

The first line of the press release states when the re-ranking will take place, 

as shown below in Example 5.  Note that the wording is different from the 

S&P announcements in that the Nasdaq press release states that the 

changes will be effective with the market open on Monday, December 19, 

2005.  The stocks that are to be removed from the index will be removed 

after the market close on the previous business day, just as the S&P 

removals take place after the market close.  In this example, that means 
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the stocks will be removed from the NASDAQ-100 Index after the market 

close on Friday, December 16th, 2005.  Since the re-ranking of the 

NASDAQ-100 Index is timed to coincide with the options expiration Friday 

in December, the press release will usually be worded this way and the day 

the stocks are removed from the index will usually be a Friday. 

 

Example 5: 

NASDAQ Announces the Annual Re-ranking of the NASDAQ-100 Index  

New York, December 9, 2005 — The Nasdaq Stock Market, Inc. (NASDAQ®; 
NASDAQ: NDAQ) announced today the annual re-ranking of the NASDAQ-100 Index®, 
effective with the market open on Monday, December 19, 2005.  

 

 

     The next section of the press release that you want to find is the section 

that states which stocks will be removed from the index.  This section is 

usually further down in the press release and it will usually begin by stating: 

"As a result of the re-ranking of the NASDAQ-100 Index, the following 

companies will be removed".  Example 6 shows this section in the press 

release from December 2005.  There were 12 stocks removed from the 

NASDAQ-100 Index in December 2005.  These are the Annual Castaways 
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that you are looking for.  The details for the Annual Castaways shown in 

Example 6 can be found in Chapter 10: Track Records and Statistics. 

 

Example 6: 

As a result of the re-ranking of the NASDAQ-100 Index, the following 12 companies will 
be removed: Career Education Corporation (NASDAQ: CECO) Dollar Tree Stores, Inc. 
(NASDAQ: DLTR), Intersil Corporation (NASDAQ: ISIL), Invitrogen Corporation 
(NASDAQ: IVGN), Level 3 Communications, Inc. (NASDAQ: LVLT), Millennium 
Pharmaceuticals, Inc. (NASDAQ: MLNM), Molex Incorporated (NASDAQ: MOLX), 
Novellus Systems Inc. (NASDAQ: NVLS), QLogic Corporation (NASDAQ: QLGC), 
Sanmina-SCI Corporation (NASDAQ: SANM), Synopsys, Inc. (NASDAQ: SNPS), and 
Smurfit-Stone Container Corporation (NASDAQ: SSCC).  

 

Step 3 – Trading the Annual Castaways 

 

     Now it is time to learn how to trade the Annual Castaways.  The way to 

trade the Annual Castaways is to use the same procedures and strategies 

that are used for trading the Penny Stock Castaways.  Follow all of the 

guidelines in Chapter 6: Trading The Castaways to buy and sell the 

Annual Castaways.  You will try to make a 5% profit or a 10% profit with the 

Annual Castaways, just as you do with the Penny Stock Castaways.  The 

detailed track records for the Annual Castaways are included in Chapter 

10: Track Records and Statistics. 
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     There are two additional items to keep in mind when trading the Annual 

Castaways.  First, the date the stocks will be removed is worded differently 

in the Nasdaq announcements, as described earlier in this chapter.  Make 

sure you correctly identify the date the stocks will be removed so you can 

apply that to the strategies described in Chapter 6 for buying the Castaway 

stocks.  Second, there may be occasions when a company that is removed 

from the NASDAQ-100 Index has agreed to be acquired by another 

company and this agreement has occurred prior to the announcement from 

Nasdaq that the company will be removed from the index.  When this 

occurs, avoid that stock.  It will not be an Annual Castaway.  When a 

company is going to be acquired by another company, its stock price will 

generally trade in a range near the price that it will receive for the 

acquisition.  It will not achieve the 5% profit or the 10% profit that you will 

be looking for with the Annual Castaways.  Check the news on all of the 

stocks that will be removed from the NASDAQ-100 Index to see if any of 

these companies have agreed to be acquired by another company. 
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Step 4 – Annual Castaway Examples 

 

     Let‘s take a look at some of the stock charts of these Annual Castaways 

to illustrate the strategy.  The examples include stocks from 2000 through 

2005.  At the top of each stock chart is the ticker symbol of the stock and 

the date that the stock was removed from the NASDAQ-100 Index.  The 

arrow on the stock chart is pointing to that day.  The stock was removed 

after the market closed on that day.  You can see how the stock performed 

after that day.  The details about each of the Annual Castaways shown in 

these examples can be found in Chapter 10: Track Records and 

Statistics. 

 

2005 

SANM   12/16/05                                     SSCC   12/16/05  
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2004 

RYAAY   12/17/04                                    CPWR   12/17/04  

                   

 

  

 

2003       

           MNST   12/19/03                                        RFMD   12/19/03  
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2002 

            ADRX   12/20/02                                        PDLI   12/20/02 

                   

 

  

 

2001 

               NOVL   12/21/01                                    RNWK   12/21/01 
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2000 

             APCC   12/15/00                                     MLHR   12/15/00 
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Chapter 8:   Review and Additional Comments 
 

     The Penny Stock Castaways strategy has produced an excellent track 

record over the years.  It has proven to be a profitable stock trading 

strategy.  Remember, patience is important.  The castaway stocks will 

come.  You will not need to trade the Penny Stock Castaways every day or 

every week.  When you look through the track records and statistics in 

Chapter 10: Track Records and Statistics, you will see what the Penny 

Stock Castaways strategy has done over the past 7 years.  Now, imagine 

what the Penny Stock Castaways strategy may do for you over the next 10 

years! 

     The Penny Stock Castaways strategy concentrates on Standard and 

Poor‘s three main U.S. indexes; the S&P 500 Index, the S&P MidCap 400 

Index, and the S&P SmallCap 600 Index.  If needed, Standard and Poor‘s 

will make changes to one of these indexes and remove stocks from the 

index.  These are the stocks that you are looking for.  The Penny Stock 

Castaways strategy is designed to profit from the stocks that are removed 

from Standard & Poor's three main U.S. indexes.  
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     Any stocks that are removed from the S&P 500 Index, the S&P MidCap 

400 Index, or the S&P SmallCap 600 Index for reasons other than mergers, 

acquisitions, spin-offs, corporate restructurings, bankruptcies, or delistings, 

represent opportunities to make money with the Penny Stock Castaways 

strategy. 

     Each evening, go to Standard & Poor's web site to look for the Penny 

Stock Castaways.  Follow the procedures detailed in Chapter 4: Finding 

The Castaways to find and identify the Penny Stock Castaways. 

     When you find the Penny Stock Castaways, you have several ways to 

trade them.  There are several strategies that you can use to buy the 

stocks.  These strategies are detailed in Chapter 6: Trading The 

Castaways.  Regardless of which strategies that you use to buy the Penny 

Stock Castaways, there are several situations that you will need to be 

aware of.  These situations are also detailed in Chapter 6: Trading The 

Castaways. 

     After you buy a Penny Stock Castaway, you decide if you will try to 

make a 5% profit or a 10% profit on the trade.  Stop losses are also used 

on each trade.  By using stop losses, you will protect yourself from 

catastrophic losses, and you will know your profit potential and your risk 
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potential before you enter a trade.  Each Penny Stock Castaway has 60 

business days to reach their targets.  There are several strategies that you 

can use to sell the Penny Stock Castaways.  These strategies are detailed 

in Chapter 6: Trading The Castaways.   

     Not every trade will be a winner.  Do not be overly concerned if you 

have a losing trade.  The track records and statistics in Chapter 10: Track 

Records and Statistics show that the winners far outnumber the losers, 

so you should focus on how the strategy will perform over the long term 

and not on one trade. 

     In the future, new phrases may be used by Standard and Poor's when 

they describe removals from their indexes.  This is referenced in Chapter 

4: Finding The Castaways and in Chapter 5: Test Your Skills.  In 2006, 

a stock was removed from the S&P 500 Index because the stock "had a 

market capitalization of approximately $1.04 billion, whereas the minimum 

market cap necessary to be added to the index currently stands at $4 

billion."  This phrase appears to be another way of saying "due to low 

market capitalization" or "because it ranks 500th in the S&P 500 Index".  

This stock is a Penny Stock Castaway because it was removed from an 

index for a reason other than merger, acquisition, spin-off, corporate 
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restructuring, bankruptcy, or delisting.  As you use the Penny Stock 

Castaways strategy, watch for any new phrases that Standard and Poor's 

may use in the coming years to describe the removals from their indexes.  

     Once a year, you will have an opportunity to make profits with the 

Annual Castaways.  Begin to look for the Annual Castaways in December.  

Follow the guidelines in Chapter 7: Annual Castaways to find, identify, 

and trade the Annual Castaways. 

     Remember, stock trading involves risk.  Only risk capital should be used 

for trading stocks.  It is a good idea to begin by trading on paper when you 

are learning a new stock trading strategy.  Everyone's financial situation, 

risk tolerance, and schedule are different.  By trading on paper, you can 

decide which of the buying and selling strategies will best suit your needs.    

     Web sites and screenshots that are referenced in this e-book were up to 

date at the time of publication. 

     The detailed track records for the Penny Stock Castaways and the 

Annual Castaways are located in Chapter 10: Track Records and 

Statistics.  Also included in Chapter 10: Track Records and Statistics 

are statistics on the number of Castaway stocks that hit their target price in 

one day and within ten days. 
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Chapter 10:   Track Records and Statistics 
 

     This chapter contains the overall track records and the detailed track 

records for the Penny Stock Castaways and the Annual Castaways.  Also 

included are additional statistics about the number of target prices that are 

hit on the first day, as well as the number of target prices that are hit within 

ten days.  These statistics, along with the overall track records and the 

detailed track records, may help you decide which buy and sell strategies 

that you may want to use for trading the Penny Stock Castaways and the 

Annual Castaways. 

     The overall track record for the Penny Stock Castaways is shown first, 

along with the additional statistics in sections 1, 2, 3, and 4.  Following this, 

you will find the overall track record for the Annual Castaways, along with 

the additional statistics in sections 5, 6, 7, and 8.  The detailed track 

records are then listed for the Penny Stock Castaways in section 9, and 

then the Annual Castaways in section 10.   
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1. Overall Track Record - Penny Stock Castaways 

 

     The tables shown below contain the overall track record for the Penny 

Stock Castaways.  One table shows the results when a 5% target price was 

used for each trade.  The other table shows the results when a 10% target 

price was used for each trade.  These are the results when a stop loss of 

10% was used for the 5% target price and a stop loss of 20% was used for 

the 10% target price.  You will find the details about all of these stocks in 

the detailed track records for the Penny Stock Castaways. 

 

              5% Target Price                                    10% Target Price 
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2. Profit Calculations - Penny Stock Castaways 

 

     The tables shown below contain the profit calculations for the Penny 

Stock Castaways.  One table shows the results when a 5% target price was 

used for each trade.  The other table shows the results when a 10% target 

price was used for each trade.  The profits for the 5% target price are 

calculated using a 5% gain for each of the winners, and a 10% loss for 

each of the losers.   The profits for the 10% target price are calculated 

using a 10% gain for each of the winners, and a 20% loss for each of the 

losers.  Commissions are not included in the calculations.    

 

               5% Target Price                                    10% Target Price 

           

 

3. One Day Winners - Penny Stock Castaways 

 

     These statistics show the percentage of Penny Stock Castaway winners 

that hit their target price on the first business day.  The first business day 

refers to the first business day following the effective date.  Remember, the 
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5% and the 10% target prices are calculated from the closing price of the 

stock on the effective date.  These statistics are cumulative from 2000 

through 2008.  Some years may be above or below these percentages. 

     Using the 5% target price, there were 222 total winners from 2000 

through 2008, as shown in the tables above.  Of these 222 total winners, 

178 hit the 5% target price on the first business day.  That is 80%.  You will 

find the details about all of these stocks in the detailed track records for the 

Penny Stock Castaways. 

     Using the 10% target price, there were 212 total winners from 2000 

through 2008, as shown in the tables above.  Of these 212 total winners, 

111 hit the 10% target price on the first business day.  That is 52%.  You 

will find the details about all of these stocks in the detailed track records for 

the Penny Stock Castaways. 

 

4. Ten Business Days - Penny Stock Castaways 

 

     These statistics show the percentage of Penny Stock Castaway winners 

that hit their target price in ten business days or less.  These statistics are 

cumulative from 2000 through 2008.  Some years may be above or below 

these percentages. 
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     Using the 5% target price, there were 222 total winners from 2000 

through 2008, as shown in the tables above.  Of these 222 total winners, 

219 hit the 5% target price in ten business days or less.  That is 99%.  You 

will find the details about all of these stocks in the detailed track records for 

the Penny Stock Castaways. 

     Using the 10% target price, there were 212 total winners from 2000 

through 2008, as shown in the tables above.  Of these 212 total winners, 

188 hit the 10% target price in ten business days or less.  That is 89%.  

You will find the details about all of these stocks in the detailed track 

records for the Penny Stock Castaways. 

 

5. Overall Track Record - Annual Castaways 

 

     The tables shown below contain the overall track record for the Annual 

Castaways.  One table shows the results when a 5% target price was used 

for each trade.  The other table shows the results when a 10% target price 

was used for each trade.  These are the results when a stop loss of 10% 

was used for the 5% target price and a stop loss of 20% was used for the 

10% target price.  You will find the details about all of these stocks in the 

detailed track records for the Annual Castaways. 
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5% Target Price                                  10% Target Price 

 

 

6. Profit Calculations - Annual Castaways 

 

     The tables shown below contain the profit calculations for the Annual 

Castaways.  One table shows the results when a 5% target price was used 

for each trade.  The other table shows the results when a 10% target price 

was used for each trade.  The profits for the 5% target price are calculated 

using a 5% gain for each of the winners, and a 10% loss for each of the 

losers.   The profits for the 10% target price are calculated using a 10% 

gain for each of the winners, and a 20% loss for each of the losers.  

Commissions are not included in the calculations.    
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               5% Target Price                                    10% Target Price 

      

 

7. One Day Winners - Annual Castaways 

 

     These statistics show the percentage of Annual Castaway winners that 

hit their target price on the first business day.  The first business day refers 

to the first business day following the removal of the stock from the Nasdaq 

index.  Remember, the 5% and the 10% target prices are calculated from 

the closing price of the stock on the day it is removed from the Nasdaq 

index.  These statistics are cumulative from 2000 through 2008.  Some 

years may be above or below these percentages. 

     Using the 5% target price, there were 70 total winners from 2000 

through 2008, as shown in the tables above.  Of these 70 total winners, 22 

hit the 5% target price on the first business day.  That is 31%.  You will find 

the details about all of these stocks in the detailed track records for the 

Annual Castaways. 
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     Using the 10% target price, there were 74 total winners from 2000 

through 2008, as shown in the tables above.  Of these 74 total winners, 8 

hit the 10% target price on the first business day.  That is 11%.  You will 

find the details about all of these stocks in the detailed track records for the 

Annual Castaways. 

 

8. Ten Business Days - Annual Stock Castaways 

 

     These statistics show the percentage of Annual Castaway winners that 

hit their target price in ten business days or less.  These statistics are 

cumulative from 2000 through 2008.  Some years may be above or below 

these percentages. 

     Using the 5% target price, there were 70 total winners from 2000 

through 2008, as shown in the tables above.  Of these 70 total winners, 56 

hit the 5% target price in ten business days or less.  That is 80%.  You will 

find the details about all of these stocks in the detailed track records for the 

Annual Castaways. 

     Using the 10% target price, there were 74 total winners from 2000 

through 2008, as shown in the tables above.  Of these 74 total winners, 47 

hit the 10% target price in ten business days or less.  That is 64%.  You will 
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find the details about all of these stocks in the detailed track records for the 

Annual Stock Castaways. 

 

9. Detailed Track Records - Penny Stock Castaways 

 

     The next several pages contain the detailed track records for the Penny 

Stock Castaways.  The track records are from 2000 through 2008.  The 

keys to reading the columns of the tables are as follows:   

 

TICKER SYMBOL - the stock's ticker symbol.  
 
DATE REMOVED - the date the stock was removed from an S&P index.  
 
CLOSING PRICE - the stock's closing price on the effective date. 
 
5% TARGET and 10% TARGET – the stock's target price, either 5% or 10%.  The 5% 
target price is set at 5% above the CLOSING PRICE.  The 10% target price is set at 10% 
above the CLOSING PRICE.  The data for the 5% target price and the 10% target price is 
detailed separately.  The data for the 5% target price is in the middle section of the table 
with a green background for the headings and green text for the data.  The data for the 
10% target price is in the right hand section of the table with a light blue background for 
the headings and blue text for the data. 
 
STOP - the stock's stop loss price.  The stop loss for the 5% target price is set at 10% 
below the CLOSING PRICE.  The stop loss for the 10% target price is set at 20% below 
the CLOSING PRICE.   
 
HIGH - the high price of the stock on the day it reaches the target price.  If the stock 
price hits the stop loss price before it reaches the target price, then the letters "SO" are 
posted in the HIGH column.  "SO" means "Stopped Out".  If the stock price does not 
reach the target price or the stop loss price within 60 business days following its 
removal from the S&P index, then the letters "CO" are posted in the HIGH column.  "CO" 
means "Closed Out".   
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DATE - the date the high price was reached, or the date the stock was stopped out 
(SO), or the date the stock was closed out (CO). 
 
HIT - shows whether the target was hit or not.  Y or N. 
 
DAYS - the number of business days it took for the stock to reach the target price, or the 
stop loss price, or to be closed out.  Counted from the effective date, not counting the 
effective date. 
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2000 Track Record - Penny Stock Castaways – Page 1 of 2 
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2000 Track Record - Penny Stock Castaways - Page 2 of 2 
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2001 Track Record - Penny Stock Castaways – Page 1 of 2 
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2001 Track Record - Penny Stock Castaways – Page 2 of 2 
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2002 Track Record - Penny Stock Castaways – Page 1 of 2 
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2002 Track Record - Penny Stock Castaways – Page 2 of 2 
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2003 Track Record - Penny Stock Castaways 
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2004 Track Record - Penny Stock Castaways 
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2005 Track Record - Penny Stock Castaways 
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2006 Track Record - Penny Stock Castaways 
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2007 Track Record - Penny Stock Castaways 
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2008 Track Record - Penny Stock Castaways – Page 1 of 2 
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2008 Track Record - Penny Stock Castaways – Page 2 of 2 
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10. Detailed Track Records - Annual Castaways 

 

     The next several pages contain the detailed track records for the Annual 

Castaways.  The track records are from 2000 through 2008.  The keys to 

reading the columns of the tables are as follows:   

 

TICKER SYMBOL - the stock's ticker symbol.  
 
DATE REMOVED - the date the stock was removed from the Nasdaq index.  
 
CLOSING PRICE - the stock's closing price on the day that it is removed from the 
Nasdaq index. 
 
5% TARGET and 10% TARGET – the stock's target price, either 5% or 10%.  The 5% 
target price is set at 5% above the CLOSING PRICE.  The 10% target price is set at 10% 
above the CLOSING PRICE.  The data for the 5% target price and the 10% target price is 
detailed separately.  The data for the 5% target price is in the middle section of the table 
with a green background for the headings and green text for the data.  The data for the 
10% target price is in the right hand section of the table with a light blue background for 
the headings and blue text for the data. 
 
STOP - the stock's stop loss price.  The stop loss for the 5% target price is set at 10% 
below the CLOSING PRICE.  The stop loss for the 10% target price is set at 20% below 
the CLOSING PRICE.   
 
HIGH - the high price of the stock on the day it reaches the target price.  If the stock 
price hits the stop loss price before it reaches the target price, then the letters "SO" are 
posted in the HIGH column.  "SO" means "Stopped Out".  If the stock price does not 
reach the target price or the stop loss price within 60 business days following its 
removal from the Nasdaq index, then the letters "CO" are posted in the HIGH column.  
"CO" means "Closed Out".   
 
DATE - the date the high price was reached, or the date the stock was stopped out 
(SO), or the date the stock was closed out (CO). 
 
HIT - shows whether the target was hit or not.  Y or N. 
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DAYS - the number of business days it took for the stock to reach the target price, or the 
stop loss price, or to be closed out.  Counted from the day the stock was removed from 
the Nasdaq index, not counting the removal day.   
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2000 Track Record - Annual Castaways 
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2001 Track Record - Annual Castaways 
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2002 Track Record - Annual Castaways 
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2003 Track Record - Annual Castaways 
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2004 Track Record - Annual Castaways 
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2005 Track Record - Annual Castaways 
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2006 Track Record - Annual Castaways 
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2007 Track Record - Annual Castaways 
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2008 Track Record - Annual Castaways 
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Recommended Resources: 
 
The Trading Pro System - This course contains over 24 hours of teaching by Dave, in 
which he covers the options strategies and other techniques that he uses in the daily 
reviews on this site. These are the techniques that really make money from the market! 
 

Daily Market Advantage - The daily market reviews are very helpful to make sure you're on the 

right track and making the best trades each day. When you sign up using this exclusive bonus offer, you 
will receive a 30 day trial of the Daily Market Advantage for only $9.95!  

 

 

 

 

http://www.tradingprosystem.com/
http://www.dailymarketadvantage.com/special/
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