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THE OFFICIAL 10-MINUTE MONEY
MAKING E-BOOK ON

TRADING PENNY
STOCKS

 

This e-book will cover a full-spectrum of how to spot lucrative
trade situations, investment strategies and information on making
money in the rewarding small cap penny stock market.

This material is the culmination of countless books and articles
- but more importantly - a priceless peak into the real life
trading strategies employed by highly successful and wealthy
investors active in today’s markets.
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INTRODUCTION TO
STOCKS

Stocks are the cornerstone of most investment portfolios.

 

When you take your first steps to financial freedom, you need to
have a solid understanding of stocks and how they trade on the
stock market.

 

The demand for stocks coupled by the corresponding money flowing
into stocks is soaring.  You see, nearly anybody can own
stocks and trade them from virtually anywhere…and make an abundance
of money.

 

What at one time was considered an investment tool reserved for
the rich has now turned into the mainstream vehicle for growing
wealth. This demand, coupled with electronic advances in trading
platforms, has opened up the doors to the markets and is making
regular people a windfall of profits.

 

 

In its most basic form, people are, make a significant amount of
money trading certain stocks that you can “buy low” and “sell high”
for hefty profits exceeding 50%… 75%… even over 100%…all within a
matter of days.

 

Stocks can (and do) create massive amounts of wealth, but they
clearly aren't without risks. The only solution to this opportunity
is education. The key to protecting yourself in the stock market is
to do your best to understand what you are doing with your
money.

 

It is for this reason I’ve created this information package: to
provide novice and intermediate traders with the foundation you
could employ to make money in the small cap equity markets,
typically called penny stocks.



This book is based upon my research and experiences as well as
others in the industry.  And, the bottom line is that I’m in
the business of finding great stocks. 



And great stocks have 3 things in common:

(#1) fundamental factors… that
attract buyers

(#2) technical factors… that display
patterns and indications of a stock’s price

(#3) demand… which causes liquidity,
momentum and higher share prices



These factors are what separate good companies from great
companies.



Locating stocks with these “surge factors” is the first
investors’ edge within the marketplace.

 I believe my triple major in Economics…
Marketing (ranked #17 according to U.S. World
News & Report, 2007) and…Entrepreneurship
(ranked #6 according to U.S. World News & Report, 2007) has
enhanced my abilities to identify high growth stocks that are posed
to increase.

 

What Are Stocks?

Stocks are the vehicle people use to invest in companies. To
invest in a company you must buy the company's stock using a
broker. Today, most people purchase stock via the internet using an
online broker as it tends to be more efficient and affordable. By
purchasing shares of stock you essentially take part ownership of
the company, although it may be a very miniscule ownership of the
company you still have a piece of the pie and do have a say at
shareholder meetings.

So, plain and simple, a “stock” is a share in the ownership of a
company. Other names people interchange for the word includes
“shares”, “equity”, and “paper”. Stock is a representation of a
claim on the company's assets and profits. So, if you accumulate
more of a company’s stock, your ownership stake in the company
increases.

 

A stock is represented by a stock certificate that is proof of
your ownership. In today's computer age, you won't truly be able to
see this document because your brokerage electronically holds these
records.

 

Being a shareholder of a public company does not mean you have a
say in the

day-to-day running of the business. Instead, one vote per share
to elect the

board of directors at annual meetings is the extent to which you
have a say in the

company.

 

In reality, individual investors like you and I don't own enough
shares to have a material influence on the company. It's really the
big boys like large institutional investors and billionaire
entrepreneurs who make the decisions.

 

The importance of being a shareholder is that you are entitled
to a portion of the company’s profits and have a claim on assets.
Profits are sometimes paid out in the form of dividends. The more
shares you own, the larger the portion of the profits you get.

 

But many traders make real money by doing one thing: 
buying shares lower and selling them higher.

 

Another extremely important feature of stock is its limited
liability, which means

that, as an owner of a stock, But never invest more than you can
afford to lose.  You are not personally liable if the company
is not able to pay its debts. Owning stock means that, no matter
what, the maximum value you can lose is the value of your
investment. Even if a company of which you are a shareholder goes
bankrupt, you can never lose your personal assets.

 

 

 

Why Does a Company Issue Stock?

 

Why would the founders share the profits with thousands of
people when they could keep profits to themselves?

 

Well, the reason is that most companies borrow money to develop
and commercialize their product, service or technology. 

 

Although companies can borrow funds from many sources, issuing
stock is an advantageous source for the company because it does not
require the company to pay back the money or make interest payments
along the way. All that the shareholders get in return for their
money is the hope that the shares will someday be worth more than
what they paid for them.

 

So, therein lies the phrase “buy low” and “sell high.” 
Like anything that you just bought today and wanted to sell to
someone at a higher price…the idea in making money in the stock
market is similar.

 

Quite simply the concept is to purchase a stock at a low price
and sell it at higher price. 

 

There other ways to profit by doing the opposite which is called
“short selling” however, that practice could be significantly more
dangerous and is only recommended by those highly experienced
traders who understand the legal remedies and risks involved.

 

 

Why Invest in Penny Stocks?

 

Successful traders know that there’s a TON of money
to be made in the penny stock market because the upside
potential is highly explosive.



Simply because penny stock investing offers MASSIVE money making
potential.

 

Think about it.

It is more likely for a stock that is trading at 5 cents to make
a move to 10 cents – and double your money
–than a stock trading at $50.00 and make its way up to
$100.00.

 

In fact, penny stock investing can often see gains of
500% within a matter of days!

On the other hand, stocks that trade on the big boards could
take months - even years - to see that amount of an increase in
share value.

After all, when was the last time
Microsoft jumped 500%??

Let’s face it. With high reward there is typically high risk.
And I try hard to reduce the risk by picking stocks that I believe
have a significant upside, counter-acted by support on the
downside.


	And I have an outstanding record of huge gainers. Just
look                                                                                                                              
              below
and you’ll see some of my winning penny stock
picks!



 

INSERT WINNERS HERE

 

So if you’re interested in the opportunity to pocket the profits
that our pennystocking picks have generated, sign
up and become a member.

 

 

The official SEC definition of a penny stock is a low-priced
(Usually under $5.00/share), speculative security of a very small
company, regardless of market capitalization or whether it trades
on a securitized exchange (like NYSE or NASDAQ) or an "over the
counter" listing service, such as the OTCBB or Pink Sheets. The
terms penny stock, microcap stock, small caps, and nano caps are
sometimes all used interchangeably, however per the SEC definition,
penny stock status is determined by share price, not market
capitalization or listing service. A penny stock is typically
listed for below $5 per share (traditionally one dollar but defined
as five by the SEC).

 

How to Begin Buying and Selling Stocks:

Get Setup and Start Making Money!

Well, by now you’ve learned what a stock is and the lucrative
potential offered by the penny stock arena. 

Now…how do purchase shares of a company with the objective of
selling it at a higher price than you paid for it?

The most common way that people buy and sell stocks is through a
“stock brokerage” or just “brokerage.”  Brokerages basically
are categorized in two ways:  Full Service vs. Discount

1.      Full
Service Brokerages.  Full-service brokerages offer
you with more specialized service that can be of great benefit to
rookie traders.  The objective is that they should be
providing more experienced expert advice and can manage your
account. So, if a little guidance is of use then consider starting
with a full service brokerage since they can often reduce the
learning curve and put guide you in the right direction. 
Naturally, they also charge a higher price for this service which
could be up to 5% of each buy and sell transaction. Later in this
article will be a list of Brokerages.

 

2.     
Discount Brokerages.  These brokerage houses
offer little in the way of personal attention…but are much less on
a per trade basis. At one time, only the wealthy could afford a
broker since only the expensive, fullservice brokers were
available. With the internet came the explosion of online discount
brokers. Thanks to them nearly anybody can now afford to invest in
the market.  For those who wish to do their own research;
don't want to invest a lot of money, or; have a leading online
broker that offers quick customer service, a discount broker could
be an excellent way to invest.

 

 

What Causes a Stock to Increase…and Hit Pay Dirt!

 

Stock prices change every day as a result of supply and
demand.

 

They can move up during one trading day only…or they can go
upwards over the course of several days.  Traders that buy and
sell in one day are called “day traders”.  Traders that buy a
stock hold it for 3 or so days are called “swing traders.”

 

I prefer to introduce stocks that are poised to increase over
the course of several days since that provides multiple exit
opportunities.

 

Not to mention, I believe the risk is reduced since stocks that
fluctuate very quickly within one day could be much more
volatile.

 

The price of a stock moves up when more people want to buy a
stock (demand) than sell it (supply).

 

Conversely, the price of a stock decreases if more people wanted
to sell a stock than buy it,..because there would be greater supply
than demand causing the price to decrease.

 

What is difficult to comprehend is what makes people like a
particular stock and dislike another stock which causes demand for
a stock. This could be from the stock successfully operating within
a top performing sector; has released positive news about its
product or service that is aimed at increasing revenues; has a
number of technical indicators suggesting that the price could move
upwards.

 

There are many answers to this question and just about any
investor you ask has their own ideas and philosophies.

 

That being said, the principal theory is that the price movement
of a stock indicates

what investors feel a company is worth. Don't equate a company's
value with the stock

price.

Now, in theory the value of a company is its market
capitalization, which is the stock price multiplied by the number
of shares outstanding.



For example, a company that trades at $100 per share and has 1
million shares

outstanding has a value of $1,000,000 ($100 x 1 million = $100
million)..

 

If you compare a company that trades at $90 that has 1 million
shares outstanding is valued at $90 million.  Since this is a
lower capitalization, the company is worth less…

 

…but which of those companies valuation is closer to where the
stock is trading?

 

…and should there be value placed in the growth potential of
each respective company?

 

The point is that to further complicate things,  the price
of a stock doesn't only

reflect a company's current value, it also reflects the growth
that investors expect

in the future.

 

Again, theoretically, the number one factor that affects the
value of a company is its earnings.

 

Earnings are essentially the company’s profits.  Public
companies report their earnings four times a year (once each
quarter).  Many traders on Wall Street watch

with rabid attention at these times, which are referred to as
earnings seasons.

The reason behind this is that analysts base their future value
of a company on

their earnings projection. If a company's results surprise (are
better than

expected), the price jumps up. If a company's results disappoint
(are worse than

expected), then the price will fall. This behavior is even more
consistent with stocks that trade on the big boards such as NYSE,
NASDAQ and AMEX.

 

The bottom line.  There are two
schools of thought which we will talk about
momentarily.   Some traders emphasize that companies
should be valued on “fundamental factors” such as the revenues,
type of sector, market share amongst other elements.  On the
other hand, others think that by analyzing charts, detecting
signals and looking at past price movements, you can determine when
to buy and sell. The one thing we do know is that stocks are
volatile and can make traders a windfall of profits when traded
with the right information!  Keep a close watch on our
alerts!  I’ve heard of a teacher that took $5K into several
stocks I introduced and turned it into over $230,000 within
weeks!  So, I’ve introduce many profitable trade ideas that
could add wealth to your portfolio too if you learn how to trade
the penny stock market.



In my email alerts, I will describe the fundamental and technical
factors on “special situation stocks” that could generate increased
investor sentiment and a massive spike share price. 

 

 

How to Read a Real-Time Level 2 Stock Table

 

There are a lot of pieces of information that can quickly be
gleaned from looking at a “Level 2” stock table.

 

First, let’s look at the standard information found on virtually
all stock tables:

 

INSERT IMAGE FROM RAHUL HERE




Online brokers slightly differ with their trading platforms
however the order types are universal. When purchasing penny stocks
many traders recommend the use of limit orders.

Limit Order - A limit order enables the trader
to enter the share quantity and most importantly the execution
price. Due to the often wide spread between a penny stock's bid and
ask price, it's important to place limit orders.

Market Order - Used for immediate price
execution, specifying only the quantity of shares to be traded.
Market orders generally execute within seconds.

Stop Loss - Applied for risk management, order
will execute once the price is struck in order to limit your
loss.

 

 

 

 

The Two Philosophies of Trading Stocks: Fundamental Analysis vs.
Technical Analysis



There are two schools of thought in the world of trading
stocks.  Although these philosophies have an emphasis on
different variables, many successful traders combine both to
develop their own unique set of rules to trade by.

Fundamental Analysis

The biggest part of fundamental analysis involves looking into
the financial prospects of a company which includes it financial
statements and its growth prospects that could increase the
company’s financial performance. 

The secondary part of fundamental analysis involves analyzing
qualitative factors such as the market share, industry growth
potential and the uniqueness and marketability of the product,
technology or service.

Many say that Warren Buffet is a fan of fundamental analysis and
is one of the most well known long term investor in the history of
the stock market.  But remember, this technique could be more
strategically fit for long term investors.

 

Technical Analysis
 Technical Analysis is
the forecasting of future financial price movements based on an
examination of past price movements. Like weather forecasting,
technical analysis does not result in absolute predictions about
the future. Instead, technical analysis can help investors
anticipate what is "likely" to happen to prices over time.
Technical analysis uses a wide variety of charts that show price
over time.

Many millions have been made in much shorter time frames by
utilizing the foreshadowing that technical analysis can
offer. 



Members of my newsletter frequently receive detailed technical
analysis from experienced traders well versed in technical trading
techniques. 



Below are some common terms that traders should be familiar
with:

Trends - A chart with a pattern moving higher
is said to be in a uptrend. The opposite is a downtrend. Trends
form tirelessly. Whether it be an intra-day hourly chart or a ten
year chart, trends exist on all charts of any time frame.

Support Levels - A support level is a price a
stock has historically not fallen below, or in other words the
stock receives demand support at that price. Frequently, these
levels will be at whole numbers such as one or two dollars per
share. Support levels offer great accumulation opportunities.
Beware of a failed support level, that is a tell tale sign to sell
a stock as it is often foreshadowing a down trend.

Resistance levels - A maximum price a stock
hits do to resistance in the form of supply. A resistance level is
a great place to sell stock and lock in some profits. If the stock
tends to have momentum approaching a resistance level it could rise
above creating a break out. In this case, you would want to hold
the stock as it often leads to enormous gains.

Formations - Technicians scope out particular
formations or patterns on charts. Many of which actually look like
something from our everyday world. The cup-with-handle formation is
one, the dove would be another. Those two formations can be very
profitable for technicians as they tend to be break-out patterns
achieving very healthy gains.

Volume - The number of shares exchanged is
referred to as volume. Stock's carry average daily trading volumes
and when there is a spike in volume it is a great indicator that a
stock is on the move. Pretend for a moment that a stock gives off
an average daily noise level of 20 decibels, this being it's
average daily volume. On one particular day it's volume is at to 80
decibels, which is four times it's average daily volume and is an
indicator that something fishy is underway. You would be wise to
check for a press release or some kind of major announcement to
locate the cause of such an influx in volume.

 

 

Top Fundamental Factors I Look for in Discovering Stocks

There are several specific commonalities that I’ve witnessed
that are precedents to many of these explosive stocks. These ‘Surge
Factors’, as I call them, aren’t always simultaneously present, but
they are consistent with what I’ve found in stocks that
spiral upwards!

Number 1: Proprietary Technology,
Product or Service. Some companies have unique,
one-of-a-kind and patented, or patent pending product/service that
are a dramatic improvement over the competition. That can be a
catalyst for dramatic sales growth. And a dramatic growth in sales
often spells a dramatic growth in share price. Then POW!…a stock
makes a whopping upward surge and early entrants bank.

 

Number 2: Solid Growth Potential. Like I just
mentioned…a spike in sales could lead to a spike in share price.
One of the most important developments traders react to is the
announcement of a revenue based milestone. For example, the signing
a major distribution agreement; a major increase in sales; the
acquisition of another business entity, and; . Countless times
announcements such as these have proven to be the spring board for
other investors to drive the stock to higher levels…leaving
initial investors a wind fall of profits.

 

Number 3: Stock is Trading At a Base. Often
times, a stock is trading at low levels and many indicators are
signaling a “sell.” But what if the stock is barely even
trading…there has been little to no news released…the stock has
done a reverse split (another catalyst I will discuss further)…and
it happens to be at a low? Many early investors could have sold
out, paving the way for another uptick. For example, if a stock was
trading at $1.00 and sold off to $0.10 and is now only lightly
trading, it could be in a position to make such a run, especially
if it announces a large increase in sales. If it should retrace to
$.20 that’s a 100% increase. And should it retrace and test its
original price before falling off the cliff, then CONGRATULATIONS! You’ve
just hit a ten-bagger!

 

Rest assured, stocks in good companies will turn back up, the
Bull will charge again, and perhaps this is the best investing
scenario since the early 80's.  It is happening now and savvy
traders are scanning for these opportunities, then positioning for
the run.

 

Number 4: The Lower the Stock Price -> The Bigger the
Upside Potential. Based upon experience, I agree with the
philosophy that says, “it’s easier for a stock to move from $0.10
to $1.00 compared to moving from $10 to $100.” Even though each
scenario provides 1000% returns, the amount of dollar volume and
investor awareness that would normally cause a stock to trade from
$10 to $100 would be significantly higher. Low priced stocks
can provide mega returns for traders!

 

Number 5: Positive News Announcements. When a
company is releasing news, it’s an indication that they’re on the
move. Multiple news announcements are a tell tale sign that
management is burning the midnight oil, outworking the competition
and showing that they are more hungry then the guy next door to
meet and beat the markets expectations. And when news keeps coming
out and expectations are beat…traders start buzzing and the
stock price typically increases.

 

Number 6: Small Float. This is a no-brainer
folks. The smaller the float, the fewer shares that are in the way
to block a stock’s upward charge. In fact, this could be the #1
most important factor in determining the profit potential of a
stock. I love low floaters!!

 

Number 7: Recent Reverse Split. This is
actually very closely related to Reason #6. Why? Well, if a Company
reverses their stock then they’ve reduced the number of shares that
investors are holding. And that leads to a massive decrease in the
float…and a “new beginning” in the life of a stock. I’ve seen
plenty of Bull Runs in stocks whose shares were reversed and the
wall of sellers gets wiped out. With the right combination of the
factors mentioned above, a company’s share price can
SKYROCKET!

 

What it All Comes Down
to…

 

With all that being said, ultimately My Secret
Formula is that the upside potential must exceed
the downside potential…and be in a position to double in
order for me to believe in the stock.

 

Because I know that not everyone is going to hit that level of
return…but if it doesn’t, then it should at least make a strong
enough move upward to provide investors the opportunity to make
substantially solid returns.

 

Otherwise, I’m not doing my job. And my job is to put investors
in the position to make money. BIG MONEY.

 

Top Technical Indicator that Has Made Savvy Traders
Millions!

 

Bollinger bands are one of the most popular technical indicators
for traders in any financial market.  Some traders will swear
that solely trading Bollinger bands is the key to their winning
systems.

Bollinger bands were developed by John Bollinger using standard
deviations above and below the simple 20-day moving average line.
Bollinger bands actually use a mathematical formula to ensure that
95 percent of the price data will fall between the two bands….but
riding the upper Bollinger band, known as “walking the band” has
proven to be a powerful directional indicator.  

 

When stocks close above the Bollinger Bands during an uptrend
this could be a continuation signal, not reversal signal—as is
confirmed by the use of Bollinger Bands in some very successful
volatility-breakout systems.



At a glance, traders can determine if a stock is trending upward,
downward, or sideways. Overall, Bollinger bands are known to
display (1) the price movement of a symbol (2) the level of
volatility (3) the strength of a trend.

 

Buying on the break of the lower Bollinger
band



Buying on the break of the lower Bollinger band is a simple
strategy that often works. In every scenario, the break of the
lower band was in oversold territory. The timing of the trades
seems to be the biggest   issue.  Stocks that break
the lower Bollinger band and enter oversold territory face heavy
selling pressure. This selling pressure is usually corrected
quickly as the stock is headed back past the middle Bollinger band
and towards the upper Bollinger band.  But at that point the
stock could also continue its downward trend if other traders do
not accumulate.  To help prevent this, investors must perform
due diligence to determine if the stock could have the demand of
other savvy traders, which could be influenced by company news
announcements or related industry developments.

 

Walking the Band – My Favorite Strategy!

Price of a stock often can and does "walk-
the- band".  Stocks following or "walking" along the upper
Bollinger Band provide good signals for those wishing to trade
trending or directional stocks - the idea here is to trade in the
continuing direction of the stock.

In fact, the single biggest mistake that many Bollinger band
rookies make is that they sell the stock when the price touches the
upper band or conversely buy when it touches the lower band.
Bollinger himself stated that “a touch of the upper band or
lower band itself does not constitute a buy or sell signal.”
Not only have I seen, but I have also traded this Bollinger band
strategy as a continuation trade. Hence, you can actually trade in
the direction of a stock that is closing above the upper band.
 

 

In its most beautiful form, the candles are being sliced by the
upper Bollinger band while it is trending in a 30 – 45 degree
angle.  But either way, when the line is moving in that angle
many profits could be generated.  You will likely notice that
other simple and exponential moving averages will follow that same
trend.

 

 

Notice the tightening of the Bollinger bands as well as the
direction of other moving average indicators.  All the
indicators begin moving in the same angle and an explosive move to
the upside occurs.  Right before the breakout a price
penetration of the bands occurs which indicates an upward move, and
not to be considered a reason to sell a stock. Notice how the
volume exploded on that breakout and the price began to trend above
the bands.  These can be extremely profitable setups.

 

Conclusion: Discover Top Profit
Opportunities

 

After I’ve identified a potential blockbuster super hot
penny stock, I detail why I think the stock is
super hot and could blow through the roof!

 

And you make the decision whether you want to sit on the
sidelines…or play the game that the wealthy play.

 

But remember… penny stocks can absolutely explode out of
the gates and generate mega-massive returns over 1000%…
and just as quickly they can drop like a hot potato.

 

There are massive returns investors can make in this game. And
that’s what I aim to introduce you to.

 

So, sign up for my free newsletter that identifies super
hot penny stocks picks that are poised to pop off like a
champagne cork on New Year’s Eve!

 

11   Brokerage Firms & Trading Platforms

 

The roles of stock brokerage firms are simple. 

 

They are the service portal that investors use to buy
and sell stock in the stock market.

 

The two general types of brokerage firms as discussed
earlier – Full Service and Online Discount Brokerage firms range in
price and service that each provides.

 

 

NWT Financial
Group

 

 

 The Brokerage Firm that allows individuals to speak with a
broker with ease is NWT Financial Group, which can
be found on the internet at http://www.nwtfinancialgroup.com. 
The other nice benefit is that you can also trade stocks online
without having to pick up the phone.  This could be an
advantage if you are a novice or if you cannot watch the
screen all day.  They have helped countless traders from
accumulating and liquidating stocks which could be helpful.  
And still allow you to make discounted trades if you do so
online.

 

 

ChoiceTrades

 

 

This brokerage is an award-winning online broker rated 4-stars
by Barron's magazine in its Annual Broker Review for fives years
running. ChoiceTrade customers get deep-discount pricing, great
customer service, and access to streaming data services — all
geared for trading.

Unlike other deep discount brokerage firms, there is no
surcharge for penny stock trades or cancelled orders.  Direct
access trading available on request.

 

Trading Platform:

EquityFeed



 

This is my favorite platform!  EquityFeed’s groundbreaking
User Interface combined with ultra- powerful features lets you
analyze markets and stocks with unprecedented ease. There are very
many advanced tools been offered to the “little guy” in such a
simple, easy-to-use format. Whether you are a newbie trader or a
20-year veteran….you’ll love the way EquityFeed keeps you better
informed.

 

EquityFeed' s Technical Trading Alerts feature uses our
proprietary pattern recognition technology to alert the trader of
proven, money-making technical events that are occurring in
absolute real-time.

 

A critical component of successful active trading is the ability
to view Level 2 quotes (a.k.a Market Maker Depth).
This show's you a stock's order book with all the MM's who are
lined up at the Bid and Ask prices.

 

EquityFeed's streaming Level 2 window is the best on the street.
In addition to standard information found on most L2 screens, it
has proprietary bonus features are not offered by any other
providers. Such as:

 

L2 MM Activity Log: this shows a real-time
'plain english' display of the time and action a market maker took
when they raised or lowered their Bid/Ask. Great for rookies!



EquityFeed™ has partnered with TD
AMERITRADE™ to offer fully-integrated trading from within
our cutting-edge market data platform.

TradeConnect™ - EquityFeed's proprietary
trading interface - connects TD account holders seamlessly to their
TD AMERITRADE accounts and lets them take advantage of our advanced
direct-access style "point and click" trading functionality.

 







  

    [image: FeedBooks]
 
 
    www.feedbooks.com

    Food for the mind


  


OPS/images/logo-feedbooks.png
Eeedbomls





OPS/images/logo-feedbooks-tiny.png
E{;edbooﬂs





