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Description

Basic Understanding of the Stock Market for Teens and Young Adults is for anyone new to investing in the stock market who is looking for a simplified scaled down reference point to make sure you understand your investments and strategies.  This book provides you with the information you need to protect and grow your stock investments in today's changing market.  

Whether you are a completely new investor or simply confused about all the contradictory advice out there, this book is an accessible guide to understanding how to grow your money a smart and easy way.

You will learn Stock Market Basics as this book is aimed at the individual investor who wants to understand today's stock market and make wise investment choices based on knowledge and understanding of the overall picture. It is written in easily understandable terms and gives a clear explanation of how all the pieces fit together in the marketplace. Readers will better understand the detailed, practical and working knowledge of the stock market necessary to become a success.

It is a perfect match for those with no experience or background, as well as for the experienced investors that lack the optimal skills for active stock trading. It will give you an understanding how to become financially independent and put you in control of your own destiny.  Basic Understanding of the Stock Market for Teens and Young Adults belongs on the bookshelf of anyone who is new to investing or simply wants a broader understanding of the market. 

In this book, you will not find any secret formula or long lost potion to earn millions in the stock market, but after reading this book your comprehension of the stock market will go to an actual understanding. This book will help you understand exactly what that guy in the top notch suit is saying about where to put your money and help you make your own decision, after all it’s your financial destiny. This book will not make you a market expert tomorrow, but it will honestly help you to understand the stock market a whole lot better. This book will show many investing options and help you to put together a realistic portfolio that takes control of our own investments!

Basic Understanding of the Stock Market for Teens and Young Adults is ready to share a wealth of information with you.  Get it now.

Financial Disclaimer

The Content is intended only to assist you with financial decisions and is broad in scope and does not consider your personal financial situation. Your personal financial situation is unique and the information and advice may not be appropriate for your situation.  Accordingly, before making any final decisions or implementing any financial strategy, we recommend that you obtain additional information and advice of your accountant and other financial advisors who are fully aware of your individual circumstances. 
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I dedicate this book to teens and young adults looking for sound advice on how to make smart financial choices needed to establish a firm footing as you work your way through school and the post-graduation years.

Just remember as your speeding down that new found road of freedom that how you spend your 20’s financially will ultimately define you.

After all is said and done you should also know; after you get married, someone should know how to write a check correctly, save and invest. Because, even if you have tons of love, there’s still going to be a lot of bills!  
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What is a Stock?

The term ‘stock’ is commonly used in investment spheres but not many people may be able to define what it is. A stock represents a share of ownership in a listed company. A stock is a claim on a firm’s earnings and assets. When you purchase more stocks, your ownership stake in the company becomes higher. When you buy a company’s stock, it implies you are recognized as one of the company owners and because of this, you have a small portion of claim to every asset an establishment owns. When you purchase a stock, you own every piece of trademark, furniture and contract of an organization. Since you are an owner, you have the freedom to share a firm’s earnings as well as participate in voting exercises that are directly related to the stock. 

When you purchase a stock, you are given a stock certificate that serves as proof of your ownership. In the past, a stock certificate was a fancy piece of paper. However, with modern technology, these documents are stored electronically also called holding shares. Electronic storage makes the work of a stock broker much easier. In the past, if you wanted to sell your shares, you were supposed to physically hand-in your certificate to the brokerage firm to facilitate transaction. In this new day and age, click and mouse trading has made life easier for everyone. 

When you purchase a stock in a public firm, this doesn’t mean you have full rights to day to day operations of a business. However, you get a chance to exercise your freedom in a firm during times when elections for a board of directors are held. It’s worth mentioning that buying a stock doesn’t mean you have the exclusive right to decide how an organization should run its operations. 

It is the responsibility of the management of a company to ensure that shareholders’ investments are protected and the value of a company stock goes up. When this fails to happen, shareholders reserve the right to vote the management out and elect new ones. However, the truth of the matter is that some companies break these rule and minor shareholders often don’t have enough power to influence a company’s operations. In most cases, individual billionaires and institutional investors are the ones whose voice is heard because they have invested heavily in a company. 

For an ordinary shareholder, your interest will not be really to manage a company but rather hope that the firm is managed well so that you can make money from your investment. As a shareholder, you are set to receive profits obtained by a firm and have a claim on assets. Company profits are paid out to shareholders in form of dividends. The higher the amount of shares you own, the more profit you receive when dividend payouts are done. You can only claim a share of assets when the company you have invested in goes bankrupt. In the event of liquidation, you receive payments after payments to all creditors have been settled. 

It’s worth mentioning that limited liability is an important feature for any stock. This implies that as a stock owner, you are not accountable and responsible in the event of a company failing to honor its debts. Other companies such as partnerships are established in such a way that in case the partnership declares bankruptcy, creditors are allowed to pursue partners in their individual capacity in order to recover their property. When you purchase a stock, it means that the only thing you are at risk of losing is the value of your investment. In the event that a company you were a shareholder goes down, nobody can come to you and claim your personal assets. 

Before purchasing stocks, it is important to understand what they are as well as your duties and obligations as a stock holder. Knowing what a stock is also helps you to understand your rights as a shareholder. Of course, just like any other venture, it is important to first research thoroughly on your available investment options before making a decision. In case you are planning to buy stocks, there are several options out there. You can either research by yourself or seek the services of a qualified investment analyst. 

Is the Stock Market Legalized Gambling?  

A lot of people think twice about getting into the stock market because they believe it is similar to gambling. We are living in hard economic times where everyone is looking for a way to make extra money and secure their financial future. Because of the high standards of living and financial pressure, some people opt for methods such as gambling in order to earn money. While some people believe investing in the stock market cannot be equated to gambling, others believe otherwise. To understand the difference between gambling and whether the stock market is a legalized form of gambling, it is vital to know what each definition involves. 

It’s important to mention that both investing and gambling involve putting money into use with a hope of getting back more. The dictionary meaning of gamble is highly associated with games which has no association whatsoever with stock investing. Therefore, it is accurate to conclude that gambling is closely associated with games and entertainment but with the aim of making a better return on the initial investment. On the other hand, investing in the stock market is all about business. It’s good to mention that in some countries, gambling is outlawed and therefore, those found engaging in this practice are reprimanded by the law. On the other hand, stock investing is a business investment practice that is legal across the globe. Based on this explanation, stock investing is purely a business activity and cannot therefore be referred to as legalized gambling. 

For gamblers, their ultimate aim is to reap as much money as possible after playing a game. However, for stock investors, they don’t aim for immediate profits but rather, wait until the markets become favorable to allow them make good returns. In other words, it could take months or years before you finally make good financial returns. 

The purpose of engaging in gambling and the stock market is totally different. A lot of gamblers engage in this activity in order to make money for leisure activities. However, the stock market is used by investors to grow their investment in order to spend it productively. Investing in stocks is a serious affair and can therefore not be associated with any gambling techniques. Stock market investment is a long term affair while gamblers do it for short term excitement by putting their money at risk and hope for a chance that it will turn around their financial fortunes. However, despite the differences, there are a few things that both gambling and stock investing share in common. To begin with, they both involve the use of money in form of an investment whose return is not known. In other words, they are associated with both the risk of time and money. The stock market shouldn’t be at any one time confused with gambling whether legal or not because the two operate differently. It is important for the difference between the two to be clearly defined to avoid sending out the wrong perceptions. 

––––––––
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Why Invest in The Stock Market?  

With the current economic state and the high costs of living, a lot of people prefer to safeguard their future by finding a way to save and improve their financial status. In the recent times, the stock market has become a popular investment choice for many individuals. First and foremost, the stock market is versatile and offers you plenty of choices to choose from. Shares, debentures, bonds and securities are some of the common stock market options available. This is an advantage because it means you have plenty of investment opportunities for your money. The stock market is a place where you can grow your investment over time and reap handsome benefits in the coming days. 

Why People are Afraid to Invest in Stocks?

Stocks are one of the most common investment plans that many people think about. The current economic meltdown and rising costs of living have forced investors to go a notch higher and consider diversifying their investments in order to secure their financial future. There are different types of stocks and it is important for every investor to make an effort and understand what the industry is all about. Because of the volatile nature of stocks, a number of people are always afraid to put their money in stocks. Stocks prices fluctuate rapidly and are always affected by prevailing circumstances and other happenings in the market. 

Because of the risks associated with stocks, only investors who can tolerate high levels of risk have been able to succeed in this industry. The fear of losing money is what drives away investors from the stock market. However, it is good to note that despite the challenges of the stock market, there is a high chance of making good returns especially if the right investment decisions are made. It’s worth mentioning that the stock market is just like any other investments that come with their own risks. 

The process of choosing the right company and stock to invest in scares away many people. The fear of committing mistakes as a beginner is one of the contributing factors why some investors prefer not to take the bold step to become stock investors. In order to overcome this fear, it is important for investors first and foremost, understand their level of risk tolerance. The problem is that a lot of people get into stock investment without first understanding how much risk they are willing to tolerate. This is a mistake because every negative trend or happening in the stock industry is a source of stress and frustration. 

A lot of theories have been put forward about stock investing. While some people find it to be a risky business that is not worth investing, others have had their financial fortunes turn around for the better thanks to stock investing. The best way to overcome fear associated with stock investing is to make sure that you are well informed and have received the appropriate advice before investing. Some people get misadvised and think that the stock market is a quick way to get rich only to be disappointed when stock prices decline. 

Having the right information and understanding well in advance the risks associated with stock investing prepares you for the experience. The best way to deal with fear associated with stocks is to begin your investment with a small amount of money. Ideally, the amount of money you decide to invest should be extra income that is not meant of bills or any other crucial expenses such as medical and school fees. By investing in a small amount you are comfortable with, you are sure that in case anything goes wrong, you’re still in a good financial position to cater for your other expenses. 

Why the Stock Market is the Best Choice for You

	Perfect Opportunity to Increase your money: Everyone who comes to the stock market has one goal in mind – to increase their money and build a solid financial base. When you invest in stocks, you get the perfect chance to increase your investment especially when stock prices rise in value. So long as you have invested in a stable company, there is a good guarantee that you will benefit from your stocks. Diversifying and investing in several companies is a smart choice to safeguard your investment. 

	Dividend income: A good number of stock offer investors dividends after specific periods in the financial calendar. Dividends are important because they not only expand your investment portfolio but can be of great help in retirement. Dividends refer to the income that is derived from stocks that have been sold at a profit. 

	Easy liquidity: Shares and securities are often traded in great volumes. Because of this, the market becomes volatile and therefore, as an investor you are assured of easy liquidity. This means that it’s simple to convert your investment into cash in order to make better investment choices or use it for emergencies. 


	Flexibility: The stock market is considered to be flexible because investors have the power and choice to quickly make decisions. Stocks have their own ups and downs with fluctuating prices at trading sessions. Furthermore, stock prices move in tandem with rapidity of the market. 


	Handsome returns: Stocks are considered a risky return because at times, you may make losses. However, in the long term, they offer handsome financially benefits especially if you invested in a company that is performing well and growing on an annual basis. 


	Taxation Benefits:  Shares give investors incredible tax benefits. You don’t need to declare your earnings whenever you are investing in the stock market. Secondly, you only need to report your gains when you make profit from selling stocks. Tax is only paid at the end of the year if you have your earnings in an investment account that earns interest. 


In order to become a successful stock trader, it is important to study the gains of investing in the stock market. Seeking expertise advice especially when it comes to making the right stock investment choices is the best thing to do. Your goal should be make more profits without too many risks on your investment. 

Why Would I Choose Stocks? 

For some years, the stock market is an ideal choice for many investors looking for an opportunity to expand their financial fortunes. Before investing in the stock market, it is important to have a reason or reasons why you would want to put your money in stocks. Below are a few of the reasons why people choose to invest in stocks. 

	Retirement


A lot of people decide to invest in stocks because of the purposes of retirement. A time comes when you are out of a job but require an investment that you can lean back on. For those who wish to invest in stocks to build a retirement fund, it is good to begin when you’re still young. Beginning early is a fantastic way to grow your savings because you will not be worried about short term failures. 

This is important because it helps balance off the risks that come with stocks because you have a long time to recover and win. Young investors are able to tolerate risks better because the stakes are not high. When you are young, you’re more courageous and therefore, you can comfortably invest in risky ventures because you still have plenty of time to build a steady income source. Long term investment is the best approach to build and steadily expand your investment portfolio. 

Investing when you are young not only shields you from immediate risks that occur in the near future but enables you to accumulate a huge amount of stocks by the time you retire. While beginning to invest in stocks early is a good idea, this doesn’t mean that older people cannot benefit from stock investing. There is certainly nothing wrong investing in the stock market when you are old. 

	Career 


Some people choose to invest in stocks to begin and build a steady career. You don’t need to wait till you have retired to enjoy the benefits of your hard work. Today, there are several investors who rely on stocks to make a living. These investors are commonly known as ‘day traders’ who deal with buying and selling of stocks on a daily basis. These professional traders engage in several transactions and live off the daily fluctuations of stock markets. These types of traders engage in this business for long term purposes and stick to industry despite several challenges. A lot of people have become successfully and substantially expanded their financial fortunes thanks to day trading. 

	Fun


Aside from retirement saving and day trading, some individuals choose to invest in stocks just to have fun. In most cases, these types of investors are not so keen on making huge profits but rather, have a passion for stocks and want to be part of the industry. However, in as much as they are doing it for fun, they are always keen to keep an eye on companies they’ve invested in to be sure that their investments are safe. 

Regardless of the reason you have, investing in the stock market is one of the best decisions you can ever make. 

How Old Do You Have to Be to Buy Stocks?

What is the right time to buy stocks? This is a question that many people ask. It’s important to note that stock investing doesn’t have age limitations so long as you have done your research and you know what you want to achieve. Ideally, anyone above the age of 18 is allowed to purchase stocks and become part of the stock market. However, the age at which one decides to invest in stocks depends on a number of factors. 

First and foremost, you need to ask yourself whether you are financially prepared to invest in the stock market. As a beginner in the stock market, it is essential to have extra money that you can use to invest. Ideally, the money used for investment should not be part of your daily or monthly expenditures but should rather be drawn from savings. For young investors with big dreams, stock investing provides a good platform for short, medium and long term investment. If you have money to invest in stocks when you’re still young, nothing should stop you from pursuing your dreams. 

What are your goals for investing? 

Everyone has a personal goal which dictates the level and type of investment. Remember that your investment goals in most cases will not be suitable for everyone. Young people planning to invest in stocks do so because of various reasons. The most common reasons include; seeking additional income, day trading, improve financial prospects and save for assets such as a house or a car. 

The age at which one decides to buy stocks is determined by the investment timeframe. As an investor, you need to know what you want to achieve in the future and how long it will take you to do this. For instance, if you intend to purchase a house a few years down the line, you might be forced to purchase stocks when you are still young to allow plenty of time to build your investment. 

One should only invest in stocks when they are fully aware about the risks involved. Sometimes, people tend to use stock investment as a quick way of getting rich, this is not true. The ideal age to buy stocks is at a time where you are mature enough to understand the risks associated with stock trading and determine your level of risk tolerance. Remember that investing comes with risks and you need to know that if you’re not careful, chances are high you’ll end up blowing your entire investment. 

How much time are you willing to spare? Just like any other investment, the stock market requires close monitoring if you want to achieve financial gains. Different events and situations affect stock prices which presents an opportunity to transact and increase your investment. If you are keen on trading stocks, the age at which you decide to invest should allow you to have some free time to keep an eye on your investment. 

There is no specific age of investing, the above factors act as a guidance on the best time to begin investing in the stock market.

What are the Main Types of Stocks?

The stock market is a wide sector and involves several branches. Before deciding to invest in this industry, it is good to know the different types of stocks. As an investor, it is your responsibility to be aware of what happens in the stock markets in order to determine what stocks are best suited for your investment goals. Some companies have devised ways of having stock classes in order to make it easier for investors to choose the most suitable stocks. At the same time, classifying stocks is a technique that some firms use to make sure they remain in control of the largest shareholding of the company. 

It’s worth mentioning that stocks are categorized into two main groups; common stocks and preferred stocks. 

Types of Stocks

Large, Mid and Small Cap Stocks: Companies use their market capitalization values to determine how to classify their stocks. In lay man’s terms, market capitalization simply refers to the value of a company. In most companies, shares are divided into large cap, mid cap and small cap. Large cap stocks are those with a high value, mid cap stocks are classified as mid-range stocks while small cap stocks have the lowest value. In simple terms, the larger the cap size, the more stable and established a firm is and therefore, the stock price is expected to be stable. On the other hand small and mid-cap companies are focused on future expansion and therefore, chances are high that their stock prices will fluctuate. 

Sector Stocks: There are stocks that are often categorized into various groups depending on the company’s line of business. The most common classification sectors include healthcare, technology, energy, transportation, financial, communication services and capital goods. The mentioned industries are categorized as cyclic in nature while utilities and consumer products are referred to as defensive sectors. 

Cyclic stocks: These are stocks whose performance depends on the business cycle. The prices for these stocks usually fluctuate depending on the market demand. Cyclical firms manufacture goods or offer services whose demand reduces during tough economic times and financial downturns whereas prices go up when the demand rises. 

Defensive Stocks: Opposite of cyclical stocks and are known to perform well in the midst of poor economic periods. These stocks are offered by firms whose services and products are in steady demand and enjoy good returns regardless of the state of the economy. Defensive stocks are known to be stable and therefore, still perform well regardless of the prevailing conditions. 

Tracking Stocks: These stocks depend on the performance of a company’s subsidiary and therefore, their results are based on how a company sub-sector performs as opposed to the entire organization. It’s worth mentioning that tracking stocks don’t entitle shareholders to voting rights. Companies resort to have a tracking stock whenever they feel that a sector which is performing well within the firm has not been fully explored for the benefit of the entire business. 

In order to make good decisions, it is important to understand the difference between a common stock and preferred stock as well as their sub categories. 

Where Do I
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