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BEFORE YOU GET ALL excited about diving into this and putting it into action, I need to stop you in your tracks. You can't just jump in with both feet and start opening online brokerage accounts and trading away. It doesn't work that way. You have to make sure that you have the preliminary steps out of the way. Otherwise, you're simply doing things randomly and you're doing things based on emotion.   

While I appreciate the fact that you are excited about this whole venture, it's too easy to trade impulsively. It's too easy to make investment decisions that aren't based on facts. It's crucial that you make sure that you have the basics out of the way so you can increase your chances of being successful in stock trading.  

Please pay attention to the following questions. They will help you get prepared properly for your journey into stock trading.   

Do You Have the Time to Research? 

Make no mistake about it, when it comes to stock trading, you have to research and you have to do it right. This takes time. Most people think they know how to research, but it turns out that they have no clue. You have to give yourself the time and the space to do adequate research on the stocks that you will be buying or research on stock trading strategies. 

There are certain strategies that don't require you to research the stock. You only need to pay attention to the volume and trader activity in that stock. The key question here is whether you have the time to do proper research on whatever trading strategy you're going to be pursuing so you can increase your chances of being successful. 

Are You Curious Enough?  

A lot of people read books because they're desperate for information. They just look at books to solve a problem. Now, there's nothing wrong with that, but if you really want to take things to a much higher level as far as your trading success goes, you have to be curious. 

You can't just look for information, you also have to pay attention to the implications. You also have to be curious as to how to connect the dots and whether knowing one piece of information can lead to another piece of information. That's how you can learn powerful strategies in no time at all. It all depends on your curiosity. 

For people who aren't curious, all of this can be a chore. It can be a hassle for them. Their hearts are not in it and they're only doing it because they need to make money quickly. I hope you can see the difference. If you're curious, you are more likely to come up with interesting solutions as well as spot potential problems. This leads to you being able to identify greater opportunities. 

Do You Have Funds Ready to Invest? 

This part is really important. If you want to trade in stock, you need to make sure that you have proper capital. Do you have money to invest now? If not, when will you be ready?   

Don't Expect to Hit a Homerun the First Time You Step Up to the Plate and Swing the Bat! 

This should be quite obvious. I'm sure the first time you played basketball, you didn't expect that you're going to play like Michael Jordan on the court. Most people don't have that expectation. 

However, you'd be surprised as to how many people think that just because they're trading in stocks that their investments are going to be all winners. It doesn't work that way. In many cases, your expectations can end up sabotaging you. So, do yourself a big favor and make sure that your expectations are realistic. 

What is the most realistic expectation you should have? Expect to learn. That is always my mindset and it has never let me down. You need to set the right expectations, otherwise, you might become so discouraged by your results that you end up quitting. I'm sure you already know that the only way you can fail is to quit. That's the only way you can lose.  

Be Clear About Your Initial Goals  

It's really important at this stage to also be clear as to why you're investing. This is really important. What are your goals? What are you going to do with the money that you will make? 

This, of course, turns on how old you are. If you are somebody who is 50 years old and is a decade or slightly more away from retirement, your investment goals are going to be vastly different than if you were 22 years old and fresh out of college, or a 19-year-old and you just graduated high school.  

Age matters when setting up investment goals because you can afford to take a lot more risks when you are younger. How come? Well, if you were like me and you invested in really speculative stocks when you were 19, even if all your stocks tanked, you still have a lot of time for you to get the capital together and try again. 

This is not the case if you are 50 years old and you're looking at 15 more years until you retire. In that particular situation, it pays to be a little bit more conservative. Do you see the difference? It can take quite a while for you to raise the money again from your work or other sources of income. 

Keep this is mind, your age has a big impact on what your investment goals and investment styles should be.   

Why Do You Need To Invest?  

Let me cut straight to the chase. Regardless of whether you're a conservative investor that is soon going to go into retirement or you're a young person just out of high school or college, you need to know why you need to invest. This is really important because a lot of people think that stock investing is just another option out there besides saving. 

Well, they are two totally different things. A lot of people are under the mistaken assumption that as long as they save money from their income and set aside a certain percentage religiously, month after month, year after year, decade after decade, they will be fine. I'm sorry to disappoint you, but that is not a winning strategy.  

In fact, you are playing the game to lose if you are just going to rely on your savings. Why? There is this thing called inflation. Put in the simplest terms possible, inflation is an economic effect where the amount of goods and services one dollar buys this year is going to be worth less next year and the year after that, and so on and so forth. Ultimately, you reach a point where your dollar is no longer able to buy much of anything.   

If you think this is crazy or far-fetched, you only need to realize that back in the 1800's, a full-time salary for somebody was a few dollars per month. Obviously, people can't live on that now. That just goes to show you the power of inflation because a dollar back in 1860 is worth so much more now in terms of today's dollar's purchasing power. That's how bad inflation can be. 

Even if you looked at as recently as 10 years ago, the food that you could have bought back then, you can no longer buy now. For example, if you walk into a Taco Bell and spend money on a burrito, that money that you spent 10 years ago, is probably not going to buy the same amount of burritos today.  

Inflation is a serious problem and simply saving money is not going to fix it. You have to find a way to grow your money. This is why stocks are so hot. Stock investing enables you to beat inflation. 

If inflation is going up at a rate of 2-5% a year, you can rest on the fact that, if you put your money in a general stock fund that tracks the market index, your money may grow 10-15% per year. In other words, you beat inflation by as much as 13% or as little as 5%. Whatever the case may be, you're still beating inflation. Your money is not losing its value.  

Historically speaking, stocks have appreciated in the range of between 12% to over 15% per year. That is amazing inflation protection. While real estate can give you better returns on average, real estate also can suffer a reversal.  

If you don't believe me, look at the average real estate values in the United States as a whole after the great financial crash of 2008. You'd be surprised as to how quickly million-dollar homes went down in value. While real estate, generally speaking, offers a great amount of inflation protection, you would be better off with stock investing. 

Also, in terms of the money that you need to put together to invest, it takes quite a bit of money to invest in real estate. You have to at least put up the down payment required by the bank to give you a loan for the rest of the asking price of the property that you're buying. 

With stocks, you have a lot more leeway. You know, coming in, how much you will be paying. Maybe you have a tight budget, so you might want to look for stocks that are trading at fairly low prices but have a high momentum or a high growth potential. 

You have a lot more freedom as far as investing in stocks is concerned. If you don't have the time to research, you can take a fairly small amount of cash and invest it in a mutual fund. 
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History of Stocks

The stock market has a long history, dating back hundreds of years. The first company to ever go “public” and issue paper shares of stock to investors was the Dutch East India Company in Europe in 1602. This company also was the first to issue dividends, with yields that went as high as 62% annually (we’ll touch on dividends later).

Traders received paper “notes” when they purchased stock, which they bought and sold with other traders throughout Europe. Soon the London Stock Exchange was born in England, and then the New York Stock Exchange (NYSE) in the United States (both of which are still operating today). Exchanges, like the NYSE, provided a centralized location for companies to go “public,” as well as for traders to buy and sell shares of these companies' stocks. Considering many citizens lived miles away from these stock exchanges, and the automobile wasn’t invented yet, “bucket shops” started propping up throughout the United States.

You could compare a bucket shop to Vegas sports betting, as the shops would allow traders to place wagers on the direction of stocks, without actually owning any shares. These bucket shops were quite speculative and risky, in that traders could get up to $100 worth of stock buying power with a deposit of just $1. This ultimately meant traders could lose a lot of money “betting” on stocks. Soon bucket shops were made illegal, as they were thought to be the cause of two market crashes in the early 1900s.

But even in the era of bucket shops, exchanges have always acted as the centralized hub for stocks, and stock records, to be kept. As such, these exchanges needed to keep a constant record of the price of public companies. Instead of computers, stock prices were listed on “ticker tape” at these early exchanges, which was essentially stock symbols and prices being communicated via telephone lines, and printed out on long strips of paper via a typewriter. You may hear traders say phrases like “read the tape,” which is a reference to the ticker tapes used many years ago. 

By the mid-1960s, ticker tapes were replaced with electronic “ticker boards.” These were long electronic displays where ticker symbols and prices scrolled across a screen. These “ticker boards” were soon shown at the bottom of television screens on news channels. Traders would have to sit in front of their TV and wait for their stock symbol to scroll across the bottom to know the real time price.

Up until the 1990s, most people could only trade stocks via “stock brokers.” Traders had to call their “broker,” who would then buy or sell stocks for them. Most of these brokers worked on a fixed commission, meaning they charged a fee to traders to use their services. It was very expensive to trade stocks back then, with commissions being as high as $100+ for just one order.

With the internet boom of the '90s, online retail brokers started emerging who offered commission fees around $20 per trade. With the huge savings offered to consumers, many jumped in, even those who may have not qualified before due to small account sizes.

As the years have gone by, brokers have slowly been in a race to the bottom in regards to commissions, lowering their fees to $10, then $5, then $2.50, and now almost all have switched to commission-free trading. The beauty of capitalism allowed for increased competition, and made the market a much less expensive place for us as stock traders to be. Many brokers also now offer no account minimums, meaning someone with as little as $100 can open an account and trade a stock, all with no fees.

What this all equates to is our current era being an excellent time to be a trader and invest in the stock market. This is because now, no matter your job or net worth, you can grow your wealth in the markets, and not be burdened with the large fees which accompanied stocks in the past.

What’s A Stock?

AT ITS MOST BASIC, one share of stock is a representation of a partial claim to a given company’s earnings and assets.    The more shares of a company’s stock that are available overall, the less each individual share is worth. The more shares of a company you own, the more control you have over the company in question. Stock can also be referred to as equity or shares as well. Those who own stock in a company are referred to as that company’s shareholders which means they each get a share of profits, known as dividends, at predetermined periods throughout the year and also, in some cases, voting rights based on the number of shares in a company that they hold.  

While originally each stock that you owned came with a physical piece of paper indicating what you owned as well as how much, these days all of this information is stored electronically by the brokerage that you will ultimately choose to directly handle your transactions. While holding a physical copy of your shares is nice, it would also require you to take those documents to the brokerage you were using every time you wanted to make a trade. This process is referred to as the in-street name method of holding shares.  

While owning shares of a company does entitle you to a piece of their profits, it does not mean that you can have an active say in how the business is run, even if you own voting shares. At most, you are going to be able to vote for the board of director members at an annual shareholders’ meeting. During this meeting, you will be able to cast your vote and it will be weighted based on the number of shares of the company’s stock that you hold. The goal of this process is to provide shareholders a way of indicating their pleasure or displeasure with the overall way the company is being run. Unless you own a significant portion of the total number of shares of a company you really won’t have much say in what they do. 

Types Of Stocks

THERE ARE ORDINARY shares, which are the most widespread and of which we have spoken so far, preference shares, savings shares. The preference shares give the right to a preference in the distribution of profits or the repayment of capital. Savings shares do not have the right to vote but have patrimonial privileges established by the company’s deed of incorporation. If you have bought an action, you also have the right to receive an annual dividend—that is, the company profit divided among all the participants in the so-called “risk capital.” High dividends are very attractive to investors, but it is not guaranteed that they are distributed every year or even that they are constant, for budgetary reasons or for company policies that do not provide for profit distribution to favor the company’s capitalization, for example. 

The market value of a share is that which results from the official price lists, if listed and may be different from the nominal value and the asset value (net equity divided by the number of shares), according to some variables. By simplifying, a solid company with good growth prospects will be associated with high potential and, therefore, a high value of the shares issued; on the other hand, a company with financial problems and with prospects of de-growth will be associated with a low value of its shares. Even the performance of the economy, politics, and speculation can influence the market value of an action. 

Stocks As Investment

IN GENERAL, IT IS POSSIBLE to invest in the stock market with the direct purchase of listed shares or with the purchase of derivatives. In general, for those who have the problem of how to start investing in the stock exchange, the recommended choice is that of derivatives, in particular, binary options. For those who want to buy the securities directly, the process is slightly more complex—you have to open an account for the custody of shares, and on this deposit, you, unfortunately, pay a salty stamp. 

Another way to invest in the stock exchange is made up of mutual funds. Investments of this type do work through the purchase of a share of the fund. The managers then use the money obtained through the sale of shares to invest in the stock exchanges. This is an indirect investment that delegates all responsibilities to fund managers. In some cases, good profits can be made, but it has often happened that investment funds, especially if managed by Italian companies, have led to very strong losses. Moreover, the tax treatment of this type of investment is strongly penalizing. 

Mindset And Right Approach

THE RIGHT INVESTMENT attitude, essentially, is a blend of six key characteristics. Over time, it is the right contributing approach that will have the impact between an acceptable auditor and a dependably productive financial expert.  

Mental balance is the key  

What do we fathom by mental prudence? It is the ability to think indisputably despite when markets are unusual and the financial expert is under tremendous weight. Usually, this is when most financial expert will as a rule sway and accept veritable contributing failures. Believe it or not, mental aptitude is about the calm that you can keep up despite when the market appears to go against you. There are extremely two perspectives to mental balance. Stock exchanges are driven by fear and insatiability. Ordinarily, financial experts will when all is said in done get energetic at the most elevated purpose of the market and terrible at the base of the market. Smart contributing is connected to doing the cautious reverse. 

Not just peace of mind; you also require balance  

How definitely is balance unique in connection to peace of mind? What makes a difference is extremely unnoticeable, however, notwithstanding all that it exists. 

Do whatever it takes not to seek after returns, seek after the right framework

If you are more focused on the results rather than the technique, if you are more worried over the closures than about the strategies, by then you have an attitude problem with respect to contributing. Remember, contributing is substantially more of getting the framework right. How you recognize stocks, how you screen stocks, what are the non-cash related parameters you consider, how might you impact on the channel and the boundaries of security, how might you incorporate a motivation by aligning your passage and leave levels; all these are a
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