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Introduction
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Does one need to be a financial expert to trade and invest? Absolutely not. One needs to learn the basics of the financial market and then learn what works for them and what does not. Are you someone who wants short-term investments with huge risks but even higher payouts? Or are you someone who would rather make long-term investments to retire comfortably? Would you rather actively have control over your assets or have a professional handle them at a cost? Investing has a lot of subsets and strategies that can be molded to suit the individual.

Investments do incur risks; however, those risks can be minimized with the right trading tools and proper help. Investors know that they will incur losses, which is why they ensure that their generated revenues surpass those losses. Making smart financial investments can be profitable both in the short and the long run. There is no perfect time to start investing, so anyone interested in investing can begin trading anytime. Financial securities like stocks and shares have many variations that can benefit anyone depending on their financial standing and investment goals. Also, stocks and shares are not the only options when it comes to investing in the market. There are bonds, mutual funds, precious metals, and even real estate that one could invest in to generate revenues. In addition, many trading strategies exist for each of the financial securities, meaning there is an investment option for everyone. 

So, want to tap into the world of investing but have no idea where to start? It might sound obvious, but in order to fully comprehend how investments work, we need to start at the very beginning and give definitions to all the terms that are going to be used persistently in this book. Learning the basics allows for a better understanding of the more complex notions of investing. It permits you, a future investor, to be fully comfortable with every aspect of the trade.
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Chapter 1: Investment Basics for Beginners
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What Is the Stock Market?

The stock market is a cluster of exchanges and markets that participate in the buying, selling, and trading of public and private company investment securities. Investment securities are tradable financials such as stocks, equities, and debt used to raise capital in both public and private markets with the purpose of retaining them for investment. These shares are almost always from public companies because private companies do not exchange their shares on the public stock market. Keep in mind that while private companies are not publicly traded, they still have shares that are kept and traded internally for their selective group of shareholders, such as employees. Let us return to the stock market. A country can have multiple stock exchange venues that follow the same regulations set in place by formal business institutions. In everyday dialogue, the terms stock market and stock exchange are often used interchangeably. However, a stock market is a collection of stock exchanges. For clarification, any market participating in the exchange of stocks and other financial securities is considered a stock market. In comparison, a stock exchange is the place where such trades are happening. For example, someone claiming they trade on the stock market means that they participate in purchasing and selling shares through one or more stock exchanges that the stock market encompasses. Some of the most popular American stock exchanges include NASDAQ and the New York Stock Exchange, which make up part of the American stock market. 

To fully understand the purpose of the stock market, imagine that you are window shopping for a pair of jeans. Thankfully, the area that you live in is packed with denim vendors eager for your money. They will compete with each other to offer their consumers the best price for their product. Because of this, you are offered a fair price and are able to peruse the options before making your choice. However, your friend Ben lives in a smaller town with only one denim vendor and is forced to purchase from that one vendor when he needs jeans. Similarly, the stock market is the meeting place of various options when it comes to shares and stocks. This abundance of financial securities ensures fair pricing, healthy competition, and trading security in a secure and controlled environment. With the use of modern-day technology, the stock market operates electronically, allowing for zero to low operational risk. 

There are various markets within the stock market that have different specializing characteristics, despite an occasional overlap in functionality. Two subcategories of stock markets include the equity market and the share market.



What Is the Equity Market?

As part of the stock market, the equity market refers to the buying and selling of ownership shares of public companies through the stock exchange. Therefore, the equity market does not deal with the exchanging of privately traded stocks. Both terms are synonymous in investing because purchasing a share of stock constitutes an equity interest in a company. Someone buying a stake in a company has the expectation to benefit from their investment, either through the price of the stock increasing or receiving a share of the profits. Just like stock markets, equity markets are an all-encompassing term for all global stock exchanges that pair public stock buyers with public stock sellers. The biggest examples of equity markets include the New York Stock Exchange, Hong Kong Exchanges, and Euronet Europe. The equity market is typically the stock market that people are the most familiar with, and at its core, it follows a free-market economic system. Public companies turn a profit by participating in the equity market and allowing investors to purchase ownership of the said company through shares. The number of shares an investor possesses determines the percentage of company ownership they have.

However, while the stock market deals with both public and private company stocks, the equity market focuses on public company stocks. Stocks are offered by buyers at prices and then sellers will bid for their specific prices, and when the two match, a sale happens. The price of an asset in the marketplace or its value determined by the investment community is referred to as the market value. This is easy to determine for exchange-traded securities like stocks. These stocks are considered liquid since they are easily bought, sold and traded, which influences their market value. For example, if there are a high number of investments in a company then the price of their stock will rise. On the other hand, an increase in investors selling their stocks of a company will decrease the value of their stocks. 

What Is the Share Market?

As previously discussed, the share market is a subset of the stock market that handles the purchasing and selling of shares, which represent a unit of ownership of whichever company the share comes from. The purchasing of shares permits companies to maintain their upkeep and allows investors to trade shares to profit. Since the exchange of shares also happens in an equity market, it is easy to confuse the two markets and their similarities. A difference between the two is that a shareholder, or someone investing in company shares, owns the shares of one specific company. In contrast, an equity stockholder is someone who buys stock in any company. Both are very similar but found in different categories of the stock market. 

What Is the Over-the-Counter Market?

Independent stock exchanges are called over-the-counter (OTC) markets, and just like their physical stock exchange counterparts, they exist all over the globe. These are decentralized markets in which the participants can directly trade stocks, currencies, and more without the need for a broker. They do not have a physical location; instead, all exchanges are performed electronically or over the phone. These are very different from auction-based market systems, where buyers and sellers both simultaneously compete in bidding and offering of stocks. The price of an exchanged stock through this system represents the lowest rate a seller is willing to sell and the highest rate a buyer is willing to spend. This kind of market has two types of


What Are Primary and Secondary Markets?




Who Are Brokers?





What Is a Demat Account?



Why Do Shares Fluctuate?


What Are Dividends?





What Types of Investors Are There?





What Are Sectors?



d2d_images/chapter_title_above.png





d2d_images/chapter_title_corner_decoration_left.png





d2d_images/cover.jpg
INVESTING

FOR BEGINNERS

How to Save, Invest and Grow Your Wealth
Through the Stock Market, Real Estate,
Index Funds, Precious Metals, and More.

JOEL JACOBS






d2d_images/chapter_title_corner_decoration_right.png





d2d_images/chapter_title_below.png





