THE BASICS OFINVESTMENT

The Basics of Investment

Welcome to this beginner-friendly guide on the basics of investment.

Whether you're just starting out or looking to expand your financial knowledge, this training
will provide you with clear and practical insights into the world of investing.

By the end, you'll understand the stock market, dividends, how to choose the right company
toinvestin, ETFs, and the best investment platforms.

1. What Is the Stock Market?

Definition

The stock market is a marketplace where investors buy and sell shares (or stocks) of publicly
traded companies.

When you buy a share, you become a part-owner of the company.

How It Works



e Companies list their shares on stock exchanges (e.g., New York Stock Exchange, NASDAQ)
to raise money for business operations and growth.

e |nvestors buy these shares, hoping the company will grow and its stock price will
increase.

Key Terms to Know

e Stock Exchange: A platform where stocks are traded (e.g., NYSE, NASDAQ).

e Stock Price: The current market value of a share.

e Market Capitalization: The total value of a company’s shares (calculated as stock price x
total shares).

Why Invest in the Stock Market?

1. Grow Your Wealth: Historically, the stock market has provided higher returns than savings
accounts or bonds.

2. Passive Income: Some companies pay dividends, allowing you to earn money without
selling your shares.

3. Ownership: Investing gives you a stake in companies you believe in.



2. What Are Dividends?

Definition

Dividends are payments made by companies to their shareholders, usually as a reward for
investing in the company. They are typically distributed from the company's profits.

How Dividends Work

e Dividends are paid on a per-share basis. For example, if a company pays a $2 annual
dividend and you own 50 shares, you will receive $100.



e They can be paid quarterly, annually, or as one-time special dividends.

Benefits of Dividends

1. Passive Income: Regular payments to supplement your income.

2. Reinvestment Opportunities: You can reinvest dividends to buy more shares,
compounding your growth over time.

3. Stable Returns: Companies that pay dividends are often financially stable.

3. How to Choose the Right Company to Invest In

Investing in the stock market involves risk, but selecting the right companies can increase
your chances of success.



Here are the steps:

1. Research the Company

Understand the Business: Invest in companies you know and understand.

For example, if you use a company’s products regularly, that’s a good starting point.
Check Financial Health: Look at the company’s revenue, profit, and debt levels.

These are often available in the company’s financial statements.

2. Analyze Past Performance
Check the stock’s price history and the company’s performance during economic downturns.

Consistent growth over the years is a good sign.

3. Look for Dividends

Companies with a history of paying consistent or increasing dividends are often financially
stable.

4. Check Industry Trends

Invest in industries with potential for long-term growth (e.g., technology, healthcare,
renewable energy).

5. Avoid Emotional Decisions
Don’t buy stocks based on hype or fear.

Base your decisions on data and research.



4. What Are ETFs?

Definition

ETFs (Exchange-Traded Funds) are investment funds that trade on stock exchanges, similar to
stocks. They are a collection of stocks, bonds, or other assets, offering diversification in a
single investment.

Why Invest in ETFs?



1. Diversification: Spread your investment across multiple companies or industries to
reduce risk.

2. Low Cost: ETFs often have lower fees compared to mutual funds.

3. Accessibility: ETFs are easy to buy and sell on stock exchanges.

Types of ETFs

Stock ETFs: Focus on stocks from specific industries or regions.

Bond ETFs: Include government or corporate bonds.

Dividend ETFs: Focus on companies with high dividend payouts.
Thematic ETFs: Target specific trends like clean energy or technology.

Example

e S&P 500 ETF: Tracks the performance of the top 500 companies in the U.S. This is a great
starting point for beginners.




5. The Best Investment Platforms

Choosing the right platform is essential for a smooth investment experience. Here are some
of the best platforms for beginners:

1. Robinhood

e Why It’s Great: No commission fees, user-friendly app.
e Best For: Beginners who want to invest in stocks and ETFs.

2. Fidelity

e Why It’s Great: Comprehensive research tools, no account fees.
e Best For: Long-term investors and those seeking retirement accounts.

3. Vanguard

e Why It’s Great: Low-cost ETFs and mutual funds.
e Best For: Investors focused on ETFs and index funds.

4. EXTRADE

e Why It’s Great: Intuitive platform, educational resources.
e Best For: New investors who want to learn.

5. Charles Schwab

e Why It’s Great: No commission on stocks and ETFs, strong customer support.
e Best For: All-around investors, including beginners.

6. TD Ameritrade

e Why It’s Great: Advanced tools, robust education for beginners.
e Best For: Investors who want to learn and grow.

7. Wealthsimple

e Why It’s Great: Simplified investing, automated portfolios.
e Best For: Hands-off investors.

8. Acorns

e Why It’s Great: Rounds up purchases to invest spare change.
e Best For: Beginners who want to start small.

9. Webull



e Why It’s Great: No commission fees, great mobile experience.
e Best For: Tech-savvy beginners.

10. SoFi Invest

e Why It’s Great: No fees, free financial planning.
e Best For: Beginners looking for guidance.

Conclusion

Investing is one of the best ways to grow your wealth and achieve financial freedom. By
understanding the stock market, dividends, and ETFs, and by using the right platforms, you
can start your investment journey with confidence. Remember, the key to successful
investing is to start small, stay consistent, and keep learning.

Now that you have the basics, it’s time to take action. Start researching companies, open an
account on an investment platform, and make your first investment. The sooner you start,
the sooner you can grow your wealth.

Happy investing!



