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When you begin investing you may have a lot of questions. In this article we’d like to try to 
answer some of the most commonly asked questions about investing in stocks. 

Why trade stocks? 
When you buy a share of stock you are taking partial ownership in a company. It is a way 
for you to invest and potentially profit from owning a business without having to actually buy 
an entire company. Stocks that are listed on major exchanges are also very well regulated 
and have relatively low barriers to entry when compared to many other investment vehicles. 

What stock should I buy and how do I find it? 
As of when this is being written there are over 5000 publicly traded companies in the United 
States. That’s a lot of companies to choose from. The good news is that it doesn’t need to 
be that hard. Find an industry that you are familiar with or are interested in. Do some 
research to find out which companies are traded publicly and select one that is suitable for 
you to purchase. News, financial publications, and your personal experience are all good 
ways to start. Having a mentor who can help guide you would be invaluable as well. 

How do I actually place a trade? 
The mechanics of actually placing a trade will vary depending on your broker. Find a broker 
that you are comfortable with and get them to assist you with questions until you get used to 
doing it on your own. 

What broker should I use? 
There are three basic types of brokers. They are known as full service brokers, discount 
brokers, and deep discount brokers. 

At a full service broker you get a lot of personalized attention. The broker may give you 
recommendations or even manage your portfolio for you. The downside is that full service 
brokers are also typically very expensive. Discount brokers will not typically give you as 
much personalized attention but will gladly provide customer service and general tips as 
you need them. They are usually much cheaper to invest with. A deep discount broker will 
probably not offer much more than basic customer service. As a result a deep discount 
broker is usually the cheapest route. 

How much stock should I buy? 
This is an extremely personal question. It depends on many factors including how much 
money you have, your risk tolerance, your experience, and how much time you have. There 
are industry standards and guidelines that you may want to research before you begin. 

Should I consider ETF’s and Mutual Funds? 
ETF’s and Mutual Funds act as a basket of goods rather than one single good. There are 
advantages and disadvantages with them. The biggest disadvantage is that funds typically 
charge fees or have expense ratios in addition to your regular commission charges. The 
biggest advantage is that a fund is not normally as volatile as an individual security. 
Whenever you are considering an investment in a fund make sure you understand exactly 
what it is you are purchasing by reading the prospectus in full. 
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How do I control my exposure to risk? 
There is no completely risk free way to invest in stocks. You can limit your exposure to the 
risk in many ways. The first way is to not invest more than you can afford to lose. You can 
also make use of stop loss orders or use options to hedge your position. For help and 
guidance seek out a mentor who has experience or at least do your research before 
investing. 

 


