Secrets to Successful Stock
Market Investing

Introduction
What is holding you back from living your dreams? For
many people, it is a lack of money. Most people get
caught up in living their life, doing the typical things that
other families do. They go to work at a job that they
don’t particularly care for, running the kids around to
various sporting events and building up a fair amount of
debt. This debt limits their ability to live their dreams.
They are now living paycheck-to-paycheck, just like the
rest of society.
Well, you have the power to change all of that. The
power comes from a little bit of self-discipline and the
stock market. I am sure that you have heard of Warren
Buffet, Jeff Bezos, Bill Gates, or Elon Musk. These are all

people that have become super-rich because of the
stock market and we have come to envy them. They
have become successful because of the product or
service that they have developed, which makes us think
that we need to invent something or start a business
and build it into an Apple or Amazon size company. This
is far from the truth.
You can become successful by investing in the stock
market. Someone has already built the company and
you merely invest in it. Granted you will not achieve the
amount of wealth that these titans have achieved,
however it is very possible to become very wealthy, live
your dreams, quit your mundane job and travel the
world, all without worrying about a lack of enough
money.
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Disclaimer
Everything that you do in life has a certain amount of
risks and this also includes investing in the stock market.
Investing does not occur without risks. In this book, we
will present information that may be used while
investing in the stock market. Depending on the amount
of risk that you are willing to take, you may or may not
achieve similar results. Investing is risky and results are
not guaranteed. While taking these risks in the stock
market, you agree to hold Stonehouse Productions, LLC
harmless. You assume all risks.
With that being said, the most important piece of
information that I can give you is:
Never invest money that you can't afford to lose.
If you are willing to take some risks and live your dream,
let’s continue.
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Reasons why people don't invest
Over the years, I have heard many stories of the
reasons why people haven’t invested in the stock
market. Everyone that doesn’t invest has their own
reasons and they truly believe that they are correct
in their line of thought.
One of the biggest reasons why someone won’t
invest in stocks is because of fear. Often, this fear
stems from a story of a friend that had invested in
stocks and lost money.
While this story could be true, the friend probably
lost some money, fear took over his or her thought
process and he withdrew his investment from the
stock market. This resulted in a loss, and a really
bad story that he passed along to his friend
spreading fear.
This example of fear leads us to the second reason
that people don’t invest in stocks,
misunderstanding.
On any given day the stock market goes up or
down. Various factors affect the price of a stock
and it will vary from day to day. So, when the
friend invested in the stock and the stock’s share

price fell, that is a day to day price variation in the
price of the stock. He may have bought the stock
at a high price and the stock price fell over a few
days, so fear set in and he withdrew his
investment. However, when other investors are
confident in the price of the stock, they purchase it
causing the price of the stock to rise. This is where
the misunderstanding lies. No companies stock
price rises every day.
Another reason that someone may not invest in the
stock market is that they are simply uninformed.
They may not have had the benefit of a trusted
friend or mentor to offer sound advise to them.
Even though nearly everyone has heard of the
stock market, they may not know anything about it
or how it works. By reading this book, you can
easily cross this reason off of your list.
By far, the biggest reason that someone doesn’t
invest in the stock market is due to a lack of
money. I know that I am going to upset some
people when I say this, but when you say that you
don’t have any money to invest, you are just
making an excuse. EVERYONE has some money to
invest.
I know, you have too many bills, your job doesn’t
pay enough, your kid’s dance club dues are coming
up, your car needs some new tires, you have to
buy presents for an upcoming birthday. Really, all
that you are saying is Blah, Blah, Blah.
Everyone has those same types of situations
occurring in their lives. The difference between the

people that are making it in the stock market and
everyone else is, that those who are making it,
don’t make excuses.
Now that we have got the issue of making excuses
out of the way, let’s get to making a change. Get
some seed money.

Seed money
Before you can invest in the stock market, you
need to have some cash. It doesn’t take a lot of
money to get started. The important part here is
that you get started as soon as possible, because
you need time for your investment to grow.
Seed money is your initial investment of cash. You
can begin your investment in the stock market with
only $500.00 or less. For our discussion here, we
will aim for raising $500.00 for your first
investment.
There are literally a million ways to get the seed
money. Some of these methods of raising cash are
a bit unconventional, but easily accomplished. You
can choose from one or more of these methods to
raise your seed money.
Taking another part-time job is a great way to raise
some seed money. Many employers have a need
for either part-time or seasonal employees. During
the holiday season, summer vacation season or on
busy weekends, some companies need employees
to fill a gap in their staffing needs. Check with
lumber yards, home goods stores, vacation

sporting rental stores or convenience stores for a
part-time job. Most of these companies will work
around your schedule. These jobs may only pay
minimal wages, but while working just a few hours
each night or a day on the weekend, in just a
couple of months you can easily earn the $500 for
the seed money.
In most areas, you can pick up some extra cash by
driving for Uber or Lyft. The demand for more
drivers, seems to be constantly growing. You can
set your own hours and earn the seed money in a
month or two.
One way to raise a lot of cash is to take out a
home equity loan using your house as collateral.
Many people have equity built up in their house
and don’t realize it. If you have made payments on
your mortgage, or if the value of your property has
increased, as it does in certain metropolitan and
resort markets, you have equity in your property.
You can borrow money from a bank using this
equity as collateral for the loan. This method may
allow you to raise a large amount of money to
invest in the stock market. The equity loan may
carry an interest rate of about 4-6%, depending on
your credit rating and the bank.
Another conventional approach to raising some
investment cash is to use a line of credit. You may
already have a line of credit established for you.
Many banks will set up a small line of credit for a
customer when they purchase a property and take
out a mortgage. The idea behind establishing the

line of credit is that it allows the home owner to
have some available cash to make improvements or
repairs to the property without taking out another
loan. Typically, the interest rate on a line of credit
is slightly higher, around 6-8%.
Don’t take offense here, but you can always sell
something. Take a look around your house. You
are sure to find possessions that you could sell.
Check in your garage, basement and attic for items
that are no longer used. You might find items such
as furniture, tools, decorations, clothing or
electronics that you no longer use. Everyone has
some of this kind of stuff lying around. Get rid of it.
You can list it on Craigslist, Facebook’s
Marketplace, or some other online outlet.
While you are rummaging through your house or
apartment, set aside all of the unused smaller
items that you find. Most of these items may not
raise a large amount, however collectively they
may raise enough for you seed money. Hold a yard
sale and spend one day selling all of these items.
Some items may only bring in $.50, but collectively,
they can raise a few hundred dollars in a day.
I know that there are many coffee lovers that will
be reading this book. I am also one of those
people. This is one of the methods that I used to
raise my initial seed money. Cut out the morning
stop for the fancy lattes. Instead of stopping for my
morning latte, I took a few minutes each morning
to make my own.

I first started by brewing a pot of coffee at home
and let it cool off. I poured it into a Tupperware
container and saved it in the refrigerator. My go-to
latte had always been mocha, so I bought a half
gallon of chocolate milk and a shaker. I mixed
about 40% coffee to 60% chocolate milk in the
shaker. I added some extra hot chocolate mix and
some sugar. Wallah, I had my latte while saving
about $3.00 per day.
Eating out each day at lunch time can be another
huge overlooked expense. Whether you grab a
quick burger at the fast food joint or swing by the
street-side café with a couple of coworkers, what
seems like just a few bucks quickly adds up to
hundreds of dollars per month.
Instead of eating out for lunch each day, carry your
lunch to work. Packing a lunch from home takes a
few minutes to get ready and can save you big
dollars in a couple of months, thereby providing
you with your seed money.
Another way that I have used, and still do, to save
seed money is at the end of each day I pull the
cash out of my pocket. I look though the crumpled
wad of bills and pull out any $5 bills that I find in
the stack. I place them in a wooden box that I
have sitting on top of my nightstand. If you only
find two per week, and you save them, then you
have raised your seed money in less than one year.
Turn a hobby into cash. Most people have a hobby
or interest that they have developed or are in the
process of developing. Your hobby may be painting

landscapes, photography, woodworking, baking,
cosplay, metalworking, or maybe craft making.
Regardless of your favorite hobby, there is a way to
turn it into a cash machine. With the birth of the
internet, any hobby can now be turned into a
legitimate business. The internet provides the
audience, the marketing tools, the sales platform
and the payment system for you.
You can now take your handcrafted copper serving
trays, handsewn dolls or homemade fudge to
market in a variety of ways. You could list them on
Etsy to sell them, or you could sell them in an
online marketplace, such as Facebook’s
Marketplace.
Additionally, for a few added dollars, you can set
up a website through Wix or Shopify, where they
handle the E-commerce and payment from the
customer, allowing you to concentrate on
developing your products to raise your seed
money.
There are also a wide range of domestic
responsibilities that you could take on. There is
usually a need for someone to mow lawn, shovel
snow, clean house or walk a dog. Just get your
name out there to the neighbors and begin to build
a network of clients. You will soon have your initial
investment money.
Finally, you can always hustle items. Often times,
you can go to an auction or yard sale and find
items to hustle. Hustling is the process of buying

items cheaply and finding a different outlet where
you can sell them for a higher price. Again,
Craigslist and Facebook’s Marketplace can be a
great way to sell items that you were able to pick
up at a discounted price. This method may take
some leg work to pull off, but could also net you
some huge profits.
Find a method that you can make work for you.
Raise your seed money and quit making excuses.

The Power of Positivity
Being a firm believer in the power of positive
thinking, I quickly realized a few things when I first
considered investing in the stock market. I knew
that if I were to succeed in the stock market that I
would first have to picture myself succeeding.
I would have to minimize any obstacles in my way
and I would have to continue to think positively,
even on the days that the market slumped.
To address the first consideration, I needed to take
a day or two to reflect on my life and think about
what I would consider to be a success in the stock
market and also in my life and dreams.
After some introspective thought, I realized that I
didn’t need to become a titan of the financial world
to consider myself to be successful. I found that I
would consider myself to be successful, if I could
live life on my terms and not be a slave to the
grind of a regular job, requiring a huge amount of
my time. I wanted the freedom to travel and the
time available to work on some side projects that I
had an interest in.

To minimize any obstacles that might occur, I
decided that I needed to approach this venture into
the stock market by being prepared. I needed to
do some research and prepare for any potential
obstacles.
I took a look at my current finances and decided
that I could minimize my risks by cutting some
costs in my life. I found dozens of ways of cutting
out the fluff, but I will have to save them for
another book.
I also checked into the stock market, its’ trends,
returns and risks. I researched the leading online
trading platforms and decided that I was willing to
face any obstacles.
The power of positivity helped me to deal with the
daily ups and downs of the stock market. When
there was a down day in the market, I knew that
keeping positive thoughts in my head would help
me to make it through these rough periods.
Positivity, I found would also limit my involvement
in the stock market. You ask, why? Wouldn’t
positivity tend to make a person more aggressive in
their investing strategy? You are partially correct. I
would be very aggressive, except for one thing,
stock options.
Stock options allow an investor to bet against the
success of a company through the use of “puts”
and “calls”.

Betting against the success of a company goes
against my thought process. In order for me to
succeed in the stock market, why would I invest in
a company hoping that the stock price would go
down. It is just counter-intuitive to me. For that
reason, stock options will not be covered in this
book. There are plenty of other books that will
teach you about stock options.

The Power of Compound Interest
Many people have simply given up on the idea of
saving money. When they save some money and
deposit it into their bank savings account, they fail
to get the results that they desire.
Now days, banks are typically paying out an
interest rate of less than .25%. Online savings
banks, typically pay 3-4 times higher interest rates
than traditional bank savings rates, however they
still fall way short of fulfilling anyone’s investment
desires.
While doing some quick math in your head, you
may be thinking that you have now saved the
$500.00 in seed money, but even if you repeat the
same process every year for 30 years, you have
only been able to amass a total of $15,000. This
probably is not enough money to achieve financial
freedom, fulfill your life’s dreams or even buy a
vacation in 30 years.
A while back, my family was doing some research
on our ancestry. Through this process, I found out
that I am a direct descendant of Benjamin Franklin.

Yes, the guy that flew the kite and discovered
electricity.
Uncle Ben, as I refer to him, was an inventor,
businessman, researcher, writer and many other
things. As I was researching Uncle Ben and our
ancestry, I learned a lot about him, his childhood,
careers, his role in the founding of America and
establishing the principles, laws and rights of the
people.
He also founded the first library, the University of
Pennsylvania and held the position of Postmaster
General. He was a member of the Freemasons and
studied many scientific ideas.
Even with all of the great discoveries that Ben
Franklin made, there was something that he
discovered that very few people know of. Benjamin
Franklin proclaimed that the most powerful thing in
the world is the power of compound interest. Let
that sink in for a bit.
It was such a powerful discovery for him that upon
his death he bequeathed $4,400 to each the cities
of Boston, his hometown, and Philadelphia in the
form of a trust that still exists today.
What is the power of compound interest? It is the
act of making interest on the interest that you
already made from an investment. In other words,
when you take your $500.00 seed money and
invest it, you can earn money on your original
investment, then that earned money is added to
the original investment and again you earn more

money on both the original investment and also on
the earned money. This is exponential growth, or
compound interest.
Below is a graph that depicts the power of
compound interest. In the following graph, we take
your $500.00 seed money and we invest it,
receiving 18% interest per year and we add
$600.00 per year for a duration of 30 years.
So, during the 30 years, your total investment
which started with $500.00 has grown to more
than $800,000.00. This is the power of compound
interest, earning interest on top of interest.

If we advance the timeline out to 52 years, as in
the next graph, that same investment has now
grown to more than $29,000,000.00.

It all starts with your $500.00 initial investment.
Just think what would be possible if you could start
with a larger amount, like let’s say $10,000.00.
If you make an initial investment of $10,000.00
and add $600.00 to it each year for 30 years with
an investment return of 18%, you get an
astronomical amount of over $100 million.

Are you ready to sell that extra car yet? Or maybe
give up that yearly vacation, just once?
As you can clearly see, the power of compound
interest can build real wealth over time.
One very important side note about the power of
compound interest is that it also works in reverse.
When you take out a loan or use a credit card with
an 18% interest rate, the lender is using your
money to make themselves wealthy. Look at the
amount of interest that you are paying on that loan
or credit card. Are you mad yet?

Opening an account
Now that you have saved your seed money and
can see the potential returns that are available in
the stock market, it is time to open an account.
There are a number of choices available at this
point. In order to get into the market, you will need
to open an account, which can be achieved either
at an investment broker’s office, a desktop
computer or on your mobile phone.
I prefer to stay away from investment brokers.
Brokers earn a commission based on their
recommendation of a stock to you, or to assist in
managing your account. They charge anywhere
from 3 to 6% when you purchase the stock and
again when you sell it. They had better make some
excellent recommendations in order for you to get
much in return.
With your $500.00 seed money, the better options
would be to open an account with one of the online
trading platforms, such as TD Ameritrade, E-Trade
or Charles Schwab, for example.

With these online trading platforms, there are
many benefits to using them. One of the major
benefits is that most of them have eliminated the
trading fees for any online trades.
Also, at your fingertips, they provide you with the
necessary research tools to make your own stock
choices. All of these platforms, either desktop or
mobile, provide you with charts, news, key
statistics, analyst ratings, company financials and
historical performance reports, allowing you to
make educated stock purchases.

Download one of these trading platform apps and
follow the instructions online. They require the
usual basic information, similar to the information
that a bank requires to open a savings account.
You typically can have your account open and
trading within an hour or two.
With $500, you can get started investing in the
stock market immediately. There are also some
options that you can use to fund your account,
such as connecting it to a bank account, or using a
credit card to get started.
When they receive your initial deposit, it will be
deposited into a cash account, ready for you to
make your first stock purchase.
There are also some apps available that will permit
you to start trading with less than $500.00. Check
the app store for investing apps, such as Acorns.

Growth Versus Dividends
Generally speaking, there are two types of stocks
to invest in. There are growth stocks and there are
also dividend paying stocks.
A growth stock is intended to do just that, grow.
Meaning that the price of the stock is intended to
grow in value as the company grows. This is the
type that comes to mind when most people think of
stocks.
In theory, as the company grows, its’ value grows
which is reflected in the share price of the stock. In
most instances throughout this book, we will be
referring to growth stocks.
The other type of stock available for purchase is a
dividend-paying stock. Many companies will pay a
dividend, which is a payment to you based on the
number of shares that you own.
Most dividends are paid quarterly and are typically
stated as an annual dividend. Dividends are also
listed as a yield percentage, which is the dividend
amount divided by the stock price and expressed
as an annual percentage.

Growth stocks may also pay a dividend, although
they are usually a small percentage, typically less
than 3% per year. Throughout this book, we will
discuss dividend-paying stocks, as stocks that pay a
dividend that equals more than 4% yield.

The reason that we differentiate between growth
stocks and dividend stocks is that a growth stock’s
price, generally rises quicker than a dividendpaying stock’s price. This is due to the larger
dividend-paying stocks need to reserve the capital

in order to pay out the dividend to the
shareholders, instead of having that same capital
available for reinvestment in the company.
We will discuss the advantages of dividend-paying
stocks in more detail later in this book.

Getting to the nuts and bolts
As you begin to delve into the stock market, you
will soon discover that there are many terms that
are unfamiliar to you. Don’t get caught up in the
swarm of investment terms.
You don’t need to know everything about a
company and its’ stock offering in order to be
successful in the market.
Early on, I have invested in some companies that I
didn’t even know much about the products or
services that they offered. I merely bought their
stock based solely on some of the key indicators
that I tend to look for in their statistics. Although I
don’t recommend that you do this, I have found
that in doing so it proved to me that the numbers
don’t lie.
Now, knowing that I can trust the numbers, I focus
on the fundamentals. There are a few key statistics
that I watch closely, and also a few that may sway
my decision one way or another. We will take a
closer look at the key statistics in the next section.

I have also learned through trial and error that I
should focus my investing efforts toward sectors
that I understand.
Sectors are a term used by the financial and
investment institutions, to define the type of
business that a company is involved in. Some of
the common sectors include utilities, healthcare,
materials, industrials, energy and information
technology.
Based on my previous career experiences and my
investing interests, I have learned that I,
personally, don’t care to invest heavily in the
healthcare or the energy sectors.
I just don’t know enough about these types of
companies to feel comfortable in holding them. You
may feel more comfortable in investing in sectors
that you are familiar with.
One of the key pieces of information available to
the investor is the historical charts of the stock
price. These charts reflect where the stock price
has been.
Using these charts, has helped me to see where
the stock price has been, and maybe more
importantly, potentially where the stock price may
be going.

Some companies stock price may follow the same
trend each year. It may be a company that is
highly affected by the consumers seasonal buying
cycle.
Other companies stock price may have climbed
extremely high when initially offered to the public,
only to crash in a short time. However, that same
companies stock price may trade at a very low
price for many years and then slowly begin to gain
traction.
For these reasons, I tend to look at the long-term
charts. All of the trading platforms display the

charts for each stock offering. Some of these
platforms may display the chart as far back as 10
years.
For even longer term historical charts, I prefer to
use the Barchart app, which typically goes back as
far as 20 years.

Key Statistics
When looking at the information available about a
company’s stock offering, the investor will soon
discover that there is no shortage of information.
But, where do you start and what information is
important?
Let’s take a look at some of the key statistics, their
meanings and why I find them important when
considering buying shares of stock.
The first statistic that I look at when considering a
purchase is the P/E ratio. The P/E ratio is the
company’s current stock price per share divided by
its’ latest earnings per share. Why is this so
important? There are two reasons that I take this
statistic seriously.

First, if the P/E ratio is too low, that could be an
indicator that the company is underfunded and
doesn’t have enough revenue and cash flow to
grow.
If the P/E ratio is too high, it could mean that the
company is overvalued. If a company’s stock is
overvalued, then investors could withdraw and the
stock price could drop significantly.
Generally, I like to see a company’s P/E ratio
between 12 and 30. This does not mean that a
company with a P/E ratio outside of these
parameters is not a worth while buy. It merely

means that I will look more closely at some of the
other leading indicators.
Early on, I was curious about the meaning behind
the historical volatility and how it would affect the
price of a company’s stock. After doing a fair
amount of research, I have learned that if the
historical volatility is too low, then the price of the
stock moves too slowly to get a good return on
your investment. On the other hand, if the volatility
is too high, then the share price can make huge
gains, but also take huge losses.

Typically, I like to invest in companies with a
historical volatility between 30 and 60 percent. If
you don’t feel like taking much risk, then you may
want to look at companies that are on the low end
of the range. With the right timing, stocks that run
on the high end of the range can make some
significant short-term returns.
Another key statistic that I take a good look at prior
to making a purchase of stock, is the 52-week price
range. I like to see where the stock price lies in
relation to where it has been recently. This helps
me to determine how fast this stock price has
moved in the past year.
Generally, I would like to see this number about
10% below it’s 52-week high. If so, this leads me
to believe that the stock is growing, but has just
recently taken a small hit and could be a good time
to buy it.
I also consider the Market Cap. This is the total
valuation of the company. To me, this is important
because a large company is going to attract the
attention of other investors and also will be
routinely in the news, whereas a small company
can often get overlooked by serious investors. If
the stock doesn’t attract attention, then it is not
likely to garner any investors and grow.
The last item that I take into consideration before
purchasing a stock is the analyst ratings. Analysts
rate a company’s stock on a scale from strong sell
to strong buy. The analysts have done an in-depth
analysis of the company and rated them.

I don’t put a lot of weight in the analyst ratings,
unless there are at least 5 analysts for the current
quarter, however the rating can help in determining
the faith that the analysts have in the company.
Since, the rating is based on the previous quarter’s
earnings, I consider them to be a long-term
opinion. For short term opinion, I use the Barchart
opinion for analysis of a stock under 90 days.

Since I am not an accountant or a financial analyst,
I have narrowed my research to these five key
statistics: P/E ratio, historical volatility, 52-week
range, market cap and analyst ratings in order to
make safe but informed purchasing decisions.
In no way does this mean that the rest of the key
statistics are not relevant, it means that I have
found that these five stats give me the information
that I need without delving into the company’s
books.
You may find that there are some other key
statistics that you may want to consider prior to

investing in a company. Some other key statistics
worth consideration are the dividend, volume,
historical returns and the recent performance
report.

Researching a Stock
Now that you know the basics of the stock market
terms and key statistics, it is time to do some
research.
Some questions immediately come to mind such
as: Where do I look, what company do I buy, etc.
Start with your trading platform. Each app has a
research tool built into it. With the research tool,
you can find all of the key statistics, plus any
recent news, daily charts and the analyst ratings
about a company.
These apps also include tools that allow you to add
a company to a watch list, which is convenient.
This allows you to watch a stock that you are
interested in purchasing. You may want to watch it
for a few days to see how it reacts to the market
conditions.

These trading platforms also allow you to watch
the major market indices, market movers and
industry sectors. IPOs, dividends, earnings and
stock splits are also reported here.

You now know how to use the tools to research a
company stock, but with all of the companies
available, how do you choose one?
Start with companies that you know, companies
that you have heard of, or companies that are in
the news. Pick a company that is familiar to you,
like possibly Microsoft, Nike, Tesla, or even Dell.
They are all companies that you have probably
heard of and are regularly in the news.
Type their name into the search bar on your
trading app. Now, become familiar with their key
statistics, charts, news etc. Add them to your watch

list and see how the stock performs for a week or
two. How does it react to the market? How does it
react to any company or industry-related news?
As you go about your day, take notice of
companies that are in your sight. These companies
may be possible buys for you.
Maybe on your drive to work every morning, you
drive past an equipment manufacturer, or an
automobile dealership. Look them up on your app.

Maybe you shop in a certain place and see some
new expansion taking place. What stores are filling
those new storefronts? Is there a new restaurant
chain that seems to be all the buzz these days?
Look them up on your trading platform to see how
they are performing.
Talking to friends may strike up a conversation
about companies, products and services that may
be worth checking out.

Pick up a copy of the Wall Street Journal and
become familiar with it. Check to see which
companies commonly make the headlines. Watch
to see which industries or sectors dominate. How is
their stock value affected by the news?
These are all ways of researching a company
before a purchase. Look for hidden gems or
undervalued companies.

Picking your first stock
Your research has led you to this point. You have
dug into the key statistics, read the news, and
chose your favorite company stock.
You are now ready to make you first stock
purchase. You should feel confident in your
purchase. If you are not feeling confident at this
point, take some time to do a little more research.
Ask yourself what is making you doubt yourself,
then return to your trading platform and find your
answer in the provided company information.
With your newly-instilled confidence, you are now
ready to make your first purchase, but first take a
moment to smile as you take your first real step to
financial freedom.
Go to you trading app and select your preferred
stock. Hit the trade button with confidence and you
will see a screen where you will make your first
actual purchase. This screen creates an order that
is executed through your app provider. This is
where the stock is purchased.

Here you have a few options when purchasing a
stock. You can purchase at the market price or set
a limit price.
When purchasing at the market price, you are
buying the stock at the current market price as the
order is pushed through.
If you set a limit price, you are telling the market at
what price you are willing to pay for the stock,
however your purchase may not immediately go
through as an order. The stock price would have to
reach your limit before the purchase is actually
executed.
For your first stock purchase, I would recommend
that you stick to market pricing. This way you will
know that your purchase will be executed
immediately.
You will also have the choice of have many shares
of the stock that you would like to purchase. Keep
in mind that you are starting with your $500.00
seed money and that you don’t want to attempt to
purchase more shares than you can afford to buy
with that seed money, as this will create what is
called a margin gap.
A margin gap means that you have over-extended
your account credit and you are borrowing money
to cover the margin gap. You will have to repay
this money in your margin account. Please check
your total purchase amount before executing the
trade order.

When getting started, I recommend that you save
about 20% of your seed money in your cash
reserve account.
So, for your first purchase, assuming that your
seed money is the $500.00 that you saved, I would
purchase only $400.00 worth of your first stock.
The reason that I recommend keeping 20% in your
reserve account is that if the share price of your
first stock purchase would fall, then you still have
some reserve capital to work with in order to
correct your purchase, which we will cover in
Chapter 12.
Let’s continue. For demonstration purposes, let say
that you just bought stock in company X. The share
price is $16.00 per share and you just bought 25
shares for a total of $400.00. This leaves $100.00
in your reserve account.
You may anticipate that the price of the stock will
rise to $20.00 per share and at this point you
intend to sell it. At that point, the value of your
shares would be $500.00 plus the amount of
$100.00 in your reserve account, for a total
account value of $600.00. In doing so, you would
expect to make a profit of $100.00, netting you a
nice return on your investment of 20%.
You now own a very small piece of a company.
Let’s watch it now.

Monitoring Your Results
You made be excited, now that you have made
your first stock purchase. Contain your enthusiasm
a bit. This is the time for patience and vigilance.
Watch closely during the first month to see how it
reacts as the market moves.
Does it react to the market as you had expected?
Does it rise in value when the market goes up? Has
there been any news during the week that may
have had an influence on its’ share price?
Watch the share price at least once per day and
compare it to any company or industry news to see
how it has been affected by it.
Has there been an earnings announcement? Have
the analysts raised or lowered their rating of the
company? Has the company gained any market
share? Has it introduced any new products or
services?
Remember, on any given day a stock’s price may
go up or down, sometimes for no apparent reason.
The share price does not always go up just

because the market went up. Take note of these
conditions. As one sector seems to dominate the
news for the week, shares of companies in this
sector may rise or fall, while other sectors may
perform very differently.
This is a time to remain calm. Historically, the stock
market rises faster than inflation. Reassure yourself
that you made the correct purchase and that you
are confident in your purchase.
Remind yourself of Uncle Ben’s discovery of the
power of compound interest. Continue to be
vigilant in watching your stock.
Take a deep breath before moving on to the next
chapter where you will learn how to make any
necessary adjustments.

Making Adjustments
In this section we will cover the basics of making
adjustments to your stock purchase. This is also
where there is the most potential for growing your
wealth.
Read and digest this section carefully. It is through
this process that I have been able to grow my
account exponentially.
If, after monitoring your first stock purchase for a
while, you may see it rise or fall and may need to,
or want to make some adjustments. Are you still
feeling confident in your purchase? If you are then
you may want to do the following.
If the share price of your stock falls, you may want
to purchase more shares of the stock. Although this
may seem counterintuitive, it can be very
productive.
In our demonstration, you bought 25 shares of
company X at $16.00 per share for a total of
$400.00.

Let’s say that your shares have dropped in price to
$10.00 per share. This makes the value of your
shares equal $250.00.
If you were to sell your shares at this price then
you would take a $150.00 loss in the value of your
investment. When investors do this, they take a
loss and end up with a bad story about the stock
market that gets passed along to friends, causing
fear and misunderstanding.
Instead of selling your shares and taking a loss, it
may be time to double down. The drop in the share
price may be an indicator to other investors, that
have done their research and have been sitting on
the sideline, that now is their turn to buy the
company’s stock.
Before making a move, ask yourself a couple of
questions first. Do you still have confidence in your
purchase of the company’s stock? If so, be patient
and wait to see if the share price has bottomed
out. This may take a few days to a few months,
depending on the news that caused it to fall.
When you are confident that the share price has
bottomed out, it may be time to purchase more
shares of the stock. This is called doubling down
and this is also the reason that you have saved
some of your cash in your reserve account.
Now, if you use your $100.00 from your reserve
account to purchase more shares of company X,
your overall return increases quicker. So, your

$100.00 now buys 10 more shares at $10.00 per
share.
You now have a total of 35 shares for a total
investment of $500.00, equating to an average
share price of $14.29 per share. Now when the
share price recovers to $16.00 per share then your
$500.00 investment is now worth $560.00. You just
made a move that netted you a 12% return on
your investment.
Now when the price of the stock climbs to your
anticipated selling price of $20.00 per share, then
the value of your shares is $700.00, netting a profit
of $200.00. This $200.00 equates to a 40% return
on your investment.
By doubling down, you have just made twice as
much profit as you had originally expected to earn.
Instead of profiting $100.00 with a return on your
investment (ROI) of 20%, you have gained
$200.00 with a ROI of 40%.
Large declines in the overall stock market can also
be a great opportunity to capitalize on the market.
Some of the best investors made huge gains in the
stock market during the recession of 2009. They
didn’t jump out of the market due to fear, as many
other people did.
Instead, they waited until the market bottomed
out, and then they doubled down, and quickly
recovered any losses. When the rest of the

investors jumped back into the market, those that
had doubled down, gained huge profits.
There is a phrase about the stock market that says
“A rising tides raises all ships.” This phrase means
that as a whole, when the stock market goes up,
that the stocks also go up. In order to ensure that
your account value doesn’t sink, you will need to
diversify, which leads us to the next section.

Diversifying Your Portfolio
You have purchased your first stock in company X,
monitored its’ results and have made adjustments
to it, but there is more.
Now, it is time to diversify your portfolio.
Diversifying your portfolio is purchasing stock in
more than one company.
Some investors hold shares of stock in as many as
100 different companies. Holding shares of that
many companies can become a full-time job just
researching and monitoring all of them.
As my account value grew, I began to diversify my
holdings, and have found that holding from 5 to 10
different stocks in my portfolio provided the results
that I wanted and safety that made me
comfortable.
There are a couple of reasons why you should
diversify your portfolio.
First, diversifying your stock portfolio provides a
level of safety. When you hold shares of a few
companies, if the share price of one of the

companies falls, it can be balanced out by the
rising share price of the other companies. This
minimizes any risks.
Secondly, you can take the gains from the stocks
that have risen in value and use them to make
adjustments to other stocks that have fallen, or to
purchase shares of another company that you see
as an opportunity.
I have frequently used this technique to expand
and diversify my stock portfolio.
I like to hold a variety of stocks from different
sectors to provide the needed diversity. With my
life experience and career, I am comfortable
holding shares of companies in the manufacturing
sector, however I also routinely include some
shares of companies involved in banking,
transportation, information technology and
business services.
Your life experience may lead you to lean toward
diversifying into healthcare, utilities, energy,
communication or consumer staples.
Keep in mind while diversifying that if you hold
shares of too many different companies then you
may be limiting the overall growth of your account,
by spreading your money too thin. You may not
see sufficient growth and will spend so much time
trying to monitor all of them.

Measuring your success
How do you measure success? The answer to this
question will be very different for each person that
is reading this book.
Before we address this question, keep in mind that
the fact that you are saving money is success. In
section 2, we showed you how to save the seed
money that is necessary to get started in investing
in the stock market. Now run with it.
You have also learned the power of compound
interest and how it accelerates your growth. Uncle
Ben was certainly onto something when he
proclaimed that the power of compound interest
was the most powerful thing on earth.
Success, according to the Oxford Dictionary, is the
accomplishment of an aim or purpose. Everyone
has a different aim or purpose.
In investing, I would consider the upward growth
of your portfolio to be a success, however there is
another part of the equation that we need to add
when we measure success. That other factor is

time. Success does not happen overnight, but if
you see a steady upward growth of your stock
portfolio, over time you have achieved success.
Patience is a virtue.
A simple formula used to measure the success of
your investment is the amount of your profit
divided by the amount of your contributions,
reported as a percentage.
Using our example of company X’s stock purchase,
we would use the following formula:
Your profit of $200.00 divided by your contribution
of $500.00 = 40% return on your investment.
Of course, there are other variables that need to be
factored in, such as time, withdrawals and
dividends.
Although your results may vary, it is possible to see
returns of over 100% in one year. I certainly would
not expect this kind of return.
However, with the right investing techniques it is
quite possible to achieve regular returns of 15 to
40%. This is much better than the .25% returns
that are offered on savings accounts by the banks.

Keep adding to your balance
Once you have experienced positive returns on
your investment, you may begin to become excited
with the possibilities that lie ahead of you, and with
good reason.
As we have explained, with the power of compound
interest, it is possible to grow your account with
the rise in the value of your shares of stock.
It is also possible to grow the value of your account
by adding more contributions to it. You have
learned how to raise the seed money for your initial
contribution. Now, repeat the same process of
raising seed money each year, or maybe even
every month. Add this seed money to your account
to purchase more stocks.
If you initially invest $500.00, without adding any
extra contributions to it, and receive an average
annual return of 20% over 40 years, you could end
up with an account value of about $730,000.00.
Whereas, if you initially invest $500.00 and add an
extra $500.00 per year, with an average annual

return of 20% over 40 years, you could end up
with an account value of about $4,400,000.00.
Keep adding to it and watch it grow. The faster
that you can build up your account balance, the
larger return you can achieve.
Also, factor in time. If you are in your 20’s, you
could build your account and achieve your dreams
by the age of 35 or 40, instead of waiting until
retirement at the age of 70.

Cashing in
Once you have achieved success in your
investment plan, you may be tempted to cash in.
Sometimes, you may have needs that arise that
require some extra cash.
There are many major events that may occur
during your lifetime, such as purchasing a house,
college education expenses or maybe an
opportunity to jump start your passion for your
own business.
Before making the jump to cash in your stocks and
take the cash, it may be wise to cash in only
enough of your stock value as absolutely
necessary. This will allow the remaining account
value to continue to grow, rather than to start over
with an account balance of $0.
Instead of cashing in, another approach may be to
cover those same life events with a short-term
equity or personal loan carrying an interest rate of
5 to 8%, instead of cashing in your stocks that
could be earning 20%.
The key to gaining wealth is to keep your money
working for you.

Converting to income
Instead of cashing in and losing the value in your
account, there is another option of retrieving
money from it.
As indicated in Section 6, there are growth stocks
as we have been discussing, and there are also
dividend stocks, which we have delayed discussion
of them until now.
Dividend stocks are stocks that pay a portion of the
profits of the company to you. These dividends are
usually paid out to the shareholders on a quarterly
basis. The amount of the dividend is based on the
profit that the company has netted during the
previous quarter.
The dividend yield is stated as a percentage,
determined by the dividend amount divided by the
current share price. As noted in section 6, for our
discussion, we are referring to dividend stocks as
stocks that typically pay a dividend greater than
4%.
By now you have grown and diversified your
portfolio and you may desire to get something back

out of it. Maybe, you are retiring and need to
supplement your social security income, or are
considering opening your new small business and
need some regular cash to make a rent payment.
This is when dividend stocks can be a real
advantage.
Let’s say for example that as your portfolio grew,
you were able to amass an account balance of
$300,000.00. You have reached the age of 55 and
you still have the passion of opening that small
business. At 55 years old, you can not collect your
social security check, so you would need to have
some supplemental income.
If you were to take $50,000.00 out of your account
balance per year to use to get your passion up and
running, then you would be broke by the age of
about 62.
However, let’s look at the dividend-paying stock
scenario.
Assuming that you have the same $300,000 in your
portfolio, you can convert these shares into
dividend paying shares, providing you with the
needed income, without losing the balance in your
account.
This is achieved by trading the shares of company
X, which doesn’t pay a dividend, to shares of
company Y which pays a dividend yielding 15%.
Yes, there are some stocks out there that pay a
15% dividend or more per year.

In this scenario, company Y’s share price is $20.00
per share and it pays a dividend of $3.00 per
share.
So, trading your shares of company X for shares of
company Y, would give you 15,000 shares. Now
the 15,000 shares of company Y, times the $3.00
per share dividend, nets you an income of $45,000
per year.
However, you have not sold your shares, nor
decreased the value of your account. You still own
the 15,000 shares at the current share price, which
may go up or down. Regardless, of the current
share price, you now have an income based on the
dividend.
Does this sound like you can have you cake and eat
it too?

Summary
Don’t let any of the common excuses keep you
from getting started in investing in stocks. There is
no better time than now.
There are literally hundreds of ways of raising the
seed money to get started. Remember to check
those closets for any hidden gems.
Keep a positive outlook, not just when investing,
but in every challenge that you encounter.
Positivity can help you overcome all obstacles.
Uncle Ben taught use that the power of compound
interest is the most powerful thing in the world.
Some people were blinded by the electricity.
Interest earns interest upon interest.
Opening a trading account is probably the easiest
thing that you can do today. Get started now.
Positivity leads to growth. Focus on growth stocks
to build your portfolio value.
Do your research into the sectors that you are
familiar with and understand the common
terminology used. Focus on the fundamentals and

don’t let yourself become overwhelmed by all of
the terms. Historical charts can be very helpful in
understanding how a stock reacts to the market
conditions.
Use the key statistics to your advantage. The P/E
ratio, historical volatility, market cap, and analyst
ratings can be invaluable information. When first
getting started in purchasing stocks, use these
stats wisely.
Research some stocks on both your trading
platform and the Barchart app. Talk to other
investors. Take a look around for everyday
opportunities. As you become acquainted with the
process, you discover hidden opportunities that you
may have otherwise overlooked.
Purchase your first stock with confidence. Reserve
some of your cash for future use.
Watch the performance of your stock and see how
it reacts to news in the market. Does it react as
you had expected? Remain calm for the first month
or two.
Make adjustments when needed. You have saved
your reserve account, just in case the share price
drops and now you have some capital left over to
use for doubling down. If you are still confident in
your stock purchase and you believe that it has hit
the bottom, now may be a good time to use that
reserve capital to purchase more of the same stock
at a lower price, possibly accelerating your return.

Diversify your portfolio to minimize risks and
expand your growth potential. Invest in other
stocks that you are comfortable with and of interest
to you.
Measuring your success is an equation that only
you can establish. Success is different for everyone.
You can use your gains in the stock market to fuel
a lifelong passion that you have had.
Small regular additions to your account can help to
build your portfolio at an explosive rate. Add more
seed money each year or even each month. Refer
back to section 2 to devise more ways of regularly
earning more seed money.
Cashing in, allows you to put that hard-earned cash
to use. However, this may not be the wisest
decision. Check into converting your growth stock
into dividend-paying stocks to provide the needed
income.

I hope that you have enjoyed this book and that it
has taught you the basics of investing in the stock
market to gain the maximum returns possible and
to help you achieve your goals and passions in life.
Stay positive and vigilant in your investing.
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