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What Is Stock Trading?

If you want to become a full-time trader, you must first get a better understanding of how stock trading 
works. In this eBook we'll cover important concepts from stock analysis to stock exchanges. 

What Are Stocks?

You've probably heard the term "stock market" before, but what exactly is a stock? A stock is an
investment that represents ownership in a company. For example, if you buy shares of Apple Inc. ( 
AAPL ) and hold them for five years, your share would make you part owner of Apple.

Stocks are traded on exchanges like the New York Stock Exchange (NYSE) or NASDAQ OTCQX ). 
Exchange-traded funds ( ETFs ) also trade on the stock markets, but they're not actually stocks. Rather, 
they represent ownership interests in specific companies or industries by holding a basket of similar 
securities issued by different issuers across markets.

Choose Which Stocks To Buy

The first thing to remember when trading stocks is that there are many different types of stocks. For 
example, some stocks are small and cheap, while others are large and expensive. Large-cap stocks 
tend to be more expensive and have a higher price-to-earnings ratio. Small-cap stocks tend to be 
cheaper and have lower earnings growth rates. Value stocks are often considered the cheapest type of 
stock, and they generally trade at a low P/E ratio and low dividend yield.



How To Analyze Stocks

The company's financial statements
The company's press releases and announcements
The company's leadership and operations
Competitor analysis
Industry and sector performance
Domestic politics and cultural trends
External politics and relevant trade agreements

Stock analysis is an important part of the stock trading process. It can help you understand how a 
company makes money, how it is performing in the current market, and what could affect its future 
value. Stock analysis involves looking at a variety of factors such as:

Stock  analysis is time-consuming but it is usually worthwhile. It can help you understand current 
market trends and how they might impact the stock price. It can also help you understand how well a 
company is doing and what its future stock prices might be. As such, it can help you identify solid 
investment opportunities, and find stocks with high growth potential.

Popular Stocks To Trade

Here are some examples of popular stocks: Microsoft, Apple, Amazon, Alphabet, Tesla, Nvidia, 
Berkshire Hathaway, Meta, eBay, Etsy, Pepsi, Coca Cola, and UnitedHealth. Other common choices 
include: Johnson & Johnson, Walt Disney, Exxon Mobil, MasterCard, Costco, Pfizer, and VIsa. 



What To Consider Before Trading

Time Horizon: How long do you want to invest for? Are you planning on making long-term trades, or 
are hoping to take advantage of short-term price movements? How are prices likely to change over 
that timeframe? And what kind of returns do you want?

Risk Tolerance Level: Is this a new or high-risk stock? We all have different risk tolerance levels 
based on our life experiences and what we've been taught about financial responsibility. This will 
determine how much money we are willing to potentially lose on any single investment.

Consider Your Trading Strategy

After you have carried out your initial stock analysis, it's important to figure out whether that stock will 
help you achieve your trading goals. 

Consider Your Portfolio As A Whole

If you're trading multiple stocks then it's important to take a step back and try to think of them as a 
portfolio. After you have carried out your initial analysis, take a moment to consider how the stocks you 
choose will perform collectively. For example, are all the stocks you've chosen from the same industry? 
And what will you do if stock prices in that industry all fall at once? As you can see, it's important to 
think ahead so that you can manage your risk.



What Are The Top Stock Exchanges?

Stock exchanges are the heart of the market. They connect buyers and sellers in one place, making it 
easier for them to trade their shares. Here are the top stock exchanges worldwide:

NYSE (New York Stock Exchange)

NYSE is the largest stock exchange in the world by value of listed securities and volume of trading. The 
NYSE was formed in 1792 as a joint venture between brokers who wanted to promote their companies' 
stocks on an exchange. In 1817, it merged with its competitor, the National Board of Trade and 
Transportation, later renamed "The New York Stock Exchange".

NASDAQ

NASDAQ was founded in 1971 by Timothy J. Bresnahan and Louis E. Burger as a specialist stock 
exchange for high-technology companies. It has since expanded into other sectors, including retailing, 
financial services and healthcare. It is now one of the largest stock exchanges worldwide, with over 
5,600 listed companies trading on NASDAQ's global platform alone.

Tokyo Stock Exchange (TSE)

The Tokyo Stock Exchange is the largest stock exchange in Asia and the fourth largest in the world by 
market capitalization. It is also the most liquid of all major markets. The exchange was founded in 
1878, during Japan's Meiji period. The TSE serves as a venue for companies to raise capital and 
investors to trade Japanese stocks. It has more than 1,200 companies listed on its exchange.



London Stock Exchange (LSE)

The LSE is one of Europe's oldest stock exchanges based on the Hardwicke Square building in central 
London. The LSE provides a platform for businesses to raise capital by listing their shares, while 
traders can buy and sell shares through one of nearly 40 different electronic trading platforms.

Hong Kong Stock Exchange (HKSE)

The Hong Kong Exchange (HKEX) is one of Asia's most important stock exchanges and ranks as one 
of the ten biggest stock exchanges globally. It offers various financial instruments, including equities, 
derivatives and futures contracts. The Hong Kong Exchange is part of the Hong Kong Monetary 
Authority - a government-controlled organization that regulates the securities market in Hong Kong.

Final Thoughts

It is not easy to become successful and make money from stock trading. It takes time and practice. 
There are many things to learn, but this should give you an idea of how stock trading works. As always, 
we can help if needed! For more more educational resources, visit us as stereomafx.com

Risk warning: Trading derivatives and leveraged products carries a high level of risk, including the risk of 
losing substantially more than your initial investment. It is not suitable for everyone. Before you make any 
decision in relation to a financial product you should obtain and consider our Product Disclosure 
Statement (PDS) and Financial Services Guide (FSG) available on our website and seek independent 
advice if necessary


