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Introduction
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The stock market has been around for many years, giving business ventures and investors alike the opportunity to go on adventures that they foresaw as having financial benefits for both parties. For those who may not know, this model was created to empower enterprises to be born while giving investors value for money. So, it started with investors giving a specific business concept a certain amount of money in return for a share of that business when it is running. The company must see to it that the investors are paid; after all, they have a tremendous helping hand in the life of the business.

Be that as it may, an investor doesn't just invest in any business idea that comes their way. They are called investors because they are in the business of strategically spending money to make even more money. Therefore, there are certain principles and strategies that an investor needs to follow to facilitate a successful investment in stocks. These will be discussed in more detail in the book, so you can figure out where you stand before you pull out your wallet.

Furthermore, there are a variety of stock markets. These are all different, providing the investor with many investment methods to choose from. Some of these stock markets are beginner-friendly, while others are as big and intimidating as Wall Street in the ‘70s. Some serve convenience, while others are aimed at relatively seasoned investors. So, there are many different stock markets you can choose from, depending on how much you know about them.

You will have to acquaint yourself with various institutions, forms of software, and websites, all of which work as instruments when used correctly. The most important is a stockbroker—an individual or institution licensed to interact with stock market exchanges by buying and selling stocks through them. This guide will focus more on online brokers, offering a beginner-friendly experience. 

To curb the costs, it will be crucial to apply methods such as the dollar-cost average. This way, you will only be taking a portion of your disposable income and investing it into dividends. You will also curb the risks associated with going all in (a highly inadvisable method). There is no use in risking your livelihood (together with those that financially depend on you) for a supposed big break. Investing is not the same as betting. The investor knows that it is not how much they put in that matters the most. Instead, it is how big the yield is. The result is calculated through formulas and seen in a company’s performance. Various indicators at your disposal can help you navigate your way to the most significant form of return possible without costing you an arm. Achieving a good return on investment efficiently also proves sharpness of mind.

While a sharp mind will win you respect and a name within the field, it will, most importantly, be the foundation on which you build a financially secure life for yourself. As a beginner, it is evident that you would want to progress to a higher caliber. Therefore, this guide aims at serving you with the necessary information to empower you.
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Chapter 1: Kinds of Investors
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Knowing the kind of investor is crucial to putting yourself into context. Most beginners make the mistake of assuming that there exists a single highway to achieving success through investments. People lead different lives and, thus, have different ways of interacting with the same things. The three main investor types are short-term, medium-term, and long-term investors—all of which approach indicators and other investment-related information differently.
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Long-Term Investors

[image: image]




Most people who are not well versed in investments classify investments as long-term commitments. This is because long-term investments are the most popular form of investment. Most of the advertisements and media coverage of investments are long-term ones. The main idea behind this investment is that you put in a certain amount of money, either as a lump sum or in installments, and you will receive double or even triple the amount after a certain number of years. Insurance companies have even gone as far as to name their investment opportunities after crucial moments in life. You can invest in your child’s tertiary education or your 50th birthday, to name a few.

With this form of investment, investors do not get to enjoy the fruits of their assets until they reach a particular goal. In most instances, a long-term investment goal is never less than five years away. There is an element of risk regarding long-term investments; the most obvious one is market fluctuations. While long-term investors are assured of reduced work in terms of not having to check up on their investments daily, they potentially face poor outcomes. A good example is when an investment goal is reached when the market isn't doing well, which makes the estimated gain smaller.

One of the most popular models for success entails retiring and then investing that package into long-term investments that also yield income regularly. While this is a tried-and-tested method of achieving success, it is a bit risky too. When investing in dividends, long-term investors will usually leave their returns to mount up in value. Other long-term investors even go as far as reinvesting their returns in dividends.
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