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Introduction




Although we have a sneaking notion you know what investing is, let's define some terms first. After that, we'll explain how to proceed. 

What is investing? Investing entails making a financial commitment in the hopes of generating a profit. This means you invest money to generate income and meet your financial objectives.

Many people invest their money in the stock market to achieve their long-term financial goals since they can expect a high return. But for new investors in particular, investing can appear frightening and intimidating. Fortunately, many choices are regarded as the best investments for beginners and fit various goals, spending limits, and comfort levels.

If you're just starting, investing may seem overwhelming, but it's essential in growing wealth and saving for various financial goals. Don't become too preoccupied with whether or not now is the best time to begin investing because you will encounter various market settings during your career.

However, before making any investments, new investors must be aware of their risk tolerance. Some investments are riskier than others, so you don't want to get a rude surprise after you've made a purchase. Consider your ability to go without the money you will be investing and whether you can go a few years or longer without having access to them.

No matter where you put your money into investments, you essentially donate it to a business, the government, or another organization hoping they will give you more money. The majority of the time, when people invest money, they have a particular goal in mind, such as retirement, their children's education, a house, and the list goes on.

Trading and saving are not the same as investing. Investing is typically connected with setting money aside for a long time instead of trading stocks regularly. Saving money is safer than investing. Investments are not always assured, but savings are occasionally assured. You would never have more money than you had saved for yourself if you kept your money hidden under your mattress and didn't invest it.

Consequently, a lot of people decide to invest their money. You can make various investments, and this book will cover them all.

Given that you are reading this book, we can assume that you are keen to grasp the basics of investing. The most popular options will be covered in this book, but a financial advisor can also help you choose the best course of action and offer guidance when you make your first investments.








Chapter one

Introduction To Investing





To put it simply, investing can help you succeed in life. It may be essential to your ability to develop your worth over time and secure the kind of future you want for your family and yourself. It might even enable you to make money while you sleep. There is no doubt that learning how anything works is worthwhile. 

But it's a lot when you're new. Lots of options, unfamiliar terminology and ideas, and challenging, often conflicting counsel to sort through. Additionally, it might be stressful because it involves putting your money on the line.

However, it doesn't necessarily have to be complicated simply because it can be. To begin investing, you only need to make a few key decisions. Let's dissect everything. But first, the basics.

Why Should You Invest?

There are several reasons why investing your money is crucial. You want to make money for future ambitions, help in times of need, job loss, or both. It would help to use compounding while accounting for inflation to prevent your money from losing value over time. Additionally, investment is important to help you reach your goals if you intend to retire and stop working at some point.

Let's look at some factors that make investing so crucial.

Wealth Creation

Wealth may imply different things to various people; It could be a specific sum of money in your bank account or a set of financial objectives you have established for yourself. In either case, investing can help in your progress.

If you aim to pay off debt, put your child through college, purchase a home, launch a business, or save for retirement, investment can help you get there more quickly than just letting money sit in your bank account. Investing can improve your wealth or the worth of all of your assets.

Creating wealth is a long-term goal that will benefit you. You can leave a financial legacy by creating generational wealth through investment. In addition to giving your children a solid financial foundation, passing wealth down to future generations could help close the wealth gap many communities are struggling with.

Compounding

Compound interest can be used to your advantage while investing. Compound interest is the interest you receive on the money you invest plus the interest from each previous period. Sometimes, it is referred to as "interest on interest." Compound interest enables speedy wealth growth. For instance, your total investment would be $9,000 if you made $50 a month for 15 years. In that period, assuming a 10% rate of return, compound interest would allow the $9,000 to rise to over $19,000.

Reduce Inflation

The general increased tendency in product prices over time is referred to as "inflation". Your money will purchase less today than it did yesterday if prices rise over time. Even though the cost of living has grown, your money will be much less valuable if there is inflation over a 30- or 40-year period. One way to fight inflation is to invest your money. If you earn more than the rate of inflation, your money will be worth more tomorrow than it is today.

Retirement

You must have a sizeable sum of money set aside to support yourself when you stop working if you plan to retire and stop working. The difference between your savings and what you'll need to live on for the next 20 or 30 years can be filled by investing.

Working backward from the retirement savings target you've set for yourself, you can begin investing for retirement. Thinking about your desired retirement date, anticipated retirement lifestyle, and costs will help you reach that figure. You can then develop an investment plan for retirement that balances your present financial condition with your desired retirement lifestyle.

Common Investing Misconceptions And Myths

Because they appear genuine or near the truth, some of the most pervasive myths are challenging to separate from reality. Confused?

Here's an illustration. A mother asked her son if he had finished his schoolwork. “I've finished exercise 2," he said in response. Even though this statement might be true, it doesn't solve the homework completion problem. Even if the son had told his mother the truth, he might still have misled her because this exercise 2 was only a small portion of his schoolwork.

The same is true of convincing investment myths. It is easy to become a victim of financial misconceptions because of many moving components and unforeseen possibilities. Investors are often misled by these myths, misunderstandings, and near-lies, which causes them to make foolish financial decisions.

Therefore, understanding the differences between investment myths and reality is the key to becoming a good investor. We'll outline this section's top seven investing myths so you don't fall for them.

Myth 1 - It Is Too Risky

There are risks associated with investing, yes. Because of this, it is always accompanied by the disclaimer, "You may not get back what you invest."

Yet too perilous? Before you can respond, we must first investigate how risk operates and what it might entail.

A scale of risk can be used to classify all investments. High-risk, volatile investments like hedge betting are at the scale's end. These are not for the timid, as your initial investment's value may fluctuate greatly. This implies that you might profit greatly or possibly lose everything. This kind of investment is not one we recommend.

Some extremely low-risk investments labeled as "cautious" can be found at the sad end of the spectrum. Invest in one of these, and even if there is risk involved, it is unlikely that the value will change much. As a result, you might eventually experience a milder, smoother ride.

There is an investment for every risk appetite, from the conservative to the daring and everything in between. Understanding the risks involved and how they could vary over time is crucial. In this manner, you can decide how much risk is appropriate.

Why even take a risk? In short, it could provide your money with more growth potential than cash savings.

Myth 2 - You Have To Be Rich

Despite the fact that it used to be the case, you can now begin investing with less money than you might anticipate. And it's now easier than ever thanks to smartphone applications, online fund platforms, and online investing advice services.

You can start investing online or using our mobile banking app with a one-time contribution of £50 if you have an eligible or active savings account. There are further prerequisites for eligibility.

There is a 0.25 percent quarterly yearly account charge as well as ongoing fees equal to 0.25 percent of the value of your investments.

Before you apply, you will have access to the breakdown of these expenses.

Myth 3 - You Must Lock Up Your Cash

It's likely that you've encountered phrases like "You should aim to hold it for at least five years" or "An investment should be seen as a medium to long-term commitment." This is due to the fact that the likelihood that snags will be smoothed out increases the longer you hold onto an investment.

This does not imply that you must physically lock away your money. Most investments don't lock up your money or charge fees when you sell your investments. You always have access to your money.

An investment shouldn't be viewed the same way as a savings account. Early withdrawals could have a detrimental impact on your results. Avoid being compelled to sell during a market collapse since your investments can be worth less than you invested.

Before investing, you should set aside three to six months' expenses in an emergency fund. Therefore, you can utilize your money to fix your automobile if it breaks down while the markets are in uproar. In this manner, you can let your assets grow while giving the markets time to stabilize.

Myth 4 - You Must Be A Professional

You must research and monitor the markets if you decide to invest in shares. This is due to the possibility of a financial loss if the firm in which you invest performs poorly. The overall state of the economy, interest rates, and supply and demand will all impact the price of your shares.

But purchasing shares isn't the only investment option. Funds may be a smart place to start if you're new to investing. Purchasing a fund is similar to purchasing a ready-made investment basket. They disperse your funds over numerous investments, equivalent to putting all your eggs in a basket.

Investing in funds rather than individual shares of a single company can reduce risk. This is so that a higher return on another could offset a lower return on one investment. This method of risk distribution is referred to as "diversification."

The fact that funds are put together by a fund manager, an expert financial professional, is arguably the best part about investing in them. Essentially, you are paying a professional to make investments on your behalf. The charges paid to the fund manager are taken directly out of the investment.

Myth 5 - You Should Keep An Eye On Your Investments Every Day

Keeping a close eye on the markets? Most likely, you have better things to do with your time. This is yet another factor that makes pre-built portfolios a viable investment option. They are expertly managed to ensure they remain at the level of risk you specify. You can make an investment with a pre-made portfolio and then essentially set it and forget it. To check on its progress, you only have to sneak a peek now and then.

Even if you invest in shares and adopt a hands-on strategy, you don't necessarily need to track them daily. The majority of online share trading providers provide features to help with this. By setting up share price notifications, your phone will ring whenever a stock rises above or below a specified level.

Myth 6 - You Must Understand When To Make A Purchase

There is a belief that to profit from the markets, one must buy stocks when they are cheap and sell them at a profit. Investors might need much time and effort to determine when a share price has peaked or bottomed out.

But there are a lot of things that affect the stock market. Results are essentially impossible to predict. Both crucial are starting as soon as possible and continuing your investments for as long as possible. There will be some downturns and possibly some difficult years, but if you're not compelled to sell during a downturn (see myth 3), you might be able to weather any storm.

Consider your investment horizon before making a decision. More volatility can be manageable if your timeframe is longer because you will have more time to bounce back from any lows.

For instance, you would want to make a conservative investment if you have five years till retirement. You might be able to be more daring if you had at least ten years to play with. Once more, if you're unsure what's best for you, you can ask a financial expert for their advice. Fees and eligibility requirements apply.

Myth 7 - It's An Easy Way To Get Rich

Influencers on social media may claim it's easy to profit from risky trades. But don't fall for it. Consider what transpired during the Dotcom bubble in the late 1990s and what has happened with cryptocurrencies over the past several years.

In general, markets favor long-term investors. It would help to have discipline, patience, and a cool, calm head instead of passion to allow your investments to flourish.







