The Stock Market
· The stock market is simply a place where you can buy and sell stocks (by phone, computer, a runner, etc.)
· Individuals purchase shares of stock (explain) which may also be referred to as equities.
· Why might you want to buy stocks?  Dividends – usually paid quarterly.  What are they?  Capital Gains?
· Stocks may be classified in a number of ways:
1.  Income stocks – pays dividends at regular times
2.  Growth stocks – pays few to no dividends, instead reinvesting that money in the corporation – how does this benefit the shareholder?  Capital gains?
3.  Common stock – your stock makes you a voting owner with as many votes as you have shares
4.  Preferred stock – you trade your right to vote as a shareholder in exchange for getting paid dividends first before common stock holders and you are also paid first if the corporation goes bust
· What is a stock split?  What is doubling down in blackjack?
· Describe the inherent risk involved in purchasing stocks.
The Exchange of Stocks
· How can someone purchase shares of stock in a company? Do I call the company?  Is there a stock store like the black market for black people – a joke people
· Brokerage firms are businesses that specialize in trading stocks getting a cut of everything – win or lose!  These brokerage firms may also be commissioned by companies to unload their stock – I wonder if they will advise me to buy or sell this stock?
· The actual trading by these brokers takes place on the stock exchanges (NYSE, Nasdaq) or the internet through OTC's (a pretty significant upfront cost)
· The NYSE is the largest and most powerful, starting in 1792, and requiring you to purchase a “seat” on the exchange to trade.  Stocks traded on NYSE are the largest and most stable – startups (IPO's) are done on Nasdaq.  The biggest and most stable are called “blue chips” and make up the DOW industrial average
· OTC's are over the counter purchases done electronically through brokers or computer programs (E-trade)
· Nasdaq was created in 1971 to, basically, consolidate the OTC's in one place.  There is no Nasdaq trading floor and new companies that can't meet NYSE standards trade there first.
· Futures and Options – buying or selling commodities (corn, oil, wheat, oranges, etc.) at a specific date in the future at today's price.  What are you betting?  And it is a bet Javier!  An option (you pay a fee for a call option) allows you to purchase shares of stock at a specific price within a specified time period.  You don't have to buy the stock, however.  If the price goes up, then you get to buy at the lower specified price and sell it at the current inflated price.  If the price goes down, walk away and eat the call option.  You may do the same thing as a seller and this is called a put option.
· Daytrading?  Difference between a bull and a bear market?
