
STOCK MARKET
INTRODUCTION TO INVESTING IN THE 

WHAT IS A 
STOCK?

A SHARE OF STOCK 
REPRESENTS PARTIAL 
OWNERSHIP IN A CORPORATION. 

A SHARE OF A CORPORATION 
CAN BE HELD BY: 
1. INDIVIDUAL 
2. GROUP 
3. ANOTHER COMPANY

WHY WOULD A COMPANY 
ISSUE STOCK?

TYPICALLY A COMPANY 
SELLS STOCK WHEN IT 
NEEDS TO RAISE CASH 
IN EXCHANGE FOR CASH, 
THE COMPANY GIVES UP 
SOME CONTROL OF THE 
COMPANY TO ITS 
SHAREHOLDERS



WHAT IS A STOCK HOLDER?

▸ When an individual, group, or company buys stock in a 
corporation they become a part-owner or a 
STOCKHOLDER. 

▸ They immediately own a part of whatever that corporation 
owns.  

▸ Investors most often have PORTFOLIOS, a collection of 
diversified investments including stocks, bonds, and 
mutual funds. 

PORTFOLIO THEORY, AS USED BY MOST 
FINANCIAL PLANNERS, RECOMMEND THAT YOU 
DIVERSIFY WITH A BALANCE OF STOCKS,  
BONDS, CASH THAT’S SUITABLE TO YOUR OWN 
RISK.

Harry Markowitz, Nobel  Memorial Prize Recipient, 
Economics 

COMPANIES ISSUE TWO TYPES OF STOCK: COMMON STOCK

▸Most frequently issued classification of stock 

▸Voting Rights 

▸Companies issue common stock before preferred stock. 

▸Common stock on average out performs preferred shares over 
time. 

▸Common stockholders cannot be paid dividends until all 
preferred stockholders have been paid. 

▸In the event of bankruptcy, common stockholders receive any 
remaining funds AFTER preferred stockholders have been paid.



COMPANIES ISSUE TWO TYPES OF STOCK: PREFERRED STOCK

▸ Preferred stock issued only after common stock has been issued. 

▸ Preferred stockholders usually do not have voting rights 

▸ Preferred stockholders receive dividends before common 
stockholders.  

▸ In the event of a bankruptcy, preferred stockholders receive the 
money they have invested before common stockholders receive 
their’s.  

▸ In exchange for these benefits, preferred stockholders accept a fixed 
dividend payment, regardless of any increase in company profits

DIVIDENDS

▸ A sum of money from a company’s 
profits paid regularly (typically 
quarterly) to its shareholders. 

▸ For preferred stockholders, 
dividends are usually a set amount. 

▸ For common stockholders, 
dividends vary with the company’s 
profits.

BLUE CHIP 
STOCKS

BLUE CHIP COMPANY IS VERY 
STRONG FINANCIALLY, WITH A 
SOLID TRACK RECORD OF 
PRODUCING EARNINGS AND ONLY 
A MODERATE AMOUNT OF DEBT. IT 
ALSO HAS A STRONG NAME IN ITS 
INDUSTRY WITH DOMINANT 
PRODUCTS OR SERVICES. 
TYPICALLY, THESE COMPANIES 
ARE LARGE (INTERNATIONAL) 
CORPORATIONS THAT HAVE BEEN 
IN BUSINESS FOR MANY YEARS 
AND ARE CONSIDERED TO BE VERY 
STABLE.



PENNY STOCK

A NICKNAME FOR 
EXTREMELY LOW PRICED 
STOCK, USUALLY ONLY A 
FEW DOLLARS A SHARE. 
THESE STOCKS ARE 
CONSIDERED HIGHLY RISKY. 
THEY ARE PRICED LOW 
BECAUSE THEY HAVEN’T 
PROVEN THEMSELVES IN 
THE MARKET AS OF YET. 

STOCKHOLDER

PART OWNER OF A PUBLICLY 
TRADED CORPORATION. INDIVIDUAL 
STOCKS MAKE UP A PORTION OF 
ONE’S FINANCIAL PORTFOLIO.

FINANCIAL 
PORTFOLIO

A COLLECTION OF DIVERSIFIED 
INVESTMENTS INCLUDING STOCKS, 
BONDS, AND MUTUAL FUNDS 



IPO
INITIAL PUBLIC OFFERING: 
THE FIRST TIME A COMPANY’S STOCK IS SOLD 
TO THE PUBLIC,  
THE COMPANY IS SAID TO BE “GOING PUBLIC”

SEC

SECURITIES AND EXCHANGE 
COMMISSION, A FEDERAL 
AGENCY: 
PROTECTS INVESTORS 
REGULATES THE ACTIVITIES OF 
STOCK TRADERS TO SAFEGUARD 
INVESTORS AGAINST 
FRAUDULENT PRACTICES AND 
TO MAKE SURE THAT THE 
SECURITIES MARKETS OPERATE 
HONESTLY AND FAIRLY. 





SECTORS, WHAT 
ARE THEY?

Investors use sectors to 
place stocks and other 
investments into categories. 

-Industrials/Basic Materials 
-Consumer Durables/Staples 
-Consumer Cyclicals 
-Technology 
-Healthcare 
-Financials 
-Energy 
-Utilities



READ THE STOCK TABLE AND ANSWER THE QUESTIONS ON YOUR HANDOUT 

READING A STOCK QUOTE

GETTING YOUR PORTFOLIO STARTED



“UNLESS YOU CAN WATCH YOUR STOCK 
HOLDING DECLINE BY 50% WITHOUT 
BECOMING PANIC-STRICKEN, YOU 
SHOULD NOT BE IN THE STOCK MARKET.”

Warren Buffett

INVESTING IN STOCKS IS RISKY

“RULE NO.1: NEVER LOSE MONEY.  
RULE NO.2: NEVER FORGET RULE 
NO.1.”

Warren Buffett





Bull Market 

A Bull Market is 
a market where 
prices are rising.

Bear Market 

A Bear Market is 
a market where 
prices are falling.

Are you ready to start investing?


