
DIVING INTO THE
S T O C K  M A R K E T

When you  buy  a  s tock ,  you  

become a  shareholder ,  wh ich  

means  you  own a  par t  o f  the  

company.  As  a  shareholder ,  you  

can  benef i t  f rom the  growth  of  

your  s tock  in  a  company ,  but  

a lso  exper ience  losses  when

your  s tock  dec l ines  in  va lue .

HOW DOES IT WORK?

I t  var ies ,  depending  on  the  
company ,  indust ry ,  geographic  
locat ion ,  e tc .  Genera l ly ,  
invest ing  in  mature  wel l -  
estab l ished  companies  wi l l  
car ry  a  lower  leve l  o f  
investment  r isk  as  compared  
to  invest ing  in  a  smal le r ,  l ess  
estab l ished  company.  A lso ,  
investment  r isk  increases  
when invest ing  in  companies  
that  a re  based  and/or  pr imar i ly  
operated  outs ide  the  US.  

WHAT'S THE RISK FACTOR?

V I S I T  M O N E Y N A V  T O  L E A R N  
M O R E  A B O U T  T H E  F I N A N C I A L  
R E S O U R C E S  A V A I L A B L E  T O  Y O U .

READY TO GET STARTED?
I f  you ' re  ready  to  invest  in  the  
s tock  market  the  next  s tep  is  
to  complete  a  r isk  to le rance  
quest ionna i re .  Whi le  not  an  
exact  sc ience ,  estab l ish ing  
your  r isk  prof i le  wi l l  he lp  you  
bet ter  understand  how much 
r isk  you  should  have  in  your  
por t fo l io .  

T O P  5  T H I N G S  Y O U  

N E E D  T O  K N O W  

HOW DO STOCKS GET PRICED?

A company  wi l l  auct ion  stocks  to  the  genera l  pub l ic  
through an  In i t ia l  Pub l ic  Of fer ing  ( IPO) .  The  in i t ia l  p r ic ing  
wi l l  be  dependent  on  a  var ie ty  of  factors  such  as  
prof i tab i l i ty ,  g rowth  rate ,  company  reputat ion ,  in i t ia l  
investor  demand ,  e tc .  

Af ter  the  in i t ia l  IPO ,  a  company ’s  share  pr ice  wi l l  f luctuate  
based  on  ongoing  investor  demand.    

WHAT ARE THE DIFFERENT TYPES OF STOCKS?

HOW ARE STOCKS TRADED?

Common Stock 
As i t  i s  t i t led ,  th is  is  the  most  “common”  form of  s tock  
ownersh ip .  Common shareholders  own the i r  separate  share  of  
the  company  and  each  share  represents  a  por t ion  of  ownersh ip .  
Common shareholders  typ ica l ly  have  vot ing  r ights  and  as  such ,  
they  can  usua l ly  vote  to  e lect  the  board  members  who oversee  
the  major  dec is ions  of  the  company.  Common shareholders  have  
h igher  r isk  and  h igher  reward  as  compared  to  Prefer red  
shareholders .  

Preferred Stock 
Investors  mainta in  some degree  of  ownersh ip  
in  a  company  but  usua l ly  don ’ t  rece ive  the  
same vot ing  r ights  as  common stock .  In  
add i t ion ,  p refer red  shareholders  usua l ly  get  
pa id  a  f ixed  d iv idend ,  whose  payment  
rece ives  pr io r i ty  over  common stock  
d iv idends.  Lower  r isk ,  and  lower  reward  as  
compared  to  Common shareholders .    

Stocks  are  t raded  on  
exchanges ,  which  are  p laces  
where  buyers  and  se l le rs  
meet  and  dec ide  on  a  pr ice .
The  exchanges  are  at  a  
phys ica l  locat ion ,  l i ke  the  
New York  Stock  Exchange  or  
a  v i r tua l  set t ing ,  where  they  
are  done  e lect ron ica l ly .  The  
stock  market  he lps  to  
fac i l i ta te  the  exchange  of  
secur i t ies  between buyers  
and  se l le rs ,  reduc ing  the  
r isks  of  invest ing .  

Complete Your Risk 
Tolerance Questionaire Here

A F S  4 0 1 ( k )  R e t i r e m e n t  S e r v i c e s    
7 7 0 0  O l d  G e o r g e t o w n  R d .  S u i t e  6 3 0 ,  B e t h e s d a ,  M D  2 0 8 1 4 ,  

( 3 0 1 ) - 9 6 1 - 8 4 0 1 .  

S e c u r i t i e s  a n d  A d v i s o r y  s e r v i c e s  o f f e r e d  b y  C o m m o n w e a l t h  
F i n a n c i a l  N e t w o r k ,  M e m b e r  F I N R A / S I P C ,  a  R e g i s t e r e d  I n v e s t m e n t  

A d v i s e r .  T h e  m a t e r i a l  p r o v i d e d  i s  f o r  g e n e r a l  i n f o r m a t i o n  
p u r p o s e s  o n l y  a n d  d o e s  n o t  c o n s t i t u t e  e i t h e r  t a x  o r  l e g a l  

a d v i c e .  
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