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The Basics

Sometimes referred to as stocks, or equities, 
shares simply give an investor the chance to own 
a small fraction of a company. Companies will 
typically issue shares as way of raising money to 
fund their activities.

Shares are traded on the stock exchange and 
many developed countries have their own 
exchange. In the UK, we have the FTSE – the 
Financial Times Stock Exchange. Some of the 
largest shares which change hands on the FTSE 
include household brands such as HSBC, 
Admiral, ITV and Shell. Although trading is all 
done electronically today, there are still buyers 
and sellers, who make bids and offers as the 
shares change hands. They determine the price 
of the shares. 

Share prices are not always predictable. 
Sometimes a company’s shares will be in high 
demand because they are in a fashionable 
sector, such as technology, or because they’ve 
just delivered very high profits. Shares may go 
down because a company is in real trouble, or 
simply because no-one happens to like insurance 
companies that week. However, over the longer 
term, shares will tend to move in line with the 
fortunes of the company. Don’t get put off by 
techno babble. It really is like a scale game of 
Dragons' Den where everyone tries to pick the 
future winners based on how much they’re 
making today and what their potential is. 

Guide to Shares

The stock market can seem like a wild and lawless place,  
but it’s usually quite a good way to grow your wealth over time

if you're less 
confident, think 
about a fund

What are my options?

If you’re not a confident investor, buying a single 
share can be risky as you’re betting heavily on the 
fortunes of just one company. Typically it makes 
sense to have small collection of shares so you don’t 
have all your eggs in one basket. 

You also need to think about whether you are 
investing  for income or growth. This will affect the 
type of shares  you buy. Many investors will actively 
look for shares which pay out part of their profits as a 
dividend. Some large shares pay 4-5% a year or 
higher out to their investors –  for example HSBC and 
Royal Dutch Shell, which are income -seeking investor 
favourites.

If you are investing for growth, do your research. Is it 
a sector you understand well and think is positioned 
for growth? Have you read the reports of this 
particular company and think that their future looks 
positive? Larger shares will have plenty of analyst 
reports and research available online for you to 
consider. 

www.boringmoney.co.uk/best-buys/stocks-shares-isas/
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How can I buy shares? 

You can either buy shares directly – through an online 
broker – or in a basket of investments which someone else 
picks for you – called a fund. A single fund will typically 
house about 30 – 60 shares. Funds are the same concept of 
buying a mixed case of wine because you don’t have time 
to pick individual bottles, or aren’t confident that you’ll pick 
good stuff. You’re outsourcing the selection of individual 
components to someone else. 

If you buy shares directly there are trading costs. You 
will typically pay about £10 a pop and 0.5% stamp duty 
to the Government. So this can be an expensive way of 
buying small amounts. In comparison, many funds don’t 
have trading or transaction fees. However, after the initial 
purchase of shares, there are no management fees as you 
would have with a fund (there’s nothing to manage!). You 
have a single company and you have tied your fortunes to 
theirs. If it goes up – bonza! If it goes down – ouch.

For less experienced investors buying a couple of individual 
shares is a risky way to get exposure to the markets. Why? 
Well, let’s say you have £1,000 to invest and you buy one 
share. If that goes badly, you’re in trouble.

If you take that same £1,000 and put it in a fund, that fund 
will have about 30-60 shares in it, mitigating the risk of any 
one group doing badly. Spreading your bets.

Boring Money Tips

• If you want to invest in shares or funds, it makes
sense to think about using your annual ISA
allowance first. This means that any growth in the
value of the shares, or any income you receive, is
tax-free. Have a look at which online stocks and
shares ISA providers we like.

•  Buying foreign shares on other exchanges can get
very complicated and is not for the faint-hearted.
Diversifying into foreign markets is a great idea
but we highly recommend you use funds to do so.
Unless you enjoy dealing with foreign exchange
and weird tax rules!

•  If you want some tips, ideas and pointers, most of
the investment platforms have good research
available. If you want good share research, have a
look at Barclays Stockbrokers, Interactive
Investor, Hargreaves Lansdown or
TD Direct Investing.

•  If you’re not enthused by shares, and don’t have
time to research and track them, consider sticking
to funds. Exchange traded funds are another
option – they’re a low-cost way to buy a pooled
collection of shares which mirror an index eg the
FTSE100, and ETFs are bought on the stock
exchange just like shares.  So buying one ETF
(tracking the S&P 500, for example) will give you
exposure to the 500 biggie stocks in the US, but
you only have to buy one thing to do this. And
these are a pretty cheap option.

Here are the web links in full:

Stocks and Shares ISA providers 

Barclays Stockbrokers

Interactive Investor

Hargreaves Lansdown 

TD Direct Investing 

www.boringmoney.co.uk/best-buys

www.barclaysstockbrokers.co.uk/investments/Stocks-and-Shares/

www.iii.co.uk/shares

www.hl.co.uk/shares/share-research

www.tddirectinvesting.co.uk/share-dealing/shares

https://www.barclaysstockbrokers.co.uk/investments/Stocks-and-Shares/Pages/how-to-buy-shares-online.aspx
http://www.iii.co.uk/shares
http://www.iii.co.uk/shares
http://www.hl.co.uk/shares/share-research
https://www.tddirectinvesting.co.uk/share-dealing/shares
www.boringmoney.co.uk/best-buys/stocks-shares-isas/
www.boringmoney.co.uk/best-buys
www.boringmoney.co.uk



