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Twenty-two percent of people say their biggest financial regret is not saving for retirement early enough, according to Bankrate’s 2024 Financial Regret Survey. While investing in stocks and bonds carries risk, a good investment strategy can help minimize those risks while optimizing your potential returns. Index funds are a popular strategy for
beginners because these investments give you exposure to the market’s top stocks, providing instant diversification with a single purchase. Dollar-cost averaging (the practice of adding a consistent amount of money to your investments at regular intervals) helps you buy fewer shares when prices are high, and more when prices are low, thereby
lowering your average purchase price. Most major online brokers don’t have a minimum account size, so you can get started quickly without much money. When you start investing on your own, the world of investing may seem overwhelming, often with too many choices and confusion about how to start. What if you make a wrong move and regret it?
Well, you wouldn’t be alone. In fact, 77 percent of U.S. adults have regrets when it comes to their personal finances, according to Bankrate’s latest Financial Regret Survey. More notably: 22 percent of people say their biggest financial regret is not saving for retirement early enough. Whether you’re already investing in a retirement plan or just
getting started with a brokerage account, these time-tested strategies can help you simplify things. Here are five popular investment strategies for beginners that can help you achieve a variety of financial goals, along with some of their advantages and risks. Top 5 investment strategies for beginners A good investment strategy minimizes your risks
while maximizing your potential returns. But with any strategy, it’s vital to remember that you can lose money in the short run if you’re investing in market-based securities such as stocks and bonds. That’s why it’s a good idea to have your other finances, including emergency savings, in order before you begin investing. A good investment strategy
also takes time to show results and should not be considered a “get rich quick” scheme. So it’s important to begin investing with realistic expectations of what you can and can’t achieve. 1. Buy and hold A buy-and-hold strategy is a classic that’s proven itself over and over. With this approach, you do exactly what the name suggests: you buy an
investment and then hold it indefinitely. Ideally, you’ll hold the investment for many years, allowing it to compound and grow, but you should look to own it for at least three to five years. Advantages: The buy-and-hold strategy focuses you on the long term and thinking like an owner, so you avoid the active trading that hurts the returns of most
investors. Your success depends on how the underlying business performs over time. And this is how you can ultimately find the stock market’s biggest winners and possibly earn hundreds of times your original investment. The beauty of this approach is that if you commit to holding a stock for a long period, then you don’t have to think about it too
often. A long-term buy-and-hold strategy means you’'re not always focused on the market — unlike traders — so you can spend time doing things you love instead of being stuck monitoring the market all day. Risks: To succeed with this strategy, you’ll need to resist the temptation to sell when the market experiences turbulence. You’ll have to endure
the market’s sometimes steep falls, and a 50 percent or greater drop is possible, with individual stocks potentially falling even more. That’s easier said than done. Need expert guidance when it comes to managing your investments or planning for retirement? Bankrate’s AdvisorMatch can connect you to a CFP® professional to help you achieve your
financial goals. 2. Buy index funds This strategy is all about finding an attractive stock index and then buying an index fund based on it. Two popular indexes are the S&P 500 and the Nasdag Composite. Each has many of the market’s top stocks, giving you a well-diversified collection of investments, even if it’s the only investment you own. (This list of
best index funds can get you started.) Rather than trying to beat the market, you simply own the market through the fund and get its returns. Advantages: Buying an index fund is a simple approach that can yield great results, especially when you pair it with a buy-and-hold mentality. Your return will be the weighted average of the index’s assets. And
with a diversified portfolio, you’ll have lower risk than owning just a few stocks. Plus, you won’t have to analyze individual stocks to invest in, so it requires much less work, meaning you have time to spend on other things while your money works for you. Studies have shown that investors — even professional investors — underperform the broader
market. Buying index funds means buying the market, and doing so at a much lower cost than picking individual investments and trying to beat the market. Vanguard founder Jack Bogle equated this to buying the whole haystack instead of trying to find the needle in the haystack. — Greg McBride, chief financial analyst at Bankrate Risks: Investing in
stocks can be risky, but owning a diversified portfolio of stocks is considered a safer way to do it. But if you want to achieve the market’s long-term returns — an average of about 10 percent annually for the S&P 500 — you’ll need to hold on through the tough times and not sell. Also, because you’re buying a collection of stocks, you’ll get their average
return, not the return of the hottest stocks. That said, most investors, even the pros, struggle to beat the indexes over time. 3. Index and a few The “index and a few” strategy is a way to use the index fund strategy and then add a few small positions to the portfolio. For example, you might have 94 percent of your money in index funds and 6 percent
split evenly between Apple and Amazon if you think those companies are well positioned for the long term. This is a good way for beginners to keep to a mostly lower-risk index strategy but add a little exposure to individual stocks that they like. Advantages: This strategy takes the best of the index fund strategy — lower risk, less work, good potential
returns — and lets the more ambitious investors add a few positions. The individual positions can help beginners get their feet wet analyzing and investing in stocks, while not costing too much if these investments don’t work out well. Risks: As long as the individual positions remain a relatively small portion of the portfolio, the risks here are mostly
the same as buying the index. You’ll still tend to get around the market’s average return, unless you own a lot of really strong or weak individual stocks. Of course, if you’'re planning on taking positions in individual stocks, you’ll want to put the time and effort into understanding how to analyze them before you invest. Otherwise, your portfolio could
take a hit. 4. Income investing Income investing is owning investments that produce cash payouts, often dividend stocks and bonds. Part of your return comes in the form of hard cash, which you can use for anything you want, or you can reinvest the payouts into more stocks and bonds. If you own income stocks, you could also still enjoy the benefits
of capital gains in addition to the cash income. (Here are some top high-dividend stocks you may want to consider.) Advantages: You can easily implement an income-investing strategy using index funds or other income-focused funds, so you don’t have to pick individual stocks and bonds here. Income investments tend to fluctuate less than other kinds
of investments, and you have the safety of a regular cash payout from your investments. Plus, high-quality dividend stocks tend to increase their payouts over time, boosting how much you get paid with no extra work on your part, making dividend investing one of the best passive income strategies. Risks: While lower risk than stocks generally,
income stocks are still stocks, so they can fall, too. And if you’'re investing in individual stocks, they can cut their dividends, even to zero, leaving you with no payout and likely a capital loss as well. Bond yields aren’t always attractive and can sometimes be so low that they won’t outpace inflation, leaving investors with reduced purchasing power. Also,
if you own bonds and dividend stocks in a regular brokerage account, you’ll have to pay taxes on the income, so you may want to hold these assets in a retirement account such as an IRA. 5. Dollar-cost averaging Dollar-cost averaging is the practice of adding money to your investments at regular intervals. For example, you may determine that you
can invest $500 a month. So each month you put $500 to work, regardless of what the market is doing. Or maybe you add $125 each week instead. By regularly purchasing an investment, you're spreading out your buy points. Advantages: By spreading out your buy points, you're avoiding the risk of “timing the market” — that is, the risk of dumping
all your money in at once. Dollar-cost averaging means you’ll get an average purchase price over time, ensuring that you’re not buying too high. Dollar-cost averaging is also good for helping to establish a regular investing cadence. Over time, you're likely to wind up with a larger portfolio, if only because you were disciplined in your approach. Risks:
While the consistent method of dollar-cost averaging helps you avoid going all-in at exactly the wrong time, it also means you won’t go all-in at exactly the right time. So you’re unlikely to end up with the highest possible returns on your investment. How to get started investing Investing is a wide world, and new investors have a lot to learn to get up
to speed. The good news is that beginners can make investing relatively simple with a few basic steps while they leave all the complex stuff to the pros. Bankrate offers several resources for new investors: The links above will get you started on your investing journey. You'll get educational content and research on stocks and ETFs, plus detailed
instructions on how to place trades and make the most of a broker’s capabilities. And most major online brokers don’t have a minimum account size, so you can get started quickly. If you’re hoping to get more personalized guidance from a finance professional, Bankrate’s AdvisorMatch tool may be able to help. Bottom line Investing can be one of the
best decisions you can make for yourself, but getting started can be tough. Simplify the process by picking a popular investment strategy that can work for you and then stick with it. When you become more fully versed in investing, then you can expand your strategies and the types of investments you can make. — Bankrate’s Rachel Christian
contributed to an update of this article. Editorial Disclaimer: All investors are advised to conduct their own independent research into investment strategies before making an investment decision. In addition, investors are advised that past investment product performance is no guarantee of future price appreciation. The idea of investing can be
intimidating for many beginner investors who are just starting out, but it’s an important part of saving for various financial goals and building wealth. You'll encounter many different market environments throughout your investing life, so don’t get too caught up in whether right now is the perfect time to get started. But before making any
investment, it’s important for beginning investors to know what their tolerance is for risk. Certain investments carry more risk than others and you don’t want to be surprised after you’ve made the investment. Think about how long you can do without the money you’ll be investing and whether you’'re comfortable not accessing it for a few years or
longer. Here are some top investment ideas for beginners. Need expert guidance when it comes to managing your investments or planning for retirement? Bankrate’s AdvisorMatch can connect you to a CFP® professional to help you achieve your financial goals. Best investments for beginners 1. 401(k) or another workplace retirement plan This can
be one of the simplest ways to get started in investing and comes with some major incentives that could benefit you now and in the future. Most employers offer to match a portion of what you agree to save for retirement out of your regular paycheck. If your employer offers a match and you don’t participate in the plan, you are turning down free
money. In a traditional 401(k), the contributions are made prior to being taxed and grow tax-free until retirement age. Some employers offer Roth 401(k)s, which allow contributions to be made after taxes. If you select this option, you won’t pay taxes on withdrawals during retirement. These workplace retirement plans are great savings tools because
they’re automatic once you’'ve made your initial selections, allow you to consistently invest over time and have higher contribution limits. Often, you can even choose to invest in target-date mutual funds, which manage their portfolios based on a specific retirement date. As you get closer to the target date, the fund’s allocation will shift away from
riskier assets to account for a shorter investment horizon. 2. High-yield savings accounts This can be one of the simplest ways to boost the return on your money above what you’re earning in a typical checking account. High-yield savings accounts, which are often opened through an online bank, tend to pay higher interest on average than standard
savings accounts while still giving customers regular access to their money. And with online banks still offering high rates on high-yield savings accounts, they can be a great place to park money you're saving for a purchase in the next couple years or just holding in case of an emergency. 3. Certificates of deposit (CDs) CDs are another way to earn
additional interest on your savings, but they will tie up your money for longer than a high-yield savings account. You can purchase a CD for different time periods such as six months, one year or even five years, but you typically can’t access the money before the CD matures without paying a penalty. These are considered extremely safe and if you
purchase one through a federally insured bank, you're covered up to $250,000 per depositor, per ownership category. 4. Mutual funds Mutual funds give investors the opportunity to invest in a basket of stocks or bonds (or other assets) that they might not be able to easily build on their own. The most popular mutual funds track indexes such as the
S&P 500, which is comprised of around 500 of the largest companies in the U.S. Index funds usually come with very low fees for the funds’ investors, and occasionally no fee at all. These low costs help investors keep more of the funds’ returns for themselves and can be a great way to build wealth over time. 5. ETFs Exchange-traded funds, or ETFs,
are similar to mutual funds in that they hold a basket of securities, but they trade throughout the day in the same way a stock would. ETFs do not come with the same minimum investment requirements as mutual funds, which typically come in at a few thousand dollars. ETFs can be purchased for the cost of one share plus any fees or commissions
associated with the purchase, though you can get started with even less if your broker allows fractional share investing. Both ETFs and mutual funds are ideal assets to hold in tax-advantaged accounts like 401(k)s and IRAs. 6. Individual stocks Buying stocks in individual companies is the riskiest investment option discussed here, but it can also be
one of the most rewarding. But before you start making trades, you should consider whether buying a stock makes sense for you. Ask yourself if you are investing for the long-term, which generally means at least five years, and whether you understand the business you are investing in. Stocks are priced every second of the trading day and because of
that, people often get drawn into the short-term trading mentality when they own individual stocks. But a stock is a partial ownership stake in a real business and over time your fortune will rise with that of the underlying company you invested in. If you don’t feel you have the expertise or stomach to ride it out with individual stocks, consider taking
the more diversified approach offered by mutual funds or ETFs instead. Reasons to start investing now Investing is crucial if you want to maintain the purchasing power of your savings and reach long-term financial goals like retirement or building wealth. If you let your savings sit in a traditional bank account earning little or no interest, eventually
inflation will decrease the value of your hard-earned cash. By investing in assets like stocks and bonds, you can make sure your savings keep up with inflation or even outpace it. Short-term investments like high-yield savings accounts or money market mutual funds can help you earn more on your savings while you work toward a big purchase such as
a car or a down payment on a house. Stocks and ETFs are considered better for long-term goals like retirement because they are more likely to earn better returns over time, but they carry additional risk. It's important to match an investment to the timeframe when you'll need the money. Money that you need immediately should be in safe, accessible
investments, while money you won't need for a long time can be invested in higher-returning but more volatile assets. — James Royal, Ph.D., Bankrate Investing and Wealth Management Principal Writer Risk tolerance: Before you start investing, you’ll want to understand your own tolerance for risk. Volatile investments such as stocks can make some
people very uncomfortable when they decline, which can cause you to sell at the worst possible time. Knowing your risk tolerance will help you choose which investments are best suited for you. Financial goals: Establish both short- and long-term goals that you want to achieve through saving and investing. Understanding your investment goals will
help you develop a solid plan. Active or passive: You'll also need to decide if you’d like to be a passive investor or an active one. A passive investor typically owns an asset like diversified mutual funds or ETFs that charge low fees, while an active investor might choose individual investments or mutual funds that aim to outperform the market. Studies
have shown that passive investing tends to outperform active investing over time. Do-it-yourself or hire someone: You can also choose to manage your own investments through an online broker or hire a financial advisor (or robo-advisor) to help you out. You’ll likely incur lower costs if you do it yourself, but an advisor can be helpful for those just
starting out. Taxes: If you own investments in an individual or joint account, you’ll likely need to pay taxes on the interest, dividends and capital gains you earn. You can avoid these taxes by owning investments in tax-advantaged retirement accounts such as an IRA. How much money do you need to start investing? The good news is that you don’t
need much money to start investing. Most online brokers have no account minimums to get started and some offer fractional share investing for beginners starting with small dollar amounts. For just a few dollars, you can purchase ETFs that allow you to build a diversified portfolio of stocks. Micro-investing platforms will even let you round up
purchases made through a debit card as a way to get started with investing. Bottom line If you're just starting out as a beginning investor, make sure to consider your risk tolerance and what your financial goals are before committing money to an investment. Some investments, like high-yield savings accounts, allow for quick access to money if
emergencies come up. Meanwhile, stocks should probably be part of a long-term investment plan instead. Many beginning investors also turn to robo-advisors, where an algorithm automatically selects and manages a diversified portfolio of exchange-traded funds for you, based around your individual financial needs and appetite for risk. Editorial
Disclaimer: All investors are advised to conduct their own independent research into investment strategies before making an investment decision. In addition, investors are advised that past investment product performance is no guarantee of future price appreciation. A single investment can immediately have you owning a chunk of 500 American
companies. It can power a comfortable retirement, too. Let's start at the very beginningA very good place to startWhen you read, you begin with A-B-CWhen you sing, you begin with do-re-mi-- lyrics to Do Re Mi If you're a beginning investor, you should also start at the beginning -- perhaps with this A-B-C: Apple, Bank of America, and Costco. For new
investors, there are few better initial investments to make than a simple, low-fee index fund such as the Vanguard S&P 500 ETF (VOO -0.57%), which tracks the S&P 500. Image source: Getty Images. What's the S&P 500? The S&P 500 is an index (a grouping) of 500 of the biggest companies in the U.S. Here are its recent top 10 components, by
weight: Stock Percentage of ETF Microsoft 7.29% Apple 7.03% Nvidia 6.90% Amazon.com 3.90% Alphabet Class A 2.48% Meta Platforms 2.37% Alphabet Class C 1.99% Broadcom 1.61% Eli Lilly 1.59% Berkshire Hathaway Class B 1.59% Data source: Slickcharts.com. The index is a market-capitalization-weighted one, meaning that the biggest
companies in it will move its needle the most. That's evident just from the table above. It shows how much more influence Microsoft has than Berkshire Hathaway, and Berkshire Hathaway is the 10th most influential component! Altogether, these 500 companies make up about 80% of the total value of the U.S. stock market. So the S&P 500 is often
used as a proxy for the market -- though it does omit lots of smaller companies. Why invest in an S&P 500 index fund? There are many reasons why you might start your investing life by plunking your long-term dollars (ones you won't need for at least five, if not 10, years) into an S&P 500 index fund. For starters, it can be all you need to amass a fat
nest egg. The S&P 500 has averaged annual gains of close to 10% over long periods -- which is a rather powerful growth rate. The table below shows how much you might amass if you invest $7,000 annually (that's the current maximum contribution allowed for IRAs for most people) annually and earn 8% or 10%. Note that you can always invest much
more than $7,000 annually via a 401 (k) account or just a regular brokerage account at a good brokerage. And the more you can invest, the more you can amass. If you can swing $14,000 per year -- perhaps due to being a two-income household -- you can double the numbers below. $7,000 invested annually and growing for Growing at 8% Growing at
10% 10 years $109,518 $122,718 15 years $205,270 $244,648 20 years $345,960 $411,018 25 years $552,681 $757,272 30 years $856,421 $1,266,604 35 years $1,302,715 $2,086,888 40 years $1,958,467 $3,407,963 Source: Calculations by author. Here's another good reason to favor the S&P 500: According to the folks at S&P Dow Jones Indices,
over the past 15 years, the S&P 500 index outperformed a whopping 88% of managed large-cap mutual funds, and it outperformed 87% over the past decade. So an S&P 500 index fund is not a compromise dooming you to sub-par returns. It will deliver roughly par returns -- which will outperform many professional money managers. Why does the
S&P 500 index perform so well? One reason is that it's adjusted over time. Every now and then, some stocks get the boot, while others are added to the index. The ones that depart have likely been struggling or at least haven't been growing briskly, while the new ones have grown enough to merit consideration for the index. Need more reasons? Well,
an S&P 500 index fund gives you instant diversification. You'll immediately be invested in technology companies (specializing in cloud computing, semiconductors, cybersecurity, and more), financial services companies, healthcare companies, consumer products companies, energy companies, retailers, and much more. You'll essentially be betting that
the American economy will do well. There's a good chance that your 401(k) account offers an S&P 500 index fund for your contributions. And you can always invest in one on your own -- in your IRA or a regular brokerage account. Beyond the basics You can stop there and just put all your long-term money in one or more good index funds (there are
many others that track indexes other than the S&P 500). You needn't learn much more. But if you'd like to aim for higher returns, you can take time to learn a lot more about investing, industries of interest, and great companies. But amassing a hefty nest egg for your retirement doesn't have to involve more than a solid, low-fee S&P 500 index fund.
John Mackey, former CEO of Whole Foods Market, an Amazon subsidiary, is a member of The Motley Fool's board of directors. Randi Zuckerberg, a former director of market development and spokeswoman for Facebook and sister to Meta Platforms CEO Mark Zuckerberg, is a member of The Motley Fool's board of directors. Suzanne Frey, an
executive at Alphabet, is a member of The Motley Fool's board of directors. Selena Maranjian has positions in Alphabet, Amazon, Apple, Berkshire Hathaway, Broadcom, Costco Wholesale, Meta Platforms, Microsoft, and Nvidia. The Motley Fool has positions in and recommends Alphabet, Amazon, Apple, Berkshire Hathaway, Costco Wholesale, Meta
Platforms, Microsoft, Nvidia, and Vanguard S&P 500 ETF. The Motley Fool recommends Broadcom and Grupo Aeroportuario Del PacificoB. De C.v. and recommends the following options: long January 2026 $395 calls on Microsoft and short January 2026 $405 calls on Microsoft. The Motley Fool has a disclosure policy. The best investment for
beginner investors may be one you're already utilizing: A workplace retirement plan, like a 401 (k). Why? Because contributions are taken right out of your paycheck, which builds an investing habit. Your employer may match those contributions, which adds to your investment return. And you get tax benefits for contributing. But if you're already
investing through a 401(k) (or you don't have access to one) and you're looking for other ways to invest and earn a good return, read on for five options that are a good fit for beginners.Maybe you’re on this page to eat your peas, so to speak: You know you’re supposed to invest, you'’ve managed to save some money to do so, but you would really rather
wash your hands of the whole situation.There’s good news: You largely can, thanks to robo-advisors. These services manage your investments for you using computer algorithms. Due to low overhead, they charge low fees relative to human investment managers — a robo-advisor typically costs 0.25% to 0.50% of your account balance per year, and
many allow you to open an account with no minimum.They’re a great way for beginners to get started investing because they often require very little money and they do most of the work for you. That’s not to say you shouldn’t keep eyes on your account — this is your money; you never want to be completely hands-off — but a robo-advisor will do the
heavy lifting.And if you’'re interested in learning how to invest, but you need a little help getting up to speed, robo-advisors can help there, too. It's useful to see how the service constructs a portfolio and what investments are used. Some services also offer educational content and tools, and a few even allow you to customize your portfolio to a degree
if you wish to experiment a bit in the future.» Learn more: See our picks for the best robo-advisors These are kind of like the robo-advisor of yore, though they’re still widely used and incredibly popular, especially in employer retirement plans. Target-date mutual funds are retirement investments that automatically invest with your estimated
retirement year in mind.NerdWallet rating NerdWallet's ratings are determined by our editorial team. The scoring formula for online brokers and robo-advisors takes into account over 15 factors, including account fees and minimums, investment choices, customer support and mobile app capabilities.NerdWallet rating NerdWallet's ratings are
determined by our editorial team. The scoring formula for online brokers and robo-advisors takes into account over 15 factors, including account fees and minimums, investment choices, customer support and mobile app capabilities.NerdWallet rating NerdWallet's ratings are determined by our editorial team. The scoring formula for online brokers
and robo-advisors takes into account over 15 factors, including account fees and minimums, investment choices, customer support and mobile app capabilities.Fees $0per online equity tradePromotion Noneno promotion available at this timePromotion Earn up to $10,000when you transfer your investment portfolio to Public.Promotion Get up to
$700when you open and fund a J.P. Morgan Self-Directed Investing account with qualifying new money.Let’s back up a little and explain what a mutual fund is: essentially, a basket of investments. Investors buy a share in the fund and in doing so, they invest in all of the fund’s holdings with one transaction.A professional manager typically chooses
how the fund is invested, but there will be some kind of general theme: For example, a U.S. equity mutual fund will invest in U.S. stocks (also called equities).A target-date mutual fund often holds a mix of stocks and bonds. If you plan to retire in about 30 years, you could choose a target-date fund with 2050 or 2055 in the name. That fund will initially
hold mostly stocks since your retirement date is far away, and stock returns tend to be higher over the long term.Over time, it will slowly shift some of your money toward bonds, following the general guideline that you want to take a bit less risk as you approach retirement.» Learn more: View the best brokers for mutual fundsindex funds are like
mutual funds on autopilot: Rather than employing a professional manager to build and maintain the fund’s portfolio of investments, index funds track a market index.A market index is a selection of investments that represent a portion of the market. For example, the S&P 500 is a market index that holds the stocks of roughly 500 of the largest
companies in the U.S. An S&P 500 index fund would aim to mirror the performance of the S&P 500, buying the stocks in that index.Because index funds take a passive approach to investing by tracking a market index rather than using professional portfolio management, they tend to carry lower expense ratios — a fee charged based on the amount
you have invested — than mutual funds. But like mutual funds, investors in index funds are buying a chunk of the market in one transaction.Index funds can have minimum investment requirements, but some brokerage firms, including Fidelity and Charles Schwab, offer a selection of index funds with no minimum. That means you can begin investing
in an index fund for less than $100.» Learn more: A beginner’s guide to index fundsETFs operate in many of the same ways as index funds: They typically track a market index and take a passive approach to investing. They also tend to have lower fees than mutual funds. Just like an index fund, you can buy an ETF that tracks a market index such as
the S&P 500.The main difference between ETFs and index funds is that rather than carrying a minimum investment, ETFs are traded throughout the day and investors buy them for a share price, which like a stock price, can fluctuate. That share price is essentially the ETF’s investment minimum, and depending on the fund, it can range from under
$100 to $300 or more.Because ETFs are traded like stocks, brokers used to charge a commission to buy or sell them. The good news: Most brokers have dropped trading costs to $0 for ETFs. If you plan to regularly invest in an ETF — as many investors do, by making automatic investments each month or week — consider a commission-free ETF so
you aren’t paying a commission each time.» Learn more: See our list of the best ETF brokers Several investing apps target beginner investors. One is Acorns, which rounds up your purchases on linked debit or credit cards and invests the change in a diversified portfolio of ETFs. On that end, it works like a robo-advisor, managing that portfolio for
you. There is no minimum to open an Acorns account, and the service will start investing for you once you’ve accumulated at least $5 in round-ups. You can also make lump-sum deposits.Another app option is Stash, which helps teach beginner investors how to build their own portfolios out of ETFs and individual stocks. Stash also offers a managed
portfolio.» Learn more: Find the best investing apps. First of all, congratulations! Investing your money can be an extremely reliable way to build wealth over time. If you're a first-time investor, we're here to help you get started. It's time to make your money work for you. Before you put your money into the stock market or other investments, you'll
need a basic understanding of how to invest your money the right way. Unfortunately, there's no one-size-fits-all answer here.The best way to invest your money is the way that works best for you. To figure that out, you'll want to determine your investing style, budget, and risk tolerance. So, let's take those one at a time.How to invest moneyldentify
your investing style.Determine your budget for investing.Assess your risk tolerance.Decide what to invest your money in.Investing stylel. Your investing styleHow much time do you want to put into investing your money?The investing world has two major camps when it comes to how to invest money: active investing and passive investing. And
neither is a clear winner. Both can be great ways to build wealth as long as you focus on the long term and aren't just looking for short-term gains. That said, your lifestyle, budget, risk tolerance, and interests might give you a preference for one type.Active investingActive investing means taking time to research your investments and constructing
and maintaining your portfolio on your own. In simple terms, if you plan to buy and sell individual stocks through an online broker, you're planning to be an active investor. To successfully be an active investor, you'll need three things:Time: Active investing requires lots of homework. You'll need to research stocks, perform some basic investment
analysis, and keep up with your investments after you buy them.Knowledge: All the time in the world won't help if you don't know how to analyze investments and properly research stocks. While you don't need a mathematics degree to be an effective investor, you should at least be familiar with some of the basics of analyzing stocks before you invest
in them.Desire: Many people simply don't want to spend hours on their investments. Since passive investments have historically produced strong returns, there's absolutely nothing wrong with this approach. As Warren Buffett once said regarding passive investing, "It isn't necessary to do extraordinary things to get extraordinary results." Active
investing certainly has the potential for superior returns, but you have to want to spend the time to get it right.It's also important to understand what we don't mean by active investing. Active investing doesn't mean buying and selling stocks frequently, it certainly doesn't mean day trading, and it doesn't mean buying stocks because you think they
will go up over the next few weeks or months. Passive investing is the equivalent of an airplane on autopilot. You'll still get good results over the long run and with far less effort. In a nutshell, passive investing involves putting your money to work in investment vehicles where someone else does the hard work.Mutual fund investing is an example of
this strategy, as are exchange-traded funds (ETFs). Alternatively, you can hire a financial or investment advisor or use a robo-advisor to design and implement an investment strategy on your behalf. All of these are ways to invest without doing too much research and with minimal ongoing time commitment to managing your portfolio. More simplicity,
more stability, more predictabilityA hands-off approachModerate returnsTax advantages More work, more risk, more potential rewardInvesting yourself (or through a portfolio manager)Lots of researchPotential for huge, life-changing returns How much money do you have to invest?You may think you need a large sum of money to start a portfolio,
but you can begin investing with $100. We also have great ideas for investing $1,000.Here's the point: The amount of money you're starting with isn't the most important thing. The big question is whether you're financially ready to invest and to invest frequently over time.One important step to take before investing is to establish an emergency fund.
This is cash set aside in a form, such as a savings account, that makes it available for quick withdrawal.Most investments, whether stocks, mutual funds, or real estate, have some level of risk. You never want to be forced to divest (or sell) these investments in a time of need. The emergency fund is your safety net to avoid this. Divesting means getting
rid of or reducing your position in an asset. Divestiture can occur at the individual or corporate level. Most financial planners suggest an ideal amount for an emergency fund is enough to cover six months of your expenses. Although this is certainly a good target, you don't need this much money set aside before you can start investing.At first, the goal
is to avoid having to sell your investments every time you get a flat tire or some other unforeseen expenses pop up. A more achievable target might be having $1,000 set aside before you invest, as this would make you better prepared than most Americans for unplanned expenses. It's also smart to get rid of any high-interest debt (like credit cards)
before investing.Think of it this way: The stock market has historically produced returns of 9% to 10% annually over long periods, depending on the time frame you're viewing. If you invest your money at these types of returns and pay your creditors 24% interest (roughly the average credit card interest rate in May 2025), you'll put yourself in a
position to lose money over the long run, even if your investments perform well. How much financial risk are you willing to take?Not all investments are successful. Each type of investment has its own level of risk, but this risk is often correlated with returns.It's important to find a balance between maximizing the returns on your money and finding a
comfortable risk level. For example, high-quality bonds, such as Treasury bonds, offer predictable returns with very low risk. But they also have relatively low returns (between 3.8% and 4.9% as of May 2025), depending on the maturity term you choose and the current interest rate environment.By contrast, stock returns can vary widely depending on
the company and time frame. However, the overall stock market has historically produced average returns of almost 10% per year.There can be huge differences in risk, even within the broad categories of stocks and bonds. For example, Treasury bonds or AAA-rated corporate bonds are very low-risk investments. However, they pay relatively low
interest rates. Savings accounts represent an even lower risk but offer less reward. An interest rate is the cost of borrowing money or the premium you get for lending money. Learn how interest rates affect the economy. On the other hand, a high-yield bond can produce greater income but will come with a greater risk of default. In the world of
stocks, the spectrum of risk between blue chip stocks, like Apple (AAPL -2.88%), and penny stocks is enormous. One good solution for beginners is to use a robo-advisor to formulate an investment plan that meets your risk tolerance and financial goals.In a nutshell, a robo-advisor is a service offered by a brokerage. It will construct and maintain a
portfolio of stock- and bond-based index funds designed to maximize your return potential while keeping your risk level appropriate for your needs.What to invest in4. What should you invest your money in?How do you decide where to invest your money?This is a tough question; unfortunately, there isn't a perfect answer. The best type of investment
for you depends on your investment goals and risk tolerance. But with the guidelines discussed above in mind, you should be far better positioned to decide what to invest in.For example, if you have a relatively high risk tolerance, along with the time and desire to research individual stocks (and learn how to do it right), that could be the best way to
go. If you have a low risk tolerance but want higher returns than you'd get from a savings account, bond investments (or bond funds) might be more appropriate.If you're like most Americans and don't want to spend hours on your portfolio, putting your money in passive investments like index funds or mutual funds can be a smart choice. And if you
really want to take a hands-off approach, a robo-advisor could be right for you.Related investing topics Investing money may seem intimidating, especially if you've never done it before. However, if you figure out how you want to invest, how much money you should invest, and your risk tolerance, you'll be well positioned to make smart decisions with
your money that will serve you well for decades to come. Before you start investing money, you need to determine your budget and risk tolerance. That is, are you willing to take on more risk for the potential of superior returns, or is your main priority to make sure you don't lose money?Then, you can determine your investment style and decide
whether you should buy individual stocks or use passive investment vehicles like exchange-traded funds (ETFs) or mutual funds. Once you've decided on all that and done some investment research, you can open a brokerage account and get started. There are many ways you can invest money, including stocks, bonds, mutual funds, exchange-traded
funds (ETFs), certificates of deposit (CDs), savings accounts, and more. The best option for you depends on your particular risk tolerance and financial goals. There are several beginner-friendly ways to invest. You can open a brokerage account and buy passive investments like index funds and mutual funds. Another (even easier) option is to open an
account with an automated investing app -- also known as a robo-advisor -- which will use your money to create an appropriate portfolio of investments. Over time, the stock market has produced annualized returns of 9% to 10%, although performance can vary dramatically from year to year. On the other hand, fixed-income investments, like bonds,
have historically generated 4% to 6% per year but with far less volatility. There are plenty of ways to invest $1,000 to make more money. If you don't want to spend a ton of time researching and planning investments, opening an account with a robo-advisor (an automated investment platform) or buying ETFs or mutual funds could be a smart way to
go.Alternatively, if you want to own individual stocks, $1,000 can be enough to create a diversified portfolio. That's especially true if your broker allows you to buy fractional shares of stock. Matt Frankel has no position in any of the stocks mentioned. The Motley Fool has positions in and recommends Apple. The Motley Fool has a disclosure policy.
The idea of investing can be intimidating for many beginner investors who are just starting out, but it’s an important part of saving for various financial goals and building wealth. You’ll encounter many different market environments throughout your investing life, so don’t get too caught up in whether right now is the perfect time to get started. But
before making any investment, it’s important for beginning investors to know what their tolerance is for risk. Certain investments carry more risk than others and you don’t want to be surprised after you’'ve made the investment. Think about how long you can do without the money you’ll be investing and whether you’'re comfortable not accessing it for
a few years or longer. Here are some top investment ideas for beginners. Need expert guidance when it comes to managing your investments or planning for retirement? Bankrate’s AdvisorMatch can connect you to a CFP® professional to help you achieve your financial goals. Best investments for beginners 1. 401(k) or another workplace retirement
plan This can be one of the simplest ways to get started in investing and comes with some major incentives that could benefit you now and in the future. Most employers offer to match a portion of what you agree to save for retirement out of your regular paycheck. If your employer offers a match and you don’t participate in the plan, you are turning
down free money. In a traditional 401(k), the contributions are made prior to being taxed and grow tax-free until retirement age. Some employers offer Roth 401 (k)s, which allow contributions to be made after taxes. If you select this option, you won’t pay taxes on withdrawals during retirement. These workplace retirement plans are great savings
tools because they’re automatic once you’ve made your initial selections, allow you to consistently invest over time and have higher contribution limits. Often, you can even choose to invest in target-date mutual funds, which manage their portfolios based on a specific retirement date. As you get closer to the target date, the fund’s allocation will shift
away from riskier assets to account for a shorter investment horizon. 2. High-yield savings accounts This can be one of the simplest ways to boost the return on your money above what you’'re earning in a typical checking account. High-yield savings accounts, which are often opened through an online bank, tend to pay higher interest on average than
standard savings accounts while still giving customers regular access to their money. And with online banks still offering high rates on high-yield savings accounts, they can be a great place to park money you’'re saving for a purchase in the next couple years or just holding in case of an emergency. 3. Certificates of deposit (CDs) CDs are another way
to earn additional interest on your savings, but they will tie up your money for longer than a high-yield savings account. You can purchase a CD for different time periods such as six months, one year or even five years, but you typically can’t access the money before the CD matures without paying a penalty. These are considered extremely safe and if
you purchase one through a federally insured bank, you’re covered up to $250,000 per depositor, per ownership category. 4. Mutual funds Mutual funds give investors the opportunity to invest in a basket of stocks or bonds (or other assets) that they might not be able to easily build on their own. The most popular mutual funds track indexes such as
the S&P 500, which is comprised of around 500 of the largest companies in the U.S. Index funds usually come with very low fees for the funds’ investors, and occasionally no fee at all. These low costs help investors keep more of the funds’ returns for themselves and can be a great way to build wealth over time. 5. ETFs Exchange-traded funds, or
ETFs, are similar to mutual funds in that they hold a basket of securities, but they trade throughout the day in the same way a stock would. ETFs do not come with the same minimum investment requirements as mutual funds, which typically come in at a few thousand dollars. ETFs can be purchased for the cost of one share plus any fees or
commissions associated with the purchase, though you can get started with even less if your broker allows fractional share investing. Both ETFs and mutual funds are ideal assets to hold in tax-advantaged accounts like 401(k)s and IRAs. 6. Individual stocks Buying stocks in individual companies is the riskiest investment option discussed here, but it
can also be one of the most rewarding. But before you start making trades, you should consider whether buying a stock makes sense for you. Ask yourself if you are investing for the long-term, which generally means at least five years, and whether you understand the business you are investing in. Stocks are priced every second of the trading day and
because of that, people often get drawn into the short-term trading mentality when they own individual stocks. But a stock is a partial ownership stake in a real business and over time your fortune will rise with that of the underlying company you invested in. If you don’t feel you have the expertise or stomach to ride it out with individual stocks,
consider taking the more diversified approach offered by mutual funds or ETFs instead. Reasons to start investing now Investing is crucial if you want to maintain the purchasing power of your savings and reach long-term financial goals like retirement or building wealth. If you let your savings sit in a traditional bank account earning little or no
interest, eventually inflation will decrease the value of your hard-earned cash. By investing in assets like stocks and bonds, you can make sure your savings keep up with inflation or even outpace it. Short-term investments like high-yield savings accounts or money market mutual funds can help you earn more on your savings while you work toward a
big purchase such as a car or a down payment on a house. Stocks and ETFs are considered better for long-term goals like retirement because they are more likely to earn better returns over time, but they carry additional risk. It's important to match an investment to the timeframe when you'll need the money. Money that you need immediately should
be in safe, accessible investments, while money you won't need for a long time can be invested in higher-returning but more volatile assets. — James Royal, Ph.D., Bankrate Investing and Wealth Management Principal Writer Risk tolerance: Before you start investing, you’ll want to understand your own tolerance for risk. Volatile investments such as
stocks can make some people very uncomfortable when they decline, which can cause you to sell at the worst possible time. Knowing your risk tolerance will help you choose which investments are best suited for you. Financial goals: Establish both short- and long-term goals that you want to achieve through saving and investing. Understanding your
investment goals will help you develop a solid plan. Active or passive: You’ll also need to decide if you’d like to be a passive investor or an active one. A passive investor typically owns an asset like diversified mutual funds or ETFs that charge low fees, while an active investor might choose individual investments or mutual funds that aim to outperform
the market. Studies have shown that passive investing tends to outperform active investing over time. Do-it-yourself or hire someone: You can also choose to manage your own investments through an online broker or hire a financial advisor (or robo-advisor) to help you out. You’'ll likely incur lower costs if you do it yourself, but an advisor can be
helpful for those just starting out. Taxes: If you own investments in an individual or joint account, you’ll likely need to pay taxes on the interest, dividends and capital gains you earn. You can avoid these taxes by owning investments in tax-advantaged retirement accounts such as an IRA. How much money do you need to start investing? The good news
is that you don’t need much money to start investing. Most online brokers have no account minimums to get started and some offer fractional share investing for beginners starting with small dollar amounts. For just a few dollars, you can purchase ETFs that allow you to build a diversified portfolio of stocks. Micro-investing platforms will even let you
round up purchases made through a debit card as a way to get started with investing. Bottom line If you're just starting out as a beginning investor, make sure to consider your risk tolerance and what your financial goals are before committing money to an investment. Some investments, like high-yield savings accounts, allow for quick access to
money if emergencies come up. Meanwhile, stocks should probably be part of a long-term investment plan instead. Many beginning investors also turn to robo-advisors, where an algorithm automatically selects and manages a diversified portfolio of exchange-traded funds for you, based around your individual financial needs and appetite for risk.
Editorial Disclaimer: All investors are advised to conduct their own independent research into investment strategies before making an investment decision. In addition, investors are advised that past investment product performance is no guarantee of future price appreciation. If you’re a beginning investor looking for ways to make your money grow,
you're not alone. Going it alone when learning to invest is a tried-and-true path. But everyone has to start investing money somewhere. Today, getting information about how to invest money online has increasingly become the norm than the exception. Looking here surfaces several exciting ideas worth considering when looking to build a diversified
portfolio for beginner investors. In other words, you’re never too young to learn about the best investments for beginners. This article will discuss how to choose these investments and what they are. Some suitable investments for beginners include high yield savings accounts and checking accounts, stocks, bonds, index funds, and more. Many new
investors might not know the best place to start or where to put their money first. When beginners think of investing, visions of stock market investing or cryptocurrency investing might come to mind. However, before you start investing in the market, it’s a good idea to have some cash on hand in an emergency fund or checking account. Here are
some options to consider. 1. Emergency Fund Many Americans fail to set aside money in an emergency fund, leaving them exposed to financial risk. If this is you, consider starting one today. That way, if something unexpected happens, such as losing your job or having to pay for car repairs, an emergency fund will help give you some financial
stability until things are back on track. Additionally, having an emergency fund can help if you need to leave a toxic job, fly last minute to say goodbye to a grandparent, or have an unexpected medical issue. Many financial experts recommend you establish an emergency fund first before investing money in the market. That way, unexpected events
won'’t derail your daily budget. Lastly, emergency funds provide incredible peace of mind. Life is easier when unexpected repairs or doctor’s bills don’t cause financial stress. In other words, an emergency fund goes a long way to ease tension and worry in everyday life, and who doesn’t want that? 2. Checking Account If you have cash on hand, it’s
best to keep it in a checking account (and not under your mattress.) Much like the credit bureaus report how you handle credit, an organization called ChexSystems keeps track of how you handle checking accounts. Thus, putting your money in a bank account is an excellent way to establish a history with the bank. Most checking accounts don’t
provide competitive interest rates, but many credit unions and banks offer other benefits, like a debit card, access to loans, and financial education. 3. Savings Account Most banks also offer savings accounts, which is an excellent place to put cash on hand you don’t want to spend (but aren’t quite ready to invest.) Like checking accounts, savings
accounts likely won’t have competitive interest rates unless they are a designated high-yield savings account. Savings account withdrawals used to be regulated. In the past, you could be penalized if you withdrew money from your savings account more than six times per month. However, this changed during the pandemic. For this reason, it’s best to
check with your bank if they charge fees for savings account withdrawals, so you're informed. 4. High-Yield Savings Account High-yield savings accounts are similar to checking accounts, but they offer a slightly higher interest rate. This means you can potentially earn more than your regular bank account, which is why it’s essential to compare the
rates offered by different banks before opening a new one. Banks compete over who can offer the best interest rates on high yield accounts. However, banks base their interest rates on several factors, including something called the prime rate. So, you might notice many banks offer interest rates that are very close to one another. Unfortunately, just
because a bank offers a specific interest rate when you sign up for an account doesn’t mean that you’re guaranteed that interest rate for the long term. Interest rates change, so consider other factors, like how easy it is to transfer money in and out of your account when deciding on a bank. Overall, high yield savings accounts are an excellent place to
keep short-term savings or an emergency fund because they keep your money in a separate location and typically offer better interest rates. Once you have an emergency fund and a bank account with cash on hand, it’s time to consider investing in the market. The easiest way to get started is to take advantage of your employer’s retirement plan
options (if they have them.) The most common retirement plan employer’s offer is a 401(k). A 401(k) is a type of retirement plan that allows you to put away money before it gets taxed and invest it. This can potentially save consumers thousands of dollars in taxes throughout the year. The catch is if you withdraw your money before age 59.5, there
generally are penalties. A 401(k) is designed to grow your money until you're at retirement age. As of 2024, you will be able to save up to $23,000 per year (this limit increases by $7,500 if age 50 or older) in your 401(k). Your employer also has the option to match some of these contributions if they want. If they do, that is essentially free money you
can earn towards your retirement, so it’s absolutely worth it. 6. Retirement Plans—IRA Another type of retirement plan is called an individual retirement account or IRA. An IRA is a type of retirement plan that lets you save up to $7,000 per year (or $8,000 if you are above age 50.) You can invest in an IRA in addition to a 401k. They also have two
types: Traditional IRA and Roth IRA, which will be explained further below. With a Traditional IRA, you contribute pre-tax dollars to your account, and the money grows tax-deferred until withdrawal, which can begin at age 59 %. Roth IRAs are after-tax accounts where your money grows tax-free until you can withdraw at age 59 Y2 without penalty or
taxes on interest earned. The main difference between these two types of accounts is how they affect your tax status at the time of contribution vs. when withdrawing funds later in life. Let’s take a closer look at each type of investment tool so you can decide which best fits your lifestyle. Traditional IRA The benefit of a Traditional IRA is that you could
get an immediate tax benefit when you contribute to it, depending on your adjusted gross income. Then, your investments grow tax-deferred, and this means you will pay taxes on your withdrawals. In other words, you could benefit financially from contributing to a Traditional IRA now, but you will eventually have to pay taxes on withdrawals. If you
expect to be in a much higher tax bracket at 59 %2, a Roth IRA might be a better fit for you. Roth IRA A Roth IRA works in the opposite way of a Traditional IRA. With a Roth IRA, you pay taxes on your income now and contribute after-tax dollars to your IRA account. Then, your investments grow tax-free. When it’s time to take a distribution at 59 %>,
you will not pay taxes on it. In other words, because you paid tax on your income upfront, you don’t have to pay it again when you withdraw. Keep in mind that only people under a specific income limit can contribute to a Roth IRA. Ultimately, it’s up to you to decide which type of IRA retirement plan is best for you and your tax strategy both now and
in retirement. Learn more about the best investments for Roth IRA accounts. 7. Health Savings Account A Health Savings Account (HSA) is a special savings and investment account with a triple tax benefit. First, you can add money to the account pre-tax, and it also grows tax-free. Then, you can spend your funds tax-free on qualifying expenses.
According to the IRS, you are eligible to open an HSA account if you meet these criteria: You have a high deductible health care plan and no other health coverage. You are not enrolled in Medicare. You're not someone else’s dependent. HSAs are a good investment account for retirement planning because your health care costs could rise as you get
older. Saving and investing now and letting those funds grow tax-free could help you considerably when you’re of retirement age. You can invest in mutual funds or exchange-traded funds through your HSA. This grants you the option of investing in stocks and bonds, which can help your account balance compound with time. 8. Brokerage Account A
brokerage account is a bank account that you use to buy and sell investments such as stocks, bonds, mutual funds, exchange-traded funds (ETFs), etc. You can easily open a brokerage account with online brokers offering stock trading apps and platforms. There are traditional brokerage firms where you work with an individual broker who places
trades on your behalf. They’ll typically charge you commissions and fees every time they handle a transaction for you (buying or selling), so it’s essential to pick one that has low trading costs. You can save on transaction fees by using low-cost brokerage firm like Vanguard. This represents one of the best investment apps for beginners and offers
access to low-cost funds with very low fees, which can save you thousands of dollars on fees during your lifetime. There are also other micro-investing apps that enable you to buy investments. Again, be mindful of fees when using investing apps. Although many of them make it incredibly easy to invest, there is typically a cost to use them. As an
investor, it’s just as important to understand what you're investing in as it is to understand the fees associated with your investments. That’s how you ensure you’re on the right track to build wealth in the future. Related: Top Stock Trading App Options for Beginners When many people think about high-yield, high-return investment options, most
people tend first to consider stocks. Investing in stocks is an investment you make by purchasing tiny fractions of ownership in a public company. These small fractional ownership pieces are called shares of a company’s stock. By investing in their stock, you're making a bet that the company grows and performs well over time. You can invest in
companies known for financial stability that deliver consistent performance, returns, and dividends over time—Ilike the “Steady Eddies” recommended by a stock picking service like Motley Fool’s Stock Advisor—or you can go for companies focused on growing rapidly. If you make wise investments and the company you select grows and performs well,
the shares you hold may become more valuable. In turn, they become more desirable to other investors who now are willing to pay more for them than you did. These appreciating assets allow you to earn a return when you sell your stocks down the road. One of the best ways for those who want to grow their wealth with minimal risk is by investing in
stocks of established companies. The average stock market return has been about 10% per year over the last several decades. This doesn’t mean every year will return this amount—some may be higher, some may be lower—remember that’s an average across the entire market and multiple years. If you own individual stocks, their returns vary even
more depending on corporate performance and future-looking investment decisions. The stock market is a good investment for long-term investors no matter what’s happening day-to-day or year-to-year; they want long-term capital appreciation in growth companies and dividend stocks alike. Holding equities over long periods is a surefire way to
learn how to increase net worth. Getting started in the stock market can be a daunting task for beginners, though it doesn’t need to be. The best investing apps for beginners make the process painless and straightforward to get started and continue growing your investment account balance for many years to come. Some free stock trading apps even
allow you to invest for the price of a single share (or less) if they offer fractional shares with apps like Robinhood, M1 Finance and Webull. - Growth Stocks Investing is a way of setting aside money that will work for you so in the future, you can reap all the benefits from your hard work. Investing is a means of achieving one’s better future. Perhaps
said best by legendary investor Warren Buffett, investing is “...the process of laying out money now to receive more money in the future.” Investing aims to put your money to work and grow it over time. Growth stocks take this to another level by seeking capital appreciation as their main investing goal. Growth stocks belong to growth-oriented
businesses, including industries such as technology, healthcare, and consumer goods. Growth companies traditionally work well for investors focused on the future potential of companies. Growth companies focus on reinvestment and continuous innovation, which typically leads them to pay little to no dividends to stockholders, opting instead to put
most or all its profits back into expanding its business. Some popular growth companies include firms like Google, Apple, and Tesla. Despite constantly reinvesting in the business, growth stocks are not without risk. Companies can make poor decisions, markets overvalue stocks, and economic mishaps can derail companies with even the best
prospects. However, growth stocks as a whole tend to provide the best return on investment over time if you can tolerate the volatility that comes with them. But, take risks cautiously. While growth companies have a higher probability of providing an excellent return when compared to other types of investments, you should balance how much risk
you are willing to tolerate. Some companies grow at breakneck speed but have valuations to match. Taking on too much risk can undermine a portfolio and tank returns. Learn how to find individual growth stocks through services like Motley Fool’s Stock Advisor and Epic below. How to Find Individual Companies Worth Buying The best stock picking
services consider all of the variables discussed above when making their selections to subscribers. Have a look at two Motley Fool stock research services subscribed to by close to a million investors. We think either subscription makes for a great short-listing system to find good stocks worth investigating yourself—and possibly even buying for your



portfolio for the long-term. Both services recommend buying and holding for no less than three to five years, departing with some of the other swing trade alerts services people use to find short-term profit potential in the stock market. Motley Fool Stock Advisor: Best for Buy-and-Hold Investors Available: Sign up here Best for: Buy-and-hold growth
investors Price: Discounted rate for the first year (shown below) Motley Fool’s signature product, Stock Advisor, aims to provide investors with one thing: top picks for market-beating stocks from the site’s co-founders. Stock Advisor is an online investment service that espouses my favorite, plain-vanilla trading style: buy-and-hold. Fool analysts
provide recommendations for both “Steady Eddies” and potential high-flying stocks with sound fundamentals—an ideal combination of holdings if you want to generate strong performance without risking extremely high volatility. Importantly, Stock Advisor doesn’t just give you a list of tickers and call it a day—it also provides investment rationales
and research for each pick to help educate you before you buy. And now, Stock Advisor membership provides access to Motley Fool GamePlan: a hub for retirement and financial planning content and tools to improve not just your portfolio, but your entire financial life. GamePlan outlines three portfolio strategies—Cautious, Moderate, and Aggressive
—with picks for mutual funds, exchange-traded funds (ETFs), and stocks, including allocation recommendations. It also hosts a library of content about financial planning, including topics such as everyday finances, health and wellness, and estate planning. And it boasts tools including a variety of calculators, such as credit card interest and mortgage
calculators. How has Motley Fool Stock Advisor performed? Stock Advisor stock picks have performed exceptionally well over the service’s 22-year existence. The service has made 190 stock recommendations that have historically delivered 100%+ returns. Overall, the Motley Fool Stock Advisor stock subscription service has returned 740% through
July 24, 2024, since its inception in February 2002. This number is calculated by averaging the return of all stock recommendations it has made over the past 22 years. Comparatively, the S&P 500 Index has returned 163% over that same time frame. What to expect from Motley Fool Stock Advisor The Motley Fool Stock Advisor service provides a lot
of worthwhile resources to members: “Foundational Stocks”: 10 stocks that can serve as the foundation of your portfolio, whether you're a new investor or experienced Two new stock picks each month Monthly analyst rankings of the service’s top 10 stocks based on their potential to beat the market over a five-year span A list of all the service’s
active picks, “hold” recommendations, and closed positions Recommendations for stock and fixed-income exchange-traded funds (ETFs) you can use to build a diversified portfolio core Access to the GamePlan financial planning hub Access to Fool IQ, which provides essential financial data and news summaries about all U.S.-listed publicly traded
stocks Access to a community of investors engaged in outperforming the market and talking shop The service charges a discounted rate for the first year and has a 30-day membership-fee-back period. Read more in our Motley Fool Stock Advisor review, or sign up for Stock Advisor today. Motley Fool Epic: Stock Picks for Any Investor Motley Fool
Available: Sign up here Price: Discounted price for the first year (shown below) Motley Fool Epic isn’t itself a stock-picking service—instead, it’s a bundled selection of four popular Motley Fool stock recommendation products, three of which you can only enjoy by becoming an Epic member: Stock Advisor: Buy-and-hold stock picks designed to deliver
consistent performance with less volatility. Stock Advisor is the only one of these services you can subscribe to individually. (See our Stock Advisor review.) Rule Breakers: Stocks that have massive growth potential, whether they’re at the forefront of emerging industries or disrupting the status quo in long-established businesses. (See our Rule
Breakers review.) Hidden Gems: Stocks of medium-to-large businesses, selected by Fool CEO and co-founder Tom Gardner for their “all-in, visionary leadership teams.” More so than the other services, Hidden Gems is mindful of macroeconomic and market environments—and how they might dictate how aggressively you should invest. Dividend
Investor: This recommendation service revolves around producing equity income. Fool analysts target companies that deliver above-average yields and dividend growth, with the hope of producing both competitive total returns and an income stream that should carry you through retirement. Epic members will get five new picks per month across the
various services, can access all active recommendations, and also view Cautious, Moderate, and Aggressive strategies including specific stock allocations. But Epic is more than just a pile of recommendation services. Among other features, an Epic membership also unlocks access to ... Fool IQ+: Fool IQ, which comes with Stock Advisor, provides
essential financial data and news summaries about all U.S.-listed publicly traded stocks. With Epic, you get Fool IQ+, which includes all the features in Fool IQ, as well as a much wider variety of financial analysis data (earnings coverage, insider trading data, analyst opinions, and more) and advanced charting options. GamePlan+: GamePlan, which
comes with Stock Advisor, is a hub of financial planning content and tools. GamePlan+, which you get through Epic, delivers a wider array of articles and tools, as well as more in-depth coverage. Epic Opportunities: A members-only podcast. You can learn more by reading our Epic review, or sign up today at Motley Fool. = Dividend-Paying Stocks
Despite being associated with lower long-term returns than many other asset classes, dividend stocks are still a compelling option in some cases. Dividends are regular cash payments issued to shareholders. When thinking of high-yield investments, these likely represent the most direct way to consider how an investment can put money back in your
possession. Because of this direct cash transfer, dividends also tell a lot about the risk profile of a stock. When thinking about the risks involved with a stock that pays dividends (or not), consider some of these factors: The dividend should be far more consistent and declared in a similar (or growing amount) each quarter. Whether the stock goes up or
down, the dividend comes to your brokerage account just the same. Even if your stock underperforms for a while, these dividends should give you something of value and make it easier to hold onto the stock during a market swoon or period of underperformance. Dividends tend to buffer significant falls in price, assuming economic circumstances
don’t warrant cutting dividends. Also, dividend payments remain fixed in dollars per share terms, but dividend yields can rise when a stock’s price falls. That measure represents the amount of money you can expect to return based on the company’s current share price in a year. As a stock’s price falls, you're paying less for that same dividend—
assuming the company doesn’t cut it. Dividends represent stability to investors. Each period, the company needs to have a certain amount of cash go out the door to investors. This minimum level of cash flow going off the balance sheet means companies need to be less risky and plan for this ongoing cost as part of their corporate strategy. As
mentioned above, companies can—and some will—slash their dividends in times of economic uncertainty. While usually one of the last items for a company to cut, because it usually results in the stock plunging—people buy dividend stocks for their consistency. When the company threatens that consistency, investors tend to sell in favor of other
investment options. Look for companies with a consistent history of dividend growth and high yields. Conservative investors tend to find more comfort in these stocks because they have less risk tolerance and still get rewarded for their investment choices through regular dividend payments. 2. Start Investing in the Stock Market through Exchange-
Traded Funds (ETFs) Thanks to events like the Gamestop market mania of early 2021, or the sudden rise of Dogecoin, SPACs, or other meme stocks, many people expect quick and high returns on investing in the stock market. But because of its volatility, this is not guaranteed. One way to diffuse this risk and still earn good returns over time,
consider using index funds as an ETF to build diversification into your portfolio. For beginning investors, using these funds to build entire investment portfolios can make a lot of sense. They provide instant diversification with low costs all-in-one investment. Over time, these are safe investments that build considerable wealth. To understand what
makes diversification powerful, let’s go through a thought experiment on these long-term-oriented, low-risk investments. What’s better than one company that generates an average annual return of 10%? Two companies that earn an average annual return of 10%. What'’s even better than that? Thousands of companies taken together that generate
this kind of return consistently. Why? Because any one company can befall a disaster, suffer a significant setback or even go out of business. Your risk tolerance need not be as high to invest in these safe investments (over long periods). If you own shares of a fund holding stock of different companies, you avoid torpedoing your portfolio because you
spread the risk out to several companies. While markets overall can drop in tandem on major economic news, by holding several companies in index funds simultaneously, your portfolio won’t take on any added risk of specific companies failing. If you can hold through this market tumult and continue to stand firm for years to follow, the market has
always rewarded you in the last century. As an example, think back to the Great Recession back in 2008. If you had owned an S&P 500 index fund, your eyes might have watered as you saw your position lose almost half its value in just a few months. But, if you managed to hold, your same S&P 500 index fund investment would have averaged 18% per
year over the next decade. Just imagine if you’d bought more of the index fund when it fell! The lesson here? If you can see your stock portfolio as an illiquid basket of securities and can only add to them, you can rest easy knowing your money will come back strong over the long term. 3. Start Investing in the Stock Market through Mutual Funds
Investing can be a daunting task for any investor, but many believe that young investors benefit from setting up mutual fund accounts early. These investment vehicles act like ETFs by purchasing a bundle of securities attempting to fulfill some stated investment aim. Mutual funds build portfolios of underlying investments through pooling your money
with that of other investors. This creates a more extensive collection of stocks, bonds, and other investments, called a portfolio. Most come with a minimum initial investment requirement. When a mutual fund’s securities’ values change, the net asset value (NAV) is adjusted accordingly by calculating how much more—or less—the fund would have to
sell its investments for to fulfill shareholder redemptions. This price changes based on the value of the securities in your portfolio at the end of each market trading day. Owning a mutual fund in and of itself does not grant the investor ownership to the underlying securities, and they only own the mutual fund shares themselves. Mutual funds can be
stock funds, bond funds, a combination of them or investments in other assets. Retirees tend to hold a combination of stock funds and bond funds in their retirement portfolios because they both can pay dividends and deliver the upside of stock investments. Mutual funds come in two types: passively managed and actively managed mutual funds.
Managers of an active mutual fund management company buy and sell investments based on their stock research and the fund’s investment strategy. The goal of portfolio management is typically to outperform a comparable benchmark—a commonly used but risky approach. Passively managed mutual funds simply attempt to recreate the
performance of a benchmark index like the S&P 500, Dow Jones or Barclays Corporate Bond Index. These are simply index funds but in mutual fund form. You can invest in mutual funds through: IRAs (Traditional and Roth IRAs) 401(k)s 403(b) 457 plan 529 Plans Education Savings Accounts All of these types of investment accounts will allow you to
reap the long-term rewards of compounding returns in a diversified investment. Investing money in the stock market is one of the best ways to make it grow. Putting your hard-earned cash into investments, such as stocks and bonds, can be a great way to build wealth over time that you otherwise may not have an opportunity to access until later in
life. The great news is you don’t need much money to begin. Even investing small amounts consistently can pay off significantly over time, thanks to compound interest. That’s because instead of just earning interest on your initial investment every year like an ordinary savings account would, with the power of compound interest, you also earn
interest on your original principal and any accumulated returns. Investing is not just for adults either. If you are a teen or young adult that has some extra cash to invest every month, it’s never too early to start planning for your future financial goals through investing. There are plenty of other reasons why someone should start investing as early as
possible, but ultimately it’s because of the power of compound interest and compounding returns over time. The earlier you start, the better. What Should You Consider as a New Investor? As a brand new investor, you should consider some of these things. 1. Financial Goals Sure, we all want to grow wealth, but it’s essential to create specific financial
goals. Write down your net worth goals for now, in five years, in fifteen years, and beyond. Then, work backward to understand how much you need to invest and the types of returns you’d need to achieve to reach your goals. Related: How to Know What Stocks to Buy: Pick Stocks for the Long-Term 2. Time Horizon Again, it’s essential to consider
time. When do you want to retire? Or, when do you want to achieve a financial freedom number? The time frame for meeting your investing goals is just as important as the amount of money you want to have in the future. 3. Risk Tolerance The first step to becoming an investor is knowing your risk tolerance. The right investment mix will depend on
how much you can stomach fluctuations in the market and what return rate you are looking to achieve over time. Your age, family situation, where you live, whether or not this is your primary income source (or only source), and net worth are all crucial factors that play a role in how risky your investments should be. Typically beginner investors can
afford to be a bit riskier than older investors, even if they start with very little money. No one answer applies universally because everyone has different goals and a different tolerance for risk when investing money. 4. Diversification Diversification is a strategy that can help improve your investment returns while also reducing risk. The idea behind
diversification is to limit volatility by investing in different types of assets rather than just one or two. For some people, that means having a diverse investment portfolio, and for others, it means using investment apps in addition to robo advisors or online brokers. A diverse portfolio could contain stock investing, real estate investing, an employer-
sponsored retirement plan, and even saving money in cash. If you have questions about how diverse your investments should be or whether you’re on track with your retirement savings plan, you can always consult a financial advisor. Related: 9 Best Robo-Advisors for Investing Money Automatically 5. Automated vs. Manual Automated investing
means just that - you set up automatic transfers and automatic investing. Typically automatic investors continue to invest month after month regardless of market conditions. This is a highly efficient way to invest money because you can invest consistently over time without letting emotions or the financial news affect your investing behavior. Manual
investing means that you (or your financial advisors) actively watch the financial market and strive to make intelligent investments depending on your goals and market conditions. Deciding on automated vs. manual investing is a personal decision based on your comfort level and long-term goals for financial independence. 6. Taxes There are many tax
considerations when it comes to investing. Your investment income could be taxed. There are also tax-advantaged accounts and other tax benefits depending on the type of investment account you open. If you have questions about investing and taxes, consult a tax professional to ensure that your investments are tax optimized. How Much Money Do
You Need to Start Investing? There is no magic number for how much money you need to start investing. The amount of capital required for a well-diversified portfolio depends on your age, risk tolerance, and financial goals as an investor. Generally speaking, the younger you are when you begin investing, the better. After all, the more money you can
invest early in your life, the more time compound interest has to work its magic. Luckily, with the emergence of investing apps and low-cost brokerage firms, you can start investing today with just a few dollars (or even a few thousand dollars!) The most important thing is that you get started, do your investment research, and take an active role in
learning how to build wealth in the future. Related: 11 Best Non-Stock Investments [Alternatives to the Stock Market]



