Shares and gearing in a nutshell

Article from insights.bt.com.au

If you want to get into investing — here’s some easy to understand information about how you can

make money from shares.

Shares

One of the most popular asset classes you can invest in shares, also known as equities. When
you buy a share, you buy part-ownership of a particular company. You can invest in shares
directly, by purchasing them yourself (for example, via an online trading account), or indirectly,
through a managed fund or managed account. You can even borrow money to invest in shares,

by using gearing.

Making Money From Shares

Making money from shares

There are usually two ways you can make money from shares:

Selling shares at a higher
price than you paid for them.

Receiving annual or quarterly
dividends (a percentage of
the company's profits).
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And there are generally two ways you can lose money from shares:

Selling shares at a lower price
than you paid for them.

Buying shares that you're
unable to sell at any price.

If you're a shareholder in a company that goes out of business, you could lose the full amount you paid for your shares if you are unable fo sell them.

Share Values Rise and Fall

Share values rise and fall

Shares are considered a growth asset, which means they
offer potentially higher returns when compared to other
asset classes. But share prices can also experience high
volatility over the short term.

A company's share price depends on how well each
company is run. But it also depends on other factors, such
as general market conditions that are beyond the control of
company management.

Let's say you buy shares in a well-run company that produces one particular
resource, such as copper wiring. If demand for copper wiring drops, there's a
good chance your shares will drop in value as a result of the change in market
conditions.

Share prices can change on a daily basis due to events that can be impossible
to predict. Natural disasters, currency fluctuations, and announcements of senior
management changes are just a few of the events that can make a company's
share price rise or fall. For these reasons, shares are a higher risk but
potentially higher return investment than bonds and other assets classes that
offer a more predictable return.
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Advantages of Share Investing

Advantages of share investing
Compared to some other asset classes such as cash and bonds, investing in shares may offer the following advantages
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Investing Your Time

Investing your time

If you want to invest some of your money in shares, you'll also need to invest some of your
time. ’ Y

It's hard to make informed share trading decisions — whether it's buying or selling — if you

don't know anything about the companies in question. ‘ -~ l

You can entrust an expert to make sharemarket investments on your behalf, but if you
want to make those decisions yourself, you'll normally need to spend some time on
research, and keep up with the financial media and other sources of market education.

Shareholder rights

Shareholders have limited liability, which means, usually, you're not personally liable if a
company in your portfolio is unable to pay its debts (assuming you've paid the full price on

your shares). By investing in shares you can hold ownership stakes in local and forgign m
corporations across a wide range of industries. These ownership stakes normally entitle

you fo: \ /
= A share of annual or quarterly profits (dividends) I

- A vote at the company's annual general meeting \‘.‘ \

» Annual company reports and other reports \/

« A share in the underlying assets of the company if it goes into liquidation

Disclaimer

Past performance is not a reliable indicator of future performance. The information and any advice in this publication does not
take into account your personal objectives, financial situation or needs and so you should consider its appropriateness having
regard to these factors before acting on it. This article may contain material provided directly by third parties and is given in good
faith and has been derived from sources believed to be reliable but has not been independently verified. It is important that your
personal circumstances are taken into account before making any financial decision and we recommend you seek detailed and
specific advice from a suitably qualified adviser before acting on any information or advice in this publication. Any taxation
position described in this publication is general and should only be used as a guide. It does not constitute tax advice and is
based on current laws and our interpretation. You should consult a registered tax agent for specific tax advice on your
circumstances.
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