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Unlocking the Mystery of the Stock Market: How It Works

Open-Ended Response Answer Key

1. Buying and selling stocks in the stock market involves several
steps. First, you select a stock you want to buy based on research
or analysis. Then, you place an order with a stockbroker, either
through a traditional human broker or an online platform. The
stockbroker facilitates the transaction by matching your buy
order with a seller's sell order. Once the transaction is complete,
you become a shareholder in the company.

2. Investing in stocks offers the potential for growth and dividend
income, but it also carries risks, including price volatility.
Individuals should consider their financial goals, risk tolerance,
and time horizon before investing. Diversifying a portfolio and
having a long-term investment strategy can help mitigate risks.

3. Stock market performance can influence investor confidence.
Positive trends often lead to increased investment and
economic stability, while negative trends can erode confidence
and result in decreased investment and economic uncertainty.

4. When explaining the stock market to a friend, | would emphasize
that it is a marketplace where shares of publicly traded
companies are bought and sold. | would mention the concept
of ownership through stock ownership, the role of stock
exchanges, the influence of supply and demand on stock

prices, and the potential benefits and risks of investing in stocks.

© ReadingDuck.com




