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Margin the Kid

Has anyone ever kidded you by giving you a funny nickname?
Well, my friends call me Margin the Kid.

It began after I opened a margin account with my broker. A
margin account allows me to buy stock with money borrowed from my
broker. That's called buying stock on margin. For every share I buy
with my own money, I can buy an extra share with my broker's loan.

I knew I'd have fo pay interest on the loan and would have to pay
back the borrowed money. But I figured it was worth it. If the stock
went up, I'd magnify my gains. I'd gain on the shares I bought with my
own money but also on the shares I bought with my broker’s loan. I
could then pay back the loan and keep all the gains.

The trouble was, I overlooked the other side of the margin coin.
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You see, stock market rules require the
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stock to repay the loan. I ended up with
nothing at all — except a new nickname
from my friends.
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