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The money basics school didn't teach us, in plain words, one page at a time.

Not financial advice, for education only. This guide explains general

ideas so you can learn the language of money. It is not personal advice and

not a recommendation to buy or sell anything. Investing involves risk,

including the loss of money you put in. All example numbers are illustrative,

not predictions. For advice about your own situation, talk to a licensed

professional.
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1. Money Mindset: Start Small, Start Now

Hey friend, it's Dontè.

If nobody ever taught you how money works, you're not behind. You're normal.

Most of us learned about money by making mistakes. This playbook is here so you

can make fewer of them.

Here are the three ideas I want you to carry through every page:

1. Small is not nothing. Your first $50 matters because it starts a habit. Habits

beat big one-time moves.

2. Time is your best friend. Money that's invested can grow, and then the

growth can grow. That's called compounding. The earlier you start, the more

time it has to work.

3. Protect first, grow second. The goal isn't to get rich fast. The goal is to stay

in the game. People who lose everything on one bet don't get to enjoy

compounding.

A quick reality check: investing is not a get-rich-quick plan. Prices go up and

down. Some years are bad. The SEC's Investor.gov lists "promises of great wealth

and guaranteed returns" as a red flag of investment fraud.

Try this: Finish this sentence and write it somewhere you'll see it: "I'm learning

about money because ___." Your "why" keeps you going on the boring days.



2. Build a Mini Emergency Cushion First

Before you invest a single dollar, set up a small cushion of cash for surprises.

Why? Life happens. A flat tire. A doctor's bill. A slow month at work. Without a

cushion, people often have to sell investments at a bad time, or put the surprise

on a credit card with high interest. A cushion protects your future money from

today's emergencies.

How big?

Mini cushion: A common rule of thumb is to start small, somewhere from a

few hundred dollars up to $1,000. Pick a number that feels reachable for you.

Full cushion (later): Another common rule of thumb is about 3 to 6 months of

basic living costs.

Those are rules of thumb, not official numbers. The Consumer Financial Protection

Bureau (CFPB) says the right amount depends on your situation. One idea from

them: think about the surprise costs you've actually had before, and what they

cost.

Where to keep it? The CFPB says somewhere safe, easy to reach, and where

you won't be tempted to spend it on things that aren't emergencies. Many people

use a separate savings account. Look for one that is FDIC-insured at a bank, or

NCUA-insured at a credit union, and check the interest rate and fees.

How to build it:

Set up an automatic transfer on payday, even $10 or $20. The CFPB calls this

"pay yourself first."

Give the account a name like "Emergency Only."

If you use it, refill it before adding new money to investments.

Illustrative example: Saving $25 a week adds up to $1,300 in a year (52 weeks

× $25), before any interest.

Cushion first. Then we grow.



3. Cash vs. Margin Accounts

When you open a brokerage account (an account for buying investments), you'll

often see two choices: cash or margin.

Cash account You can only buy with money you've actually deposited. If you

have $50, you can buy up to $50 worth. Simple. Note: after you sell, the money

needs to "settle" before it can be reused in certain ways. Since May 28, 2024,

most US stock trades settle one business day after the trade. The SEC calls this

"T+1." Your broker will explain its rules.

Margin account A margin account lets you borrow money from your broker

to buy more than you could with your own cash. That borrowed money is a loan.

You usually pay interest on it.

Why margin is risky for beginners:

Losses get bigger, fast. Borrowing magnifies gains and losses.

You can lose more than you put in. Because part of the money was

borrowed, a big drop can leave you owing money.

Margin calls. If your account value falls too far, your broker can demand more

cash, or sell your investments without telling you first, and that can happen at

a bad time.

Interest adds up. You pay to borrow, win or lose.

My plain-English take: As a beginner, stay in a cash account. Learn with your

own money, in small amounts. Margin is a tool for experienced people who fully

understand the risk, and even they get burned.

Tip: When you sign up, read each screen carefully. FINRA notes that some

brokerage firms make a margin account their default type of account. If you're not

sure what you're turning on, don't turn it on.



4. Fractional Shares and Dividends (DRIP)

Fractional shares: buy a slice, not the whole pie

A share is a tiny piece of ownership in a company. Some shares cost hundreds of

dollars or more.

A fractional share lets you buy part of one share. Instead of needing the full

price, you buy in dollar amounts, like $5 or $10.

Illustrative example: If one share costs $200 and you invest $50, you'd own

0.25 of a share. If the share price goes up or down 10%, your slice goes up or

down 10% too.

Good to know:

Not every broker offers fractional shares, and not every stock or fund is

available that way.

Rules differ by broker. For example, FINRA notes that right now you generally

can't transfer fractional shares to another broker, so you'd have to sell them

first. Read your broker's terms.

Dividends and DRIP: let your money buy more money

Some companies pay owners a share of their profits. That payment is a dividend,

usually paid on a set schedule. Many funds make payouts too.

You can take dividends as cash, or turn on a DRIP (dividend reinvestment plan). A

DRIP automatically uses each dividend to buy more shares, often in fractions.

More shares can mean bigger dividends next time. That's compounding on

autopilot.

Good to know:

Dividends are not guaranteed. Companies can cut or stop them.

Rule of thumb: a very high dividend can sometimes be a warning sign, not a

gift. Look deeper before getting excited.

In a regular taxable account, dividends are usually taxable even if you reinvest

them. The IRS covers this in Publication 550, under "Dividends Used To Buy

More Stock."



5. Options in One Plain Page

You'll hear people online talk about options like they're a shortcut to fast money.

Let's slow down and explain what they actually are.

What is an option? An option is a contract that gives the buyer the right, but

not the obligation, to buy or sell a stock at a set price (the strike price) before a

set date (the expiration date). FINRA explains that a standard-size options

contract equals 100 shares of the underlying stock.

A call option is a bet that a price will go up.

A put option is a bet that a price will go down.

The price you pay for an option is called the premium.

Why options are hard:

They expire. If the stock doesn't move far enough, fast enough, before

expiration, the option can become worthless. You can lose 100% of what you

paid.

Time works against buyers. Options tend to lose value as expiration gets

closer. This is called time decay.

You have to be right about direction, size, and timing. That's three

things, not one.

Selling options can carry very large risk, in some cases more than you put

in.

Warning: options are complex and risky, and it's easy for beginners

to lose money on them. If you buy an option, you can lose everything you

paid. Some selling strategies can lose even more. Options are not a

beginner's shortcut. FINRA notes that trading options requires specific

approval from your brokerage firm, and that's for a reason.

My plain-English take: It's fine to learn what options are, so the words don't

confuse you. But build your foundation first: cushion, cash account, simple

investing, and solid risk habits. Options can wait.



6. A Simple Risk Rule

Here's the rule I want every beginner to know, even if you never trade:

Never bet it all. Risk only a small, set percentage on any one trade.

The 1–2% rule Many traders limit the amount they're willing to lose on any single

trade to a small slice of their account. A common rule of thumb is around 1% to

2%. That's a guideline traders pass around, not an official rule, and I didn't invent

it. Pick your number ahead of time and stick to it.

Illustrative example:

Account size: $500

Risk rule: 1% per trade

Most you plan to lose on one trade: $5

Even if you're wrong five times in a row, you've lost about $25, not your whole

account. That's how you stay in the game long enough to learn.

Stop losses: your exit plan A stop-loss order is an instruction to your broker

to sell if the price falls to a level you choose. It helps you stick to your plan instead

of hoping and freezing.

Illustrative example: You buy at $20 and decide in advance you'll exit at $19. If

the price hits $19, your stop order is triggered and the broker tries to sell.

Know the limits of stop losses:

The SEC explains that a stop order becomes a market order once triggered,

and the stop price is not a guaranteed sale price. So you may sell below your

stop price if the price drops fast or "gaps" overnight.

A stop doesn't make a trade safe. It's a seatbelt, not a force field.

The big three:

1. Decide how much you can lose before you enter.

2. Set your exit, and respect it.

3. Never add money to a losing trade just to "get even."



7. Your One-Page Starter Checklist

Print this page or save it to your phone. Check one box at a time. There's no rush.

Mindset

I wrote down why I'm learning about money.

I understand there are no guaranteed returns.

Foundation

I know my monthly basic costs (rent, food, bills, transportation).

I opened or chose a separate savings account for emergencies.

I set up an automatic transfer, even a small one.

I reached my mini emergency cushion goal.

I have a plan for any high-interest debt.

Account setup

I understand the difference between a cash and a margin account.

I chose a cash account to start.

I checked my broker's fees, fractional-share rules, and DRIP option.

Learning the tools

I can explain compounding to a friend in one sentence.

I understand what fractional shares and dividends are.

I know what options are, and why I'm not starting there.

Protecting my money

I picked my risk rule (a small % per trade).

I know what a stop loss does, and what it can't do.

I will never bet it all.

Habit

I picked a monthly amount I can set aside without stress: $____

I scheduled 15 minutes a week to keep learning.



8. Next Steps

You made it to the end, and that matters. Not everyone takes the time to learn

this stuff. You just did.

Here's what I'd want you to remember:

Start small. $50 is enough to begin learning.

Cushion first. Protect yourself from surprises.

Stay in cash. Skip margin while you're learning.

Let time work. Compounding rewards patience.

Protect your money. Small risk, clear exits, never bet it all.

Join the free weekly email

Every week in Money in Plain English (inside Ask It Simply), I break down one

money idea in plain words, with one simple chart example. No hype, no jargon, no

"buy this now." Just the lessons school didn't teach us, one step at a time.

Sign up free at askitsimply.com/money

Got a money question you've always been too embarrassed to ask? Hit reply to

any email and ask it. Chances are, someone else is wondering the same thing,

and I might answer it (without your name) in a future lesson.

You don't have to know everything to start. You just have to start.

Talk soon, Dontè Ask It Simply



Sources and Credits

I want everything in this playbook to be real and checkable. Here's where the facts come from.

Sources

Compound interest: SEC Investor.gov glossary, "Compound Interest." https://www.investor.gov/introduct

ion-investing/investing-basics/glossary/compound-interest

Try your own numbers: SEC Investor.gov, Compound Interest Calculator. https://www.investor.gov/financ

ial-tools-calculators/calculators/compound-interest-calculator

Guaranteed returns are a red flag: SEC Investor.gov, "Red Flags of Investment Fraud Checklist." http

s://www.investor.gov/protect-your-investments/fraud/how-avoid-fraud/red-flags-investment-fraud-checklist

Emergency funds: Consumer Financial Protection Bureau, "An essential guide to building an emergency

fund." https://www.consumerfinance.gov/an-essential-guide-to-building-an-emergency-fund/

Deposit insurance: FDIC, "Deposit Insurance." https://www.fdic.gov/resources/deposit-insurance and

NCUA, "Share Insurance Coverage." https://ncua.gov/consumers/share-insurance-coverage

T+1 settlement: SEC press release 2023-29, "SEC Finalizes Rules to Reduce Risks in Clearance and

Settlement." https://www.sec.gov/newsroom/press-releases/2023-29 and SEC Investor.gov, "New 'T+1'

Settlement Cycle: What Investors Need To Know." https://www.investor.gov/introduction-investing/general-

resources/news-alerts/alerts-bulletins/investor-bulletins/new-t1-settlement-cycle-what-investors-need-kno

w-investor-bulletin

Margin accounts and their risks: FINRA, "Margin Accounts." https://www.finra.org/investors/investing/in

vestment-accounts/brokerage-accounts/margin-accounts and SEC Investor.gov glossary, "Margin Account."

https://www.investor.gov/introduction-investing/investing-basics/glossary/margin-account

Fractional shares: FINRA, "Investing in Fractional Shares." https://www.finra.org/investors/insights/investi

ng-fractional-shares

Dividends and DRIPs: SEC Investor.gov glossary, "Dividend." https://www.investor.gov/introduction-inves

ting/investing-basics/glossary/dividend and SEC Investor.gov, "Direct Investment Plans: Buying Stock

Directly from the Company." https://www.investor.gov/introduction-investing/investing-basics/glossary/dire

ct-investment-plans-buying-stock-directly

Taxes on reinvested dividends: IRS Publication 550, "Dividends Used To Buy More Stock." https://www.i

rs.gov/publications/p550

Options basics (100-share contract, premium, time decay, approval): FINRA, "Options." https://ww

w.finra.org/investors/investing/investment-products/options and Options Industry Council, "What is an

Option?" https://www.optionseducation.org/optionsoverview/what-is-an-option

Stop orders: SEC Investor.gov, "Stop, Stop-Limit, and Trailing Stop Orders: Investor Bulletin." https://ww

w.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins-15

Rules of thumb (common guidelines, not official numbers): a mini cushion of a few hundred dollars up

to $1,000, a full cushion of 3 to 6 months of costs, risking 1–2% per trade, and treating a very high dividend

as a possible warning sign. All dollar examples are illustrative.

Credits: the snowball picture of compounding is widely used, and it's best known from Warren Buffett and

Alice Schroeder's biography of him, The Snowball (2008). "Pay yourself first" is a long-standing personal-

finance phrase, and I picked it up from the CFPB's emergency fund guide. The section on stop orders follows

the SEC's Investor Bulletin.

Not financial advice, for education only. This playbook is for general educational purposes and does not

consider your personal financial situation. Nothing here is a recommendation to buy, sell, or hold any security

or to use any strategy. Investing involves risk, including possible loss of principal. Options and margin carry

additional risks and are not suitable for everyone. All example numbers are illustrative, not predictions. Past

performance does not guarantee future results. Consider speaking with a licensed financial professional

before making financial decisions.
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