
The Ultimate Beginner’s Guide: What is 
Trading? 
 

So, you’ve heard about the stock market, crypto, and forex, and you’re curious about 
how people make money from them. The simple answer? Trading. But what is trading, 
exactly? It’s not just about luck; it’s a dynamic and exciting field that involves the 

strategic buying and selling of financial instruments to make a profit.  This 
comprehensive guide will break down the essentials of trading, from its core concepts 
to the different types and what it takes to get started. 

 

What is Trading: A Simple Definition 
  

At its core, what is trading? It is the act of buying and selling financial instruments with 
the goal of profiting from short-term price movements. Unlike investing, which focuses 
on long-term growth and holding assets for years, trading is all about seizing 
opportunities in the immediate future. When you trade, you are essentially speculating 
on the direction of an asset’s price—hoping to buy low and sell high, or in some cases, 
sell high and buy low (known as short-selling). 
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The financial instruments you can trade are incredibly diverse and include: 

• Stocks: Shares of publicly-traded companies. 

• Forex (Foreign Exchange): Trading different currencies against each other. 

• Commodities: Raw materials like gold, oil, and agricultural products. 

• Cryptocurrencies: Digital currencies such as Bitcoin and Ethereum. 

• Derivatives: Contracts whose value is derived from an underlying asset, like 
options and futures. 

The Difference Between Trading and Investing 
  

Many people confuse trading and investing, but they are fundamentally different 
approaches to the financial markets. Understanding this distinction is crucial for 
anyone looking to enter the game. 

Feature Trading Investing 

Time 
Horizon 

Short-term (minutes to months) Long-term (years to decades) 

Goal 
Profit from short-term price 
volatility 

Build long-term wealth 

Analysis 
Technical analysis (charts, 
patterns) 

Fundamental analysis (company 
financials) 

Risk Higher risk, frequent transactions Lower risk, less frequent transactions 



Feature Trading Investing 

Involvement 
Active, requires constant 
monitoring 

Passive, “set it and forget it” 

An investor might buy shares in a company like Apple and hold them for retirement, 
expecting the company to grow over the next 20 years. A trader, on the other hand, might 
buy those same shares in the morning and sell them in the afternoon to capitalize on a 
small price fluctuation. 

 

  

Different Types of Trading to Know 
  

Trading isn’t a one-size-fits-all activity. Your trading style will depend on your 
personality, risk tolerance, and the amount of time you can dedicate to the market. Here 
are some of the most common types of trading: 

• Day Trading: This is the most intense form of trading. Day traders open and close 
all their positions within a single trading day, never holding a position 
overnight. They aim to profit from small, quick price movements and require 
constant attention to the market. 

• Swing Trading: Swing traders hold positions for a few days to a few weeks. They 
capitalize on “swings” in price, using technical analysis to identify potential 
reversals or trends. This style is less time-consuming than day trading and offers 
a good balance for many beginners. 

• Position Trading: This is the most long-term type of trading. Position traders hold 
their positions for several weeks, months, or even years. They focus on major 
market trends, often ignoring minor fluctuations. This strategy requires a good 
understanding of both technical and fundamental analysis. 

• Scalping: This is an extremely fast-paced style of day trading. Scalpers make 
dozens or even hundreds of trades in a single day, holding positions for just 
seconds or minutes. They aim for very small profits on each trade, but the 
cumulative gains can be significant. 

 


