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Introduction 

 

he following articles will explore trading in penny stocks.  We will cover how to 
go about determining which penny stocks to invest in, their tradability, and a 
general overview of the market.  We highly recommend doing your own 

independent research before investing, and this is certainly a great place to start. 
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How Do You Trade in Penny Stocks 

 

any beginner investors hear that penny stocks are a good way to get started 
playing the stock market, but penny stocks are hard to find and are 
infrequently traded. So, how do you trade in penny stocks when you’re 

interested in making an investment? 

Penny stocks don’t trade on well-known stock exchanges such as NYSE, NASDAQ, 
and AMEX. Rather, penny stocks are traded “over-the-counter,” and infrequently so. 
Some investors shy away from trading in penny stocks because of the infrequent 
trading, which makes it hard to sell penny stocks as well. Some investors fear being 
unable to unload stock that’s losing money, compromising capital, and losing their 
entire investment. This can happen with stock that trades infrequently like penny 
stocks. For this reason, penny stocks are considered a high-risk investments. 
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But if you can’t find them on the open market, then how do you trade in penny stocks? 
It’s true that penny stocks sell for low prices, allowing investors to buy shares at very 
low prices. When all goes well, the stocks make good profit for a small initial 
investment. This is the promise of penny stocks, and why some investors find them 
very appealing. Those who want to trade in penny stocks may have to look harder to 
find the stocks they want to invest in, but for many this is well worth it. Finding 
information on trading penny stocks isn’t all that difficult. 

If you work with a broker, they will have lots of information on different penny stocks. 
You’ll get monthly updates on the progress of your stock, and always know what the 
status of your investment is.  

In order to trade in penny stocks and find out what penny stocks are available for you 
to invest in, check the OTCBB or Pink Sheets listings. This will help you find information 
not only on current penny stocks, but other over-the-counter investments that you 
might want to make. It’s a good idea to check your stock options with both the OTCBB 
and Pink Sheets.  

When trading is on, you will want to be prepared to act quickly. Trading in penny 
stocks can be tricky, so be sure you do your research. It may be a good idea to regularly 
check stock sheets and watch certain penny stocks before making any investments 
of your own. This will give you some idea of how certain stocks behave, and let you 
know what sort of activity you might see if you invest. It’s always a good idea to 
thoroughly look into any type of stock before investing your money.  

Once you know how to trade in penny stocks, there’s nothing to stop you from making 
an investment in the stock of your choice. If you’re interested in doing this type of 
trading, there’s no reason not to give it a try. After all, in the end it’s your money, and 
you can do anything with it you please. 
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Trading of Penny Stocks 

 

Introduction to Penny Stocks 

he trading of regular stocks generally takes place on the various stock 
exchanges; however, penny stocks trading generally takes place outside of the 
national stock exchanges such as the NYSE and NASDAQ. In general, penny 

stocks are traded in over-the-counter markets such as OTCBB and Pink Sheets, and 
some of the shares are available for pennies. A few penny stocks have a huge 
potential to reach higher levels and even compete with regular stocks; however, there 
is still the need to correctly identify these stocks. Smaller companies whose market 
capitalization is below $5 million offer penny stocks, and as soon as the company 
grows, there is a sharp increase in penny stock prices. 
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Share Markets 

The major stock exchanges include the NYSE, NASDAQ, OTCBB and Pink Sheets. 
Penny stocks are generally traded at OTCBB and Pink Sheets, but as per the 
guidelines of the SEC, penny stocks may be traded on all the exchanges.  

There are various minimum requirements for the listing of shares by companies on the 
NYSE and NASDAQ.  There is only one requirement for the trading of penny stocks on 
OTCBB, and that is that the company should remain current in SEC filing. There is no 
place for a penny stock quotation if the stock does not meet the minimum standards 
set by different stock exchanges or OTCBB. Sometimes the penny stocks already 
being quoted at OTCBB do not meet the SEC requirements, and will be allowed a 
certain period for completing the formalities. If the companies do not fulfill the required 
conditions even after a 30 or 60 day grace period, the penny stocks will be removed 
from their listing. 

Pink Sheets play a major role in over the counter trading. The National Quotation 
Bureau or NQB provides this service. In fact, the NQB publishes the details of share 
prices and other relevant information on Pink Sheets, as it is difficult to obtain the 
prices of these shares otherwise. Most of the time, brokers get the price and other 
information on penny stocks from market makers and provide it to the customers. In 
today’s internet era, you can find the details of penny stocks just a click away at the 
website, Pink Sheets. A company must meet the minimum requirements of Pink 
Sheets in order to list their stocks on the site .  

Companies generally prefer to list their shares on the NYSE, as it is the highly preferred 
stock exchange. The next preference is given to the NASDAQ and then comes the 
NASDAQSC. The NASDAQ has recently become more popular, and companies who 
have listed their shares on the NYSE are also interested in listing their shares on the 
NASDAQ. The last preferences are OTCBB and Pink Sheets.   
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Penny Stocks Market 
 

Penny Stocks 

There is full-fledged market for penny stocks; however, these stocks have very limited 
liquidity. This is one of the reasons for the penny stock market’s volatility, but 
regardless, the penny stock market is very popular.   

Penny stocks, also sometimes termed as micro-cap, are low-priced stocks generally 
traded in over-the-counter markets. Most of the stocks are available for mere pennies, 
which is why these are known as ‘penny’ stocks. 

Penny stocks are generally offered by a company being in business for less than three 
years and having less than $5 million net tangible assets, a company has at least 
three years in business, but having under $2 million net tangible assets, or a company 
having $6 million revenue over 3 years. 

 

The Over The Counter Bulletin Board 

The OTCBB (Over the counter bulletin board) provides complete information for more 
than 3,000 stocks including real-time quotes display, last sale price, and volumes. 
These equities are generally not traded in any national stock exchanges. The OTCBB 
electronically provides real-time quotes for domestic stocks, foreign stocks, and ADRs, 
as well as displaying the previous days’ trading activity in DPPs. More than 200 
market makers are registered at the OTCBB. Over the counter bulletin boards are 
typically preferred over Pink Sheets. 

 

Pink Sheets 

Pink Sheets is published and maintained by Pink Sheets LLC, and it displays the bid 
and asked quotation prices of different penny stocks. Companies listed in Pink Sheets 
are the most risky as most companies can easily meet the minimum requirements for 
listing. 
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Penny stocks at Pink Sheets are thinly traded. Many companies pay traders for selling 
these penny stocks, and thus brokers may use various fraudulent methods to sell 
shares and take money from people.  

 

Market Makers 

In some of the cases, only a few market makers are actively involved in specific penny 
stocks and, buy and sell these specific securities solely. Dealing with a market maker 
is preferable, as the market maker not only sells the specific stocks, but it also buys 
the stocks. Around 230 market makers are approved by the OTCBB, and these market 
makers buy and sell stocks on regular basis. It is also preferable to see a higher 
number market makers available for specific stocks. Lower numbers of market makers 
can influence or manipulate the value of specific stocks. In such a case, the investment 
in that specific penny stock is more risky, as these few market makers can control the 
prices of the stocks and keep a wide gap between the sale and buying prices of the 
stock. Recently, some of the market makers were found to be involved in fraudulent 
activities. 
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Penny stocks and investments 

 

Penny stocks 

enny stocks are the small value shares that are generally preferred by many 
people for investments. These shares can easily be purchased for pennies, and 
that’s often why they are preferred for investments. However, the investment 

in penny stocks can be risky when you are not aware of the nature and background 
of the company you are investing your money in. Therefore many precautions must 
be taken before investing in penny stocks, and doing thorough research about the 
company offering penny stocks will be helpful in deciding in favor or against a specific 
penny stock. 

 

Investment in penny stocks 

A wise decision and through research about the penny stocks can be rewarding. 
Otherwise, this is a highly risky market. You have to be careful, and should never 
purchase stocks being offered to you for free or even only a few pennies. There are 
some good stocks available, and previously, a few stocks offered at 10 to 20 cents 
have crossed the five dollar mark, although the majority of stocks fail to do so.  

P 



   

       

 

 

 11 Pennystocksnow.com 
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Many people see the investment in penny stocks as an opportunity to earn a few 
dollars while investing a low amount so that the risk is minimum. People get learning 
experience while trading in penny stocks. People also develop some research skills 
while exploring the companies offering penny stocks. It is good to learn about the 
stock market by investing a small amount, and as a result, the basics of investment 
and trading can be easily understood. 

 

Precautions 

As investment in penny stocks is highly risky, some precautions are necessary to avoid 
loss in this market. As the information about penny stocks may not always come from 
a reliable source, you should get  second opinion from another broker before making 
any investment in a particular penny stock.  

Do not purchase the stocks in a hurry, even if the broker does not give you sufficient 
time to make a decision. Think twice before making any investment and do not invest 
too much in a single stock.  

You may get emails or phone calls about some of the penny stock options. The brokers 
or companies pay for such phone calls or email spammers, and therefore you should 
avoid investing in those. Often, a lot of rumors are spread about these penny stocks, 
so you should stay alert and never pay attention to such rumors. It is better to speak 
with a financial consultant or get a second opinion before investing in any penny 
stock. Many times companies or broker may mislead you by offering free stocks or 
newsletters. You should avoid all such offers. 

 

Summary 

Many penny stocks have grown tremendously in the past, from a mere 10 or 20 cents 
to $5 or more. A lot of rumors prevail in the penny stock market, so choosing wisely 
may give you some profit. Otherwise, you may lose your money. 
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Penny Stock Picks 
Penny stocks- an introduction 

f you are well aware of penny stocks and want to invest, you will be interested to 
know how to pick the best penny stocks. You will find a list of many stocks being 
traded at the website, Pink Sheets, and will surely be interested in investing in the 

next Microsoft or Wal-Mart. This may happen only if the investor picks the right penny 
stock. Otherwise, he or she may lose their invested amount. 

 

Limited information for penny stocks 

It is very difficult to find information on penny stocks, as there are few reliable sources 
for us. First of all, the information provided by the company may not be correct, and 
even if the information provided is correct, it may not be relevant.  

For penny stocks, we may not be sure of how to find information about the companies 
offering penny stocks. These companies have to provide a very little information to 
Securities and Exchange Commission (SEC), and get easily listed on Pink Sheets. 
These companies are therefore not regulated by the SEC, as is the case with 
companies listed on the NASDAQ or NYSE. Furthermore, the history of the companies 
listing penny stocks is sometimes not available. The companies may be bankrupt or 
new, having no experience of business and thus highly risky. A new investor should 
therefore carry out the research about the company before putting their hard-earned 
money into the market. 

The next restriction on penny stocks is the limited liquidity. Sometimes it is difficult to 
sell the stock, as you may not find the buyer for it. Having very low liquidity, you may 
have to sell the stock at a hefty discount, causing you a heavy loss. Sometimes the 
brokers manipulate the penny stocks in various ways, and may cause you severe loss. 
Unless you understand the basics of the stock market, avoid investing large amount 
in penny stocks. 
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Chances of fraud 

As the companies offering penny stocks are not scrutinized or regulated by 
government agencies or The Securities and Exchange Commission (SEC), penny 
stocks are more prone to fraud. Most of the time, the companies spread rumors about 
their financial performance and other related information to mislead investors. Many 
times these companies use media such as newspapers, radio, or email to hype up the 
penny stocks offered by them. You may get several emails (spam) from their agents 
as well. These companies also pay for financial consultants to recommend their penny 
stocks to investors. 

 

Picking the right penny stock 

Although the market of penny stocks is highly risky, there are good companies listed 
at OTCBB and Pink Sheets. A thorough understanding is needed to identify the good 
penny stock options, and it is recommended that you do your research before putting 
money in penny stocks. 

 

Summary 

Picking the right penny stocks is  key factor for earning, and you should ensure 
yourself that you are choosing wisely. Research can help you in picking the right penny 
stocks. 
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