When is a Bargain a Bargain?
We all know the best way to make financial gains is to buy low and sell high. Good advice! However, you need to exercise caution in picking low-cost investments. Many stock prices have dropped dramatically in the last few years—some good stocks and some poor stocks. The trick is to determine which is which. 

In general, stocks that are priced below $10 tend to under-perform compared to stocks in the $10 to $25 range. Small or less-promising companies that want to go public are often underwritten by smaller investment banks. They price stocks low to appeal to the small investor. Meanwhile, the “big players” may have policies that prevent them from buying below the $10 range. This automatically results in low demand for such investments, which can result in lower prices that in turn can result in a sell-off by institutional investors. 

Any stock that went public in recent years that is trading for $10 or less may be in trouble or may have been of lower quality to begin with. These stocks tend to be more volatile and probably have less research available. 

Yes, it’s good advice to buy low and sell high, but in addition you have to do your homework and sometimes the lack of research makes it difficult. If you can’t get the information you need to make a good decision, keep shopping.

