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Stocks: a slice of the pie

The world of investing can feel more complex than it needs to be. Financial news is full of
jargon, forecasts, acronyms and confident opinions about what markets might do next. Most
investors do not need to spend much time on any of this - and most would do well not to. A
simple understanding of what stocks - also called shares or equities - are, how stock markets
work and why broad diversification matters is usually far more useful than trying to interpret
every headline.

Investors are generally seeking to grow their wealth over time. One way to do this is to buy a share of
a company, in the expectation that the value of that ownership stake will rise and that the company
may distribute some of its profits to shareholders as dividends. Another is to lend money to a
borrower, such as a company or government, in the form of bonds, receiving interest along the way
and your capital back. Shares tend to deliver less predictable outcomes over shorter periods, but
they have historically offered the prospect of higher long-term growth than bonds.
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Figure 1: Stocks performance versus bonds over the long-term, real terms, Feb-79 to Jun-26
Source: Albion Strategic Consulting. Data: Stocks represented by Albion World Stock Market Research Index, Bonds represented by

Albion Short Gilt Index (0-5). For illustrative purposes only. See smartersuccess.net/indices for more details. Adjusted for UK RPI and
UK CPI from inception.

To have bought and sold stocks in - the late 1700s, one would have had to visit a bench under

the buttonwood tree outside 68 Wall Street to have participated in the New York Stock Exchange.
Thankfully, today buying a share in a company is a relatively straightforward process with the
technology to hand. In fact, data show that in the US in 2024, nearly 60% of households held stocks,
and on average a staggering 12bn shares changed hands every day (SIFMA Research, Capital
Markets Fact Book, 2025).

Buying a share makes an investor a part-owner of a business. Shareholders have a claim on a
proportion of the company’s future profits and, in many cases, a vote on important corporate matters.
If the company is wound up, shareholders sit behind lenders and other creditors in the queue, which
is one reason shares are riskier than bonds. That risk is also why investors expect to be compensated
with the possibility of higher long-term returns.
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From a company’s perspective, issuing shares can be a way to raise capital to invest in the business,
fund expansion or strengthen the balance sheet. This is most visible when a company first ‘lists’ on
a stock exchange, or when an already-listed company sells new shares. Once those shares are in
circulation, however, most day-to-day trading takes place between investors rather than between
investors and the company itself. Consider that in 2024, an average of over $600bn worth of shares
changed hands between investors every single day, yet across the entire year, just $200bn worth of
new shares were issued.

When a share price rises or falls on the stock market, the company is not usually receiving or losing
that money directly. Instead, buyers and sellers are agreeing a new price for the same ownership
claim. The price reflects the market’s collective view of the company’s future prospects, taking into
account expected profits, risks, interest rates, competition and countless other pieces of information.
For this reason, the stock market is a forward-looking machine.

For most investors, a sensible route to ownership is not to try to pick the few companies that will be
the big companies dominating the future, but rather to own a diversified basket of companies with
the comfort that tomorrow’s winners will be in there somewhere. Evidence tells us that just 46 firms
accounted for half of the $91 trillion in net wealth created by the US stock market over the century to
2025 (Bessembinder, One Hundred Years in the U.S. Stock Markets, 2026).
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Figure 2: Stocks holdings around the world, by market capitalisation, Dec-25
Source: Albion Strategic Consulting. Data: Vanguard Total World Stock Index Fund. For illustrative purposes only.

The composition of the market changes over time as some businesses grow, others shrink, and

new companies emerge. A broadly diversified portfolio allows investors to own a small slice of many
companies at once, with weights that adjust as market values change. This is a simple and efficient
way to participate in the growth of listed businesses around the world.

Funds also make the practical administration of share ownership much easier. Instead of buying,
selling and monitoring individual shares, investors can delegate these tasks to a fund manager.
In many cases the manager will also vote on shareholders’ behalf on matters such as board
appointments, executive pay and wider environmental, social or governance issues.
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For this reason, we allocate the fixed income element of your portfolio to investment funds that
diversify across many different creditworthy, investment grade bonds. We refer to this part of the
portfolio as the ‘defensive assets’.

The key takeaways

+ A share in a company provides the owner with a claim on part of the underlying business and
its future profits.

* Most stock market trading takes place between investors, rather than between investors and
the companies themselves.

« Share prices move as the market updates its view of a company’s future prospects.

+ A market-cap-weighted global equity portfolio gives larger companies larger weights, while
still providing exposure to many thousands of listed businesses.

« Diversified funds allow modern investors to access global equity markets efficiently, while
delegating administration and stewardship responsibilities to a fund manager.
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Other notes and risk warnings

Use of Morningstar Direct© data

© Morningstar 2026. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/

or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate,
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising
from any use of this information, except where such damages or losses cannot be limited or excluded by law in your
jurisdiction. Past financial performance is no guarantee of future results.

Risk warnings

This article is distributed for educational purposes only and must not be considered to be investment advice or an
offer of any security for sale. The reference to any products is made only to make educational points and must, in no
circumstances, be deemed to be any form of product recommendation.

This article contains the opinions of the author but not necessarily the Firm and does not represent a
recommendation of any particular security, strategy or investment product. Information contained herein has been
obtained from sources believed to be reliable but is not guaranteed.

Past performance is not indicative of future results and no representation is made that the stated results will
be replicated.

Errors and omissions excepted.

Barnett Ravenscroft Wealth Management is a trading name of Barnett Ravenscroft Financial Services Ltd which is
authorised and regulated in the United Kingdom by the Financial Conduct Authority FRN: 225634 and registered in
England and Wales under Company No. 04013532.

The registered office address of the Firm is 13 Portland Road, Edgbaston, Birmingham, B16 9HN
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