
HOW TO  
CHOOSE THE 

RIGHT BROKER 
FOR YOU



Once you understand the trades we’ll be making here at Zach’s Weekly Squawk Box, you’ll need an account with a stock 
brokerage to place the trades.

You might already have a brokerage account… but is it the best one for you? Or maybe you’ve never traded so much 
as a stock in your life… so where do you start?

That’s what this report is all about. I’m going to go through the basics of some of the most popular online brokers out there.

Keep in mind, this is for informational purposes only. I’m not getting paid to mention them here. And there are lots of 
other brokers out there that I simply don’t have the space to cover. But you can use the criteria I suggest to evaluate 
other brokers on your own.

Finally, choosing the right broker for you can involve a lot of personal preferences. Objectively, there isn’t a broker 
with the best trading software or the best research. It all comes down to your needs and how much you are willing to 
pay to have those needs met.

There are, however, three very objective factors you need to consider when choosing a broker to follow my trades: its 
fees, its options approval levels and its margin requirements.

Let’s break it down.

Fees
Up until recently, it wasn’t uncommon for online trading platforms to charge hefty per-trade fees and commissions. 

All of a sudden, however, just about all the major online brokers and trading platforms have slashed commissions and 
fees. Charles Schwab was the first broker to eliminate commissions for online trading of U.S. and Canadian stocks and 
exchange-traded funds (ETF). TD Ameritrade, E*Trade and Interactive Brokers all followed suit. However, there are 
still some things to pay attention to.

For example, you still have to pay attention to your option contracts. Most brokers still charge extra per option contract trades.

For instance, while E*Trade no longer charges a $6.95 commission, they’ll charge 65 cents a contract. So if you sell 10 
puts, you’ll be charged $6.50. 

Also, we always recommend selling your options before they expire. But if you forget and your option expires in the 
money, your broker will automatically exercise it for you. 

If it’s a call, your broker will buy the stock at the option’s strike price and deposit the shares in your account. 

Zero-commission stock trading is certainly a win for investors. However, you still have to be mindful of the standard 
options per contract fees (they’ll be outlined below).
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To follow my recommendations, having a brokerage account isn’t enough.

You’ll also need your broker’s permission to trade options.

Levels and Tiers
Brokers have an obligation to make sure their clients don’t get in over their heads. So they don’t let you trade options 

willy-nilly. Instead, clients must apply for permission to trade certain kinds of options.

To simplify the process, brokers often break specific types of options trades into “levels” or “tiers.” In general, the 

higher the level or tier, the more risky the activity. And since the kinds of trades you’ll find in Zach’s Weekly Squawk 

Box involve very little risk, they’re often considered a low-level or tiered type of trading.

But levels and tiers are not universal — brokers set their own levels and tiers, plus the criteria for each one. So what 

one broker considers a “level one” trade might be a “level three” trade at another broker. Since you’ll need to jump 

through more hoops to make level three trades, it might make more sense to switch to a broker that allows my trades 

at a lower level.

Some brokers may also require you to open a margin account to be allowed to trade options.

Hopefully you won’t have to worry about actually using margin to fund your trades. But in case it does come up, you 

should know what margin is all about.  

Margin
With a margin account, your broker lends you money to help with stock purchases and trades.

Of course, since this is a loan, you’ll need to pay that money back eventually. And until you do, you’ll pay interest on 

the loan, often daily. 

But with a margin account, you’ll need a lot less cash on hand. Exactly how much depends on the broker you use.

It sounds a little complicated, I know — but your brokerage will help you figure it out.

Another danger of a margin account: If the stock drops significantly in value, your broker could demand that you 

add more cash to your margin account. And if the drop is serious enough, the broker may even automatically sell the 

stock to make sure your margin account stays at the required level.

So it’s important to know a broker’s margin requirements and policies. Like with tiers and levels, brokers set their 

own. That means if you’re not happy with one broker’s margin policies, you can look for one with better terms.

Together, fees, levels and margin requirements are the most important things to consider when choosing a broker.

That’s not to discount other factors, like the broker’s ease of use, research tools or even customer service. But those 

will always come down to personal preference. You’ll have to explore each broker to see if they have what you need. 

Many brokers offer free demo accounts to explore their services. You may find it’s worth paying a little bit more for a 

software platform or research services you like.

As part of your research, make sure you know how to use the broker’s software to make different kinds of buy and sell 

orders. The ones you’re most concerned with are limit orders.
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Types of Trades
When you go to buy or sell a stock, your brokerage site will ask you to choose the type of order you want to use. Before 
you make your first trade, make sure you know how to change the order type.

Most brokers default to a “market order.” This is an instruction to the broker to make your trade immediately, paying 
whatever the going rate is. The danger is that if the option’s price is moving fast, your order could be executed for a 
price you’re not happy with. 

Other types of orders give you a bit more control, telling your broker not to take action until certain conditions are met.

Our favorite type of order is a limit order. It’s an instruction that sets the maximum price you are willing to pay for 
something, or the minimum price you are willing to sell it for. Our recommendations will tell you what price to enter 
as your limit.

You may also be asked to choose between a day order or a “good till cancelled” (GTC) order. 

A day order expires when the market closes — if your trade hasn’t hit its limit price, the order won’t be executed. 

A GTC order stays open until you cancelled. You should cancel any unfilled orders after a few days.

With that out of the way, let’s see how some popular brokers stack up.

Brokers to Consider
Remember, this is not an exhaustive list, and the information provided is merely a jumping off point for your own 
research into brokers.

Charles Schwab — The oldest discount broker.

You no longer have to pony up $1,000 to open an account. In fact, you don’t have to pay anything to open an account! 
There is no commission fee, but there is a 65 cents tacked on to trade options contracts. 

Charles Schwab has four trading levels, numbered zero to three. 

Visit their site for details at www.schwab.com or call 1-866-855-9102.

E*TRADE — Easily one of the most well-known online brokers, thanks mostly to their Super Bowl ads.

There is no minimum balance. e*Trade no longer charges a commission fee for online trading of U.S. and Canadian 
stocks and exchange-traded funds (ETFs). It does, however, tack on the 65 cent fee per options contract.

E*Trade has four options trading levels, numbered one to four. 

You can contact E*TRADE at 1-800-387-2331 or https://us.etrade.com/home.

Interactive Brokers — Designed for experienced traders, it’s a little less touchy-feely than other more retail-focused 
firms, but very good online.

There is no minimum account deposit required. It also has ultra-low commissions — just 25 cents per options contract. 
That’s because they expect not to have to spend much time solving issues and questions from inexperienced investors.

And since they cater to experienced investors, they don’t bother with levels or tiers. You just need to stipulate that you 
have more than two years of options trading experience.

Visit their website at www.interactivebrokers.com or give them a call at 1-877-442-2757 for more.

http://www.schwab.com
https://us.etrade.com/home
http://www.interactivebrokers.com
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TD Ameritrade — Another classic discount broker, in the business since 1975. In January 2009, it acquired thinkorswim, 
an award-winning company that provides its clients with advanced trading tools — like its terrific trading platform — 
at no charge, which is definitely a big benefit for more experienced investors. It bought out Scottrade, another discount 
broker, in 2017, expanding its reach even further.

There is no commission fee, but there is a 65 cents tacked on to trade options contracts. There is no minimum to 
open a new account; however, a $2,000 deposit is required to be considered for margin and options privileges.

TD Ameritrade breaks its option approval into tiers. 

Contact them at 1-800-669-3900 or www.tdameritrade.com.

Ally Invest — Formerly known as TradeKing, the company was acquired by Ally Bank in 2017 and renamed Ally Invest. 
Luckily, it retained many of the qualities that made TradeKing so popular. There is no minimum account balance, and no 
commission fees. There is, however, a 50 cent fee per options contract.

It has six levels of option trading. 

You’ll want to open a self-directed account, meaning you’re in full control of what you buy and sell. You can click here 
to go directly to Ally Invest’s new account form.

Contact them at 1-855-880-2559 or www.ally.com/invest.

TradeStation — I’m a big fan of TradeStation. I really love the charting software they offer.

There is no minimum balance required to open an account.

The company allows you to choose from a few a different pricing plans. You can either pay $0.60 per contract, or $0.50 
per contract. (Be sure to read the fine print for all the details.) The site also offers discounts to frequent traders.

TradeStation has five levels for options trading. 

Contact TradeStation at 1-800-808-9336, or visit them at www.tradestation.com.

Let’s Get Trading
In the end, you just want a broker who lets you quickly follow my recommendations without costing you too much in 
fees. Any of these brokers is a great place to start. Be sure to see if they offer free demo accounts, so you can try them out 
before staking real money.

Be on the lookout for my alerts, so you can start adding payments to your account!

 
 
 
Zach Scheidt 
Editor, Zach’s Weekly Squawk Box

© Copyright by St. Paul Research, LLC. 808 St. Paul Street, Baltimore, MD 21202. All rights reserved. No part of this report may be reproduced by any 
means or for any reason without the consent of the publisher. The information contained herein is obtained from sources believed to be reliable; however, its 
accuracy cannot be guaranteed.

http://www.tdameritrade.com
https://invest.ally.com/ola/
http://www.ally.com/invest
http://www.tradestation.com

