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During the speculative run up in the stock market in late 1999- early 2000, margin buying 
hit record levels. Unfortunately, the rapid decline in the markets in mid-late 2000 wiped 
out the accounts of many margin buyers. With this experience fresh in investor’s minds, 
one would expect margin buying to much less common today. However, the National 
Association of Securities Dealers announced that margin loans have quadrupled this year, 
hitting a record $26 billion in July. New York Stock Exchange-regulated firms have seen 
a 10% increase this year in margin loans, with a total of $148.5 billion outstanding as of 
July.  
 
Many market pros view these numbers as a sign that the market is again seeing a lot of 
speculative buying. It is very important for all investors to know the upside and downside 
of using this strategy as the temptation once again presents itself. The past few years have 
been tough ones for most stock market investors, but one from which many lessons can 
be learned to make everyone a more successful investor in the future. The lesson of the 
perils of margin buying should not be forgotten. It is a lesson that is too expensive to re-
learn. 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.T  
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