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SL: You Lose 10% The Second This Order Fills
SSL: The fix is one call to your broker, and it has to happen before you need it.…
Headline: How to Buy Foreign Stocks Without Paying the Hidden OTC Tax

One stock I'm researching is quoted $65 bid and $72 offered.
The bid is the most anybody will pay you for it right now, and the offer is the least anybody will sell it to you for. That $7 gap between them is called the spread.
You get that quote if you buy it here, on the over-the-counter market. Over-the-counter means it isn't listed on the New York Stock Exchange or the Nasdaq. 
Trades get matched through a network of dealers instead, and for a lot of foreign companies, that's the only place they trade in the U.S.
Pay the $72 offer and the moment your order fills, you own a stock the market will only take back from you at $65. You're down about 10% before the company has done a single thing.
Put real money on it. Buy $10,000 worth at $72 and you get 138 shares, which the market values at $65 the instant you own them. That's about $970 gone on the spread alone, before any commission.
Getting out is worse. Say a stock trades 50,000 shares a day here and 6 million a day at home, and you own 10,000 shares, which makes you 20% of the entire U.S. volume for the day. You're going to get screwed on the price.
On the home exchange that same order would barely register. The real volume is there, and on a stock like this one I'd expect the spread to be pennies.
Most Of The Growth Isn't In The USHere
When I run a screen for companies anywhere in the world expected to grow 25% a year or better over the next 5 years, about 75% of what comes back is outside the United States.
One of my most successful trades was one of those companies. When COVID grounded the world's airlines in 2020, Rolls-Royce (RYCEY), the British company that builds jet engines, lost more than 90% of its value and fell to around $0.70 cents a share. 
Only three3 companies on earth can build engines for wide-body aircraft, and Rolls-Royce gets paid for every hour those engines spend in the air, so the thesis was simple: people would fly again.
We made more than 1,400% as air travel came back. One of our members held 184,000 shares and turned them into millions.
We're so U.S.-centric in how we think that we assume we're the center of the universe, and for a lot of things we are. 
But wWe're not where most of the growth is coming from, and owning some of it also gets part of your money out of the dollar.
Names Brands You Know, Tickers You Don'tYou Already Know

Rolls-Royce trades here as RYCEY, while its home market is the London Stock Exchange. Check the last letter of a 5-letter over-the-counter ticker like that one. 
Under FINRA's symbol rules, an F means you're buying the company's own foreign shares here, and a Y means you're buying an ADR, or American Depositary Receipt, which is a certificate a U.S. bank issues that stands in for shares it holds overseas.
Plenty of household names trade that way, only over the counter here while their real market is overseas. None of these are recommendations:
· SoftBank shows up as SFTBY. The shares that set its price trade in Tokyo.
· BYD, the Chinese electric car maker, is BYDDY here and lists in Hong Kong.
· Adidas has one of each, ADDYY and ADDDF, with its main listing in Germany.
The big, heavily traded names work fine through the U.S. line. What I'm talking about are companies that don't trade a lot here, the unique ones we're researching that you can't just buy.
What Buying At Home Gets YouShop Local
The spread is only the first cost you avoid.
You also skip the foreign share fee. That's a flat charge added to every over-the-counter trade in a foreign company's shares, and Schwab's own pricing guide puts it at $50 a trade.
charges $50 on every online over-the-counter trade of foreign shares, and Fidelity's fee schedule also charges $50 on each trade of a foreign stock that can't settle through the normal U.S. system. SoSo, buying and selling once costs you $100 before the spread.
The ADR custody fee disappears as well. 
According to the SEC's investor bulletin, it typically runs $20 to $50 per 1,000 ADRs, and the common practice is to take it straight out of your dividend before it reaches you.
Owning the real shares means you aren't relying on a bank's paperwork. The lowest tier of ADR can be set up by a bank without the company agreeing to it, and the SEC says the only form filed for those contains no information about the company at all. 
The bank running one of those is often under no obligation to pass your shareholder vote along, either.
On the home exchange, you can trade while that market is open and the news is breaking, instead of waiting for New York to wake up.
Currency is where people get fooled. Buy the F shares here and  Fidelity's own FAQ says the exchange cost is built into your execution price, so you pay it without ever seeing it. 
Buy at home and it's on the ticket, 1% on anything under $100,000 at both Fidelity and Schwab, and if you convert once and hold the local currency, you pay it once instead of on every trade.
An ADR can also disappear on you. 
Robinhood's own help page lays out what happens when the bank ends one: you get cashed out, or you get 6 months to convert into the foreign shares before they're sold for you, or you get converted automatically into shares Robinhood can't hold. 
It's a huge hassle on somebody else's schedule, and Robinhood's answer is to pay the transfer cost to move you to a broker that can hold them.
What It Costs And How To Set It Up Before You Need It
Buying at home isn't free, and I'm not going to pretend it is. Fidelity charges 19 euros a trade in Germany and 9 pounds in London, and Britain adds a 0.5% stamp duty on every purchase. On a thin stock with a $7 spread, that's nothing.
Fidelity is the easiest. Log in, enroll in international trading online at no charge, and pick International Trading on the trade ticket, where stocks use the local symbol followed by a colon and a 2-letter country code. It only works in non-retirement accounts.
Orders there are day orders, cash only, and they only fill while that market is open, so a London trade has to happen before about 11:30 in the morning New York time, and a Tokyo trade happens overnight. Japan and Hong Kong also make you buy in set blocks called board lots, so check the minimum before you size the trade.
Schwab makes you open a second account. The  Schwab Global Account needs a Schwab One account behind it and trades online in 12 foreign markets. You convert cash into that market's currency before each trade, and the commissions run about the same as Fidelity's, plus a 0.1% local broker fee.
Interactive Brokers reaches more than 170 markets.  In the client portal you go to Settings, then Trading Permissions, check the countries you want under Stocks, and add currency trading, and if you're already approved for U.S. stocks a new region is granted in real time. It won't convert currency for you in a cash account, so you convert first, then buy.
I hate their platform, but I've bought shares in Saudi Arabia through it, so I know it works.
Robinhood is where a lot of you already are, and it can't do this.  Its own help page says it generally doesn't support stocks that trade on foreign exchanges, apart from certain ADRs and some Canadian and Israeli listings. It works fine for a commission-free ADR, as long as you understand it gives you no other route.
I don't care which one you use, as long as it lets you do this and you know what it costs. I'm begging you to set it up before you need it.
The I in G.R.I.T. stands for Increase, which means going where the growth is, and most of it is outside the U.S.
Your Assignment This Week
Call your broker, or log in, and get answers to three3 questions.
1. Can I buy a stock directly on a foreign exchange, in that exchange's currency? 

2. What does that trade cost me, compared with buying the same company over the counter here? 

3. Does it work in the account I'm going to use, since some firms only allow it outside retirement accounts?
Write the answers down. If the answer to the first one is no, and on Robinhood it will be, you've just found out it's time for a second account.
Yours in smart speculation,

Karim Rahemtulla
Co-Founder, Monument Traders Alliance

[nonWAR]
P.S. The spread on a thin foreign stock isn't the only place you get overcharged for something you actually want. Gold stocks are in that same spot right now, just at a much bigger scale. 
Iran quietly imported over 100 tons of gold last year, worth more than $8 billion, about 11% of every dollar it spent on imports, more than it spent on phones and pharmaceuticals combined. 
That kind of hoarding is pushing gold stocks to some of the richest premiums I've seen in 46 years of doing this. 
On Thursday, September 24, I'll show you how to use this war and the volatility it's kicked up to buy the world's top gold assets at half price instead, no premium required. 
Register here, and I'll see you on the 24th.

