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Starting with $500 to $1,000 in a taxable brokerage account is genuinely

enough. One fund—VTI or FZROX at 0.00% expense ratio—is genuinely

enough. The biggest mistake is not choosing the wrong fund; it is waiting.

Every month you delay investing $500 that could compound at 7% annually

costs you growth that cannot be recovered. This guide covers everything a

first-time taxable investor needs to start without overcomplicating the

decision: how much to deposit, which single fund to buy, how to understand

market versus limit orders, how fractional shares work at Fidelity and Schwab,

and what not checking daily actually means for your long-term outcome.

1. Foundation

The structural advantage of starting small and simple is that it removes every excuse to

delay. A $500 investment in a total market index fund is a real investment. It owns a

proportional slice of every publicly traded US company. When Apple rises 1%, your

position rises a fraction. When the entire market rises 10% in a year, your $500 becomes

$550. When it falls 20%, your $500 becomes $400 temporarily, until the market

recovers. Markets have recovered from every decline in modern history, usually within 2

to 5 years, and have compounded at roughly 7% per year after inflation over 100-year

periods. You do not need to understand every company in the fund; you need to

understand that owning the entire market at near-zero cost and holding for decades is

one of the most evidence-backed strategies in personal finance.

FZROX, the Fidelity ZERO Total Market Index Fund, has a 0.00% expense ratio. That

means zero annual fees. On $1,000, VTI at 0.03% costs $0.30 per year; FZROX at 0.00%

costs $0. Over 30 years the direct cost difference is minimal, but the principle matters:

index fund investors who choose the lowest-cost option capture every cent of market

return rather than paying fund managers for the privilege of matching the market.
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FZROX is available only at Fidelity. VTI (Vanguard Total Stock Market ETF) is available at

every broker at $0 commission. Either is an excellent first investment. The difference

between owning VTI and FZROX is approximately zero over any meaningful time horizon.

First investment decision guide comparing VTI (ETF, any broker, 0.03% ER, fractional

at Fidelity/Schwab), FZROX (mutual fund, Fidelity only, 0.00% ER, any dollar amount),

and target-date funds (automatic allocation, 0.08 to 0.15% ER, built-in rebalancing) with

a one-question picker: do you want to manage allocation yourself or automate it?

Order type explainer covering market orders (buy at current price, best for major ETFs

with tight spreads), limit orders (buy at or below a specified price, useful for less liquid

securities), and why new investors should almost always use market orders for broad

index ETFs.

Fractional shares reference showing that Fidelity supports fractional shares starting

at $1 for eligible ETFs, Schwab supports fractional shares starting at $5, and Vanguard

does not support fractional ETF shares—so a $500 investment in VTI at $270 per share

buys 1 full share plus $230 in fractional shares at Fidelity but only 1 full share with $230

sitting as cash at Vanguard.

2. Step-by-Step System

1

Decide how much to start with and start with that amount today

A useful starting range is $500 to $1,000 for a first taxable brokerage investment.

$500 is enough to buy meaningful exposure to the total US market in a single

trade. $1,000 gives you a round number that is easy to track and mentally

significant enough to treat seriously. There is no meaningful financial advantage to

waiting until you have $5,000 or $10,000. Time in the market compounds; time

waiting for a perfect starting amount does not. If you have $500 available today

that is not earmarked for an emergency fund (keep 3 to 6 months of expenses in a

high-yield savings account first), that $500 should be in a brokerage account before

this week is out. The exception: if you have high-interest debt above 7% APR, pay

that down before investing in taxable accounts. The guaranteed 20% return from

eliminating a 20% APR balance beats any market expectation.
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2

Choose one fund and own it consistently

For a first investment in a taxable brokerage account, the evidence strongly

supports owning a single total market index fund and adding to it consistently over

time. VTI (Vanguard Total Stock Market ETF) holds over 3,700 US stocks, rebalances

automatically, and charges 0.03% per year—$3 per $10,000 invested annually.

FZROX (Fidelity ZERO Total Market Index) is available only at Fidelity and charges

0.00%, making it literally free to own. Both are excellent. Buying both

simultaneously is redundant; they own the same market. Adding a second fund

(international stocks, bonds) is a reasonable next step after you have established a

consistent investment habit, but it is not the first step. One fund prevents the

decision paralysis that comes from managing a multi-fund portfolio before you

understand why each piece is there. Add complexity only when you can explain

specifically what problem it solves.

3

Place a market order using fractional shares

In your brokerage account, navigate to Trade or Buy/Sell. Enter the ticker: VTI for

Fidelity, Schwab, or Vanguard; FZROX for Fidelity mutual fund. Set quantity as a

dollar amount rather than a share count to use fractional shares fully. For example:

buying $500 of VTI at Fidelity at approximately $270 per share purchases 1.85

shares—you own $500 of VTI with no cash sitting idle. Order type: Market. Review

the order summary showing the fund name, dollar amount, estimated shares, and

order type. Submit. The trade typically executes within seconds during market

hours (9:30 AM to 4:00 PM ET). For mutual funds like FZROX, you enter a dollar

amount and the order processes after 4:00 PM ET at that day's net asset value with

no bid/ask spread. Confirm the position is showing in your account with the correct

fund name and dollar value before closing the browser.
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4

Set up automatic monthly investment so the account grows without

friction

The most powerful thing you can do after making your first investment is to make

the next one automatic. At Fidelity, navigate to Accounts, then Transfer, then

Automatic Transfers. Set a recurring ACH transfer from your checking account for

whatever amount you can commit to monthly—$100, $200, or $300. Then set an

automatic investment to sweep that cash into your chosen fund when it arrives. At

Schwab, the equivalent is Automatic Investment under Accounts, then Transfer and

Pay. The math on consistency: $200 per month invested for 30 years at 7% average

annual return compounds to approximately $227,000. If you wait 5 years to start,

the same $200 per month for 25 years at 7% compounds to only $152,000. The 5-

year delay costs $75,000 of final value because of 5 fewer years of compounding

on every dollar. The goal of the automatic investment is to remove your future

self's ability to spend that money before it is invested.

5

Understand what the daily price change means and why it does not

require action

On any given day, your brokerage account shows a gain or loss percentage. On a

day when the market falls 2%, your $1,000 position shows a $20 unrealized loss.

This is not a loss you have experienced; it is a temporary change in the price at

which you could sell if you chose to sell today. If you do not sell, it is a number on a

screen. Over the past 50 years, the US stock market has had a negative day

roughly 47% of trading days and a negative year roughly 30% of calendar years.

Despite that, $10,000 invested in 1975 would be worth approximately $800,000

today without additional contributions. The investors who captured that return did

not do so by selling during the negative days. Setting a quarterly or semiannual

review schedule and ignoring daily fluctuations is not negligence; it is the correct

behavior for a long-horizon index fund investor. Checking daily trains your brain to

associate investing with anxiety without providing any actionable information.
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6

Know when and how to sell: holding periods, taxes, and the one valid

reason to exit

There are three valid reasons to sell a taxable brokerage position: you need the

money for its intended purpose such as the goal you were saving toward, you are

rebalancing a significantly out-of-target allocation, or you are harvesting a tax loss

to offset gains elsewhere. Market volatility and scary headlines are not valid

reasons. When you do sell, two rules maximize your after-tax return. First, never

sell a position held less than 12 months unless the tax-loss harvest math clearly

justifies it—short-term gains are taxed as ordinary income at 22%, 24%, or higher,

while long-term gains are taxed at 0% to 15% for most investors. In 2025, the 0%

long-term capital gains rate applies up to $47,025 of taxable income for single

filers and $94,050 for married filing jointly. Second, use specific identification to

choose which shares to sell, selecting the highest-cost lot first to minimize the

taxable gain. Set this cost basis method in your account settings before your first

sale.

3. Key Worksheets & Checklists

These worksheets keep the first year of taxable investing simple and deliberate. The

setup table documents your decision choices; the checklist prevents the three most

common first-year errors; the 30-day tracker ensures the account is running on autopilot

with automatic investments before you move on to other financial priorities.
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1. First Investment Setup Worksheet

Broker Fidelity (FZROX 0.00% ER, fractional shares from $1,

strong app) or Schwab (fractional shares from $5, ATM

reimbursement). Vanguard if primary fund is a Vanguard

mutual fund and fractional ETF shares are not needed.

Starting amount $500 to $1,000. Emergency fund of 3 to 6 months

expenses already in a HYSA. No high-interest debt

above 7% APR outstanding before funding this account.

Fund choice FZROX (Fidelity only, 0.00% ER, mutual fund, minimum

$1) OR VTI (any broker, 0.03% ER, ETF, fractional at

Fidelity and Schwab). Choose one. Not both.

Order type Market order for major ETFs like VTI or SCHB during

normal market hours (9:30 AM to 4:00 PM ET). Enter

dollar amount rather than share count to access

fractional shares.

Monthly auto-

invest

$___ per month starting on date ___. Transfer from

checking ending ___. Fund to auto-invest into: ___.

Review schedule Quarterly or semiannual only. No daily checking. Single

January calendar event to review annual performance

and confirm auto-invest is still active.
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2. Execution Checklist

Emergency fund confirmed at 3 to 6 months of expenses in a high-yield savings

account. No high-interest debt above 7% APR outstanding.

Broker selected and account opened. Bank account linked. Initial deposit of $500

to $1,000 transferred via ACH.

One fund chosen: VTI or FZROX. Not both, not more. Dollar-amount fractional

share order placed and confirmed in account.

Cost basis method set to specific identification in account settings before any

sale occurs.

Automatic monthly transfer set up from bank to brokerage with auto-invest

instruction to sweep cash into the chosen fund on arrival.

No additional funds or strategies added until auto-invest habit has run for at

least 3 consecutive months without interruption.

12-month anniversary of first purchase noted in calendar so long-term capital

gains treatment can be confirmed before any future sale.

Account review frequency set to quarterly maximum. Daily price-checking

removed from routine.
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3. 30-Day Starter Tracker

Week Action Evidence Complete

Week 1 Confirm emergency

fund is in place. Choose

broker. Open account

online in approximately

15 minutes. Receive

account number via

email.

Account number

received; login

confirmed; emergency

fund balance verified in

HYSA

Week 2 Link bank account.

Initiate first transfer of

$500 to $1,000. Place

first buy order for VTI or

FZROX using full dollar

amount with fractional

shares.

Position showing in

account with correct

ticker, dollar value, and

lot date

Week 3 Set cost basis method

to specific identification

in account settings. Set

up automatic monthly

transfer from bank and

auto-invest instruction

into chosen fund.

Cost basis method

confirmed; recurring

transfer scheduled;

auto-invest instruction

active

Week 4 Add 12-month

anniversary of first

purchase to calendar.

Set quarterly review

reminder. Confirm next

auto-transfer date is

visible in Transfer

Activity section.

Two calendar reminders

set; next auto-transfer

date confirmed; account

left alone until quarterly

review
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4. Common Mistakes

Waiting until you have "enough"

money to start investing

There is no minimum that makes

investing worth starting. A $500

investment in a total market fund

today begins compounding

immediately. The $500 you wait to

invest while accumulating $2,000 is

sitting in a savings account at 4.5%

instead of participating in average

market returns of 7 to 10% over long

periods. The first investment is more

about building the habit and

understanding the mechanics than

the dollar amount. Start with what you

have now and add to it consistently.

Buying five different ETFs before

understanding what any of them

do

More funds do not create a better

portfolio. VTI already owns 3,700 or

more US companies. Adding sector

ETFs, thematic funds, or individual

stocks alongside a total market fund

mostly creates overlap, higher

blended expense ratios, and tax

complexity without evidence-based

improvement in expected returns.

Start with one fund. Add a second

only when you can explain in one

sentence exactly what problem it

solves that VTI does not already

address.
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Checking the account value

every day and feeling compelled

to act on moves

Research on investor behavior shows

that people who check their portfolios

daily make worse decisions than those

who check quarterly. The S&P 500

dropped 34% in 5 weeks in early 2020

and recovered to new highs within 5

months. Investors who sold during the

drop locked in real losses. Investors

who held or bought more recovered

fully. Your future self benefits from

treating daily price changes as

irrelevant noise and reserving

judgment for your scheduled quarterly

reviews.

Selling in a market downturn

and waiting to re-enter when it

feels safe

Market timing consistently

underperforms buy-and-hold in every

systematic study of investor behavior.

Markets typically recover fastest at

the moment of maximum fear,

meaning investors who sell and wait

to re-enter often miss the sharpest

recovery days. Missing the 10 best

single trading days in a 20-year period

roughly cuts the total return in half.

The correct response to a 20% market

decline for a long-horizon investor is

to continue automatic contributions

and not interrupt compound growth.

5. Next Steps

You now have an account open, a first investment placed, and automatic contributions

running. The three things that will matter most over the next decade are consistency of

contributions, not interrupting compound growth, and controlling the fees and taxes you

can actually control. Everything else is noise.

Confirm automatic monthly investment is running after 30 days by checking

transfer activity and verifying the scheduled next transfer date.

After 6 months of consistent contributions, consider whether adding international

stocks (VXUS or FZILX) makes sense for broader geographic diversification—not

because it is required, but because long-term evidence supports diversification

beyond US equities.

In your first October after starting, review unrealized losses as a potential tax-loss

harvesting opportunity before December 31.

At 12 months, confirm that your first lot of shares has reached long-term capital

gains status. Any future sale of that lot is taxed at 0% to 15% rather than your

ordinary income rate.
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Read IRS Publication 550 once so the 1099-B tax form you receive in February holds

no surprises about cost basis, realized gains, and qualified dividends.

Back to store Need help? support@wingmanprotocol.com
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