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How to Enable Penny Stock Trading on Fidelity: A Step-by-Step Guide

how to enable penny stock trading on fidelity might seem like a complex process at first glance,
especially if you're new to investing or unfamiliar with Fidelity's platform. Penny stocks, typically
defined as shares trading below $5, can represent intriguing opportunities due to their low price and
potential for significant gains. However, trading these stocks requires specific account settings and
permissions on Fidelity. In this guide, we’ll walk you through everything you need to know about
activating penny stock trading on Fidelity, navigating the platform, and making informed decisions.

Understanding Penny Stock Trading on Fidelity

Before diving into the process of how to enable penny stock trading on Fidelity, it’s important to
understand what penny stocks entail and why brokers like Fidelity have special rules for them. Penny
stocks are often traded over-the-counter (OTC) or on smaller exchanges, making them more volatile
and risky than typical blue-chip stocks. Due to this risk, Fidelity requires investors to meet certain
criteria and enable specific permissions to trade these stocks.

What Are Penny Stocks?

Penny stocks generally refer to shares priced below $5 per share. These are often issued by smaller
or newer companies and can be traded on the OTC Markets or smaller exchanges like the OTC
Bulletin Board (OTCBB). Because they’re less regulated and more prone to price manipulation, penny
stocks carry a higher risk of loss but also potential for high reward.

Why Does Fidelity Require Special Permission?

Fidelity, like many reputable brokers, places restrictions on penny stock trading to protect investors
from the inherent risks associated with these securities. They require account holders to explicitly
enable penny stock trading permissions to ensure that investors acknowledge the risks and have the
necessary knowledge or experience. This also helps Fidelity comply with regulatory requirements
around penny stock transactions.

Step-by-Step Process: How to Enable Penny Stock
Trading on Fidelity

Enabling penny stock trading on Fidelity isn’t complicated, but it does involve several key steps to
activate the necessary permissions. Here’s a detailed breakdown:



1. Open or Log Into Your Fidelity Account

If you don’t already have a Fidelity brokerage account, you’ll need to open one. The process is
straightforward and can be done online by providing your personal information, financial details, and
identification documents. If you already have an account, simply log in using your username and
password.

2. Navigate to Account Settings or Trading Permissions

Once logged in, head to your account settings. This is usually found under the profile menu or the
“Accounts & Trade” tab. Look for options related to trading permissions or account features.

3. Request Penny Stock Trading Permission

Within the trading permissions section, you should find a category specifically for penny stocks or OTC
trading. Here, you can request to enable penny stock trading. Fidelity might ask you to complete a
questionnaire or acknowledge certain disclaimers about the risks involved.

4. Complete the Required Disclosures and Agreements

Fidelity often requires traders to read and accept disclosures that highlight the risks of penny stock
trading. This may include details about volatility, liquidity challenges, and the potential for fraud.
Completing these agreements is necessary before the permission is granted.

5. Wait for Approval

After submitting your request, Fidelity may review your account and trading history. Approval can be
instant or take a few business days depending on your account status. In some cases, Fidelity might
contact you for additional information.

6. Start Trading Penny Stocks

Once the permission is enabled, you can begin searching for penny stocks available on Fidelity’s
platform and place trades. Remember, penny stocks may not be available on all exchanges within
Fidelity, so be sure to check the listing exchange before trading.

Tips for Trading Penny Stocks on Fidelity

Trading penny stocks can be exciting but also risky. Here are some helpful tips to keep in mind as you



enable and begin trading penny stocks on Fidelity.

Understand the Risks Involved

Penny stocks are known for their volatility and potential lack of liquidity. Prices can swing
dramatically, and it’s possible to lose your entire investment. Make sure you only allocate a portion of
your portfolio that you can afford to lose.

Use Fidelity’s Research Tools

Fidelity offers a suite of research tools and stock screeners that can help you identify penny stocks
with potential. Utilize these resources to analyze company fundamentals, recent news, and historical
price trends before making a trade.

Set Realistic Expectations

While penny stocks can offer big gains, they are equally prone to sharp declines. Avoid chasing hype
or “get rich quick” schemes. A disciplined approach and thorough research will serve you better over
time.

Monitor Your Trades Closely

Due to the fast-moving nature of penny stocks, it’s important to stay vigilant. Use Fidelity’s mobile
app or desktop platform alerts to keep track of your positions and react quickly to market changes.

Common Challenges When Enabling Penny Stock
Trading on Fidelity

Sometimes, investors encounter obstacles when trying to activate penny stock trading.
Understanding these challenges can help you navigate the process more smoothly.

Account Type Restrictions

Some account types, such as certain retirement accounts or custodial accounts, may have restrictions
on penny stock trading. If you can’t find the option to enable penny stock trading, check your account
type and contact Fidelity support for clarification.



Insufficient Trading Experience

Fidelity may require a minimum level of trading experience or knowledge before granting penny stock
trading permissions. If you’re new to investing, consider gaining more experience with standard
stocks or ETFs first.

Regulatory Compliance Checks

Fidelity must comply with SEC rules and FINRA regulations, including the Penny Stock Rule (SEC Rule
15g-9), which places extra requirements on brokers and investors in penny stocks. This can
sometimes delay approval or require additional documentation.

Alternative Ways to Access Penny Stocks via Fidelity

If you’re unable to enable penny stock trading directly, there are alternative ways to gain exposure to
this sector using Fidelity’s platform.

Trading Low-Priced Stocks on Major Exchanges

Some stocks priced under $5 trade on major exchanges like NASDAQ or NYSE and may not be
classified strictly as penny stocks. These can often be purchased without special permissions and still
offer low-cost entry points.

Investing in Micro-Cap or Small-Cap ETFs

Fidelity offers ETFs that focus on small-cap or micro-cap companies, which may include lower-priced
stocks but with the diversification and regulatory oversight of ETFs. This can be a safer way to get
exposure to high-risk, high-reward stocks.

Final Thoughts on How to Enable Penny Stock Trading
on Fidelity

Enabling penny stock trading on Fidelity is a process designed to ensure investors are aware of the
risks and prepared to handle the unique challenges of these investments. By carefully following the
steps to activate permissions and leveraging Fidelity’s research tools, you can responsibly explore
penny stock opportunities. Remember that patience, education, and discipline are key when
venturing into the world of penny stocks. Fidelity’s robust platform offers everything you need to
make informed decisions and manage your trades effectively once you have the necessary
permissions enabled.



Frequently Asked Questions

How do I enable penny stock trading on Fidelity?
To enable penny stock trading on Fidelity, you need to contact Fidelity customer service or your
brokerage representative to request approval. Penny stocks require special permission due to their
high risk and low liquidity.

Are penny stocks available for trading on Fidelity?
Yes, penny stocks can be traded on Fidelity, but you must first get approval as they are considered
high-risk investments and are subject to additional trading restrictions.

What are the requirements to trade penny stocks on Fidelity?
Fidelity typically requires you to have an approved margin account and to acknowledge the risks
involved with penny stocks before enabling penny stock trading.

Can I trade penny stocks on a Fidelity retirement account?
Trading penny stocks on Fidelity retirement accounts like IRAs may be restricted. It's best to check
directly with Fidelity for account-specific rules and approvals.

Does Fidelity charge extra fees for penny stock trading?
Fidelity does not charge special fees specifically for penny stock trading, but standard commission
and regulatory fees may apply depending on the trade and market.

How long does it take to get penny stock trading enabled on
Fidelity?
The approval process for penny stock trading on Fidelity can take a few business days, as it involves
reviewing your account and confirming your understanding of the risks.

Is there a minimum account balance required to trade penny
stocks on Fidelity?
Fidelity may require a minimum account balance or margin account approval to trade penny stocks,
but specific requirements can vary. Contact Fidelity for detailed information.

What risks should I be aware of before enabling penny stock
trading on Fidelity?
Penny stocks are highly volatile, less liquid, and more susceptible to fraud. Make sure you understand
these risks fully before enabling penny stock trading on Fidelity.



Can I trade OTC penny stocks on Fidelity?
Fidelity allows trading of some OTC (over-the-counter) penny stocks, but these may require additional
approvals and are subject to restrictions. Check with Fidelity for specific OTC penny stock trading
policies.

Additional Resources
**How to Enable Penny Stock Trading on Fidelity: A Detailed Guide**

how to enable penny stock trading on fidelity is a question that frequently arises among
investors looking to diversify their portfolios with low-priced shares. Penny stocks—typically defined
as shares trading below $5—can offer unique opportunities for high returns, albeit with increased
risks. Fidelity Investments, a well-established brokerage firm, provides access to a broad range of
securities, but trading penny stocks on its platform involves specific protocols and settings.
Understanding the process, eligibility criteria, and potential limitations is crucial for investors aiming
to incorporate penny stocks into their trading strategies using Fidelity.

Understanding Penny Stock Trading on Fidelity

Trading penny stocks on Fidelity isn't as straightforward as buying traditional stocks. Because penny
stocks are often associated with higher volatility and regulatory scrutiny, Fidelity imposes certain
restrictions and requirements to protect investors. These measures ensure that traders understand
the risks and comply with regulatory mandates, such as those from the Securities and Exchange
Commission (SEC) and the Financial Industry Regulatory Authority (FINRA).

Penny stocks are generally listed on over-the-counter (OTC) markets or smaller exchanges like the
OTC Bulletin Board (OTCBB). Fidelity supports trading in these stocks, but only under specific
conditions. Unlike more liquid, high-market-cap stocks, penny stocks on Fidelity may have limited
availability, and trading them might require enabling additional features or account settings.

Eligibility and Account Requirements

Before diving into how to enable penny stock trading on Fidelity, it’s important to recognize the
account prerequisites:

Account Type: Penny stocks can be traded in individual brokerage accounts, retirement
accounts (such as IRAs), and margin accounts, but margin privileges may be limited or
unavailable for OTC securities.

Account Verification: Fidelity requires full account verification, including identity confirmation
and financial disclosures, to assess suitability for trading higher-risk securities like penny stocks.

Risk Disclosure and Agreement: Investors may need to acknowledge specific risk



disclosures related to penny stock trading. Fidelity often requires acceptance of additional
agreements to confirm awareness of the risks inherent in these securities.

How to Enable Penny Stock Trading on Fidelity: Step-
by-Step

Enabling penny stock trading on Fidelity involves a series of steps, from account setup to adjusting
trading permissions. Here’s a detailed walkthrough:

1. Open and Fund Your Fidelity Brokerage Account

If you don’t already have a Fidelity account, the first step is to open one. The process involves
completing an online application with personal and financial information. Funding your account is
essential before placing any trades. Fidelity supports multiple funding methods including bank
transfers, wire transfers, and check deposits.

2. Verify Account Eligibility for OTC and Penny Stocks

Once your account is active, check if your account permissions allow trading OTC securities. Penny
stocks often trade on OTC markets, which may require an additional approval process.

To verify and request permissions:

Log into your Fidelity account.1.

Navigate to the “Account Settings” or “Trading Permissions” section.2.

Look for OTC/Non-NASDAQ/Non-NYSE securities trading options.3.

If not already enabled, submit a request to add OTC trading permissions.4.

In some cases, Fidelity may require you to complete a questionnaire assessing your experience and
risk tolerance related to penny stock trading.

3. Review Penny Stock Risk Disclosures and Agreements

Before granting access, Fidelity typically requires investors to acknowledge the risks associated with
penny stocks. These disclosures outline key concerns such as:



Low liquidity and wide bid-ask spreads

Higher susceptibility to price manipulation

Limited public information and regulatory oversight

You must read and electronically sign these agreements within the Fidelity platform to proceed.

4. Familiarize Yourself with Trading Tools and Limitations

After enabling penny stock trading, it’s advisable to explore Fidelity’s trading tools tailored to OTC
securities. While the platform offers robust research and charting tools for traditional stocks, penny
stocks may have less available data.

Additionally, be aware of potential trading limitations:

Restricted access to margin for penny stocks

Potential delays in trade execution due to low liquidity

Higher fees or different commission structures for OTC trades (though Fidelity offers
commission-free stock trading for most equities)

Fidelity’s Approach to Penny Stocks Compared to
Competitors

When examining how to enable penny stock trading on Fidelity, it’s useful to compare Fidelity’s
policies with other brokerages:

Charles Schwab: Allows penny stock trading with similar OTC approval processes and risk
disclosures.

TD Ameritrade: Also supports OTC penny stocks but may have additional trading restrictions
during volatile market conditions.

Robinhood: Offers commission-free penny stock trading but provides fewer educational
resources and risk warnings.



Fidelity stands out for its comprehensive educational materials and strong regulatory compliance,
making it a preferred choice for investors seeking a balance between access and protection when
trading penny stocks.

Key Considerations When Trading Penny Stocks on Fidelity

Trading penny stocks involves inherent risks that require careful consideration:

Volatility and Risk: Penny stocks can experience rapid price swings, and trading volumes are1.
often low, increasing the risk of price manipulation.

Research Limitations: Unlike larger companies, penny stocks frequently lack detailed analyst2.
coverage and financial disclosures, making research more challenging.

Order Execution: Due to thin markets, trades may not fill at desired prices, causing slippage3.
or partial fills.

Regulatory Compliance: Fidelity’s compliance measures ensure that investors meet4.
suitability requirements, but this can also limit immediate access for some users.

Understanding these factors is crucial for anyone learning how to enable penny stock trading on
Fidelity and effectively managing the associated risks.

Enhancing Your Penny Stock Trading Experience on
Fidelity

To make the most of penny stock trading once enabled, it’s advisable to:

Use Fidelity’s Research Tools: Leverage available screening tools, news alerts, and market
analysis to identify potential penny stock opportunities.

Set Realistic Expectations: Recognize that penny stocks are speculative and should
constitute only a small portion of a diversified portfolio.

Practice with a Simulator: Fidelity offers paper trading options or simulators that can help
beginners familiarize themselves with penny stock mechanics without financial risk.

Stay Informed: Regularly review SEC filings, press releases, and market news relevant to OTC
securities to stay ahead of potential issues or opportunities.

By combining prudent research, risk management, and Fidelity’s platform capabilities, investors can



navigate the complexities of penny stock trading more effectively.

---

Navigating the process of how to enable penny stock trading on Fidelity reveals a brokerage
committed to balancing accessibility with investor protection. While Fidelity provides access to these
high-risk securities, it does so with careful controls that ensure traders understand the nuances and
challenges involved. For investors willing to engage responsibly, Fidelity’s platform offers a secure
and resource-rich environment to explore penny stock opportunities within a broader investment
strategy.
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