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Basic Facts About Margin

1. How does a margin account differ from a cash account?

The two basic types of brokerage accounts are cash accounts and margin accounts. In a cash account, you are 
required to pay in cash the full purchase price of a security at the time you purchase it. In a margin account, you 
can pay part of the purchase price with money that you borrow from your brokerage firm using the securities 
and other assets in your account(s) as collateral for the loan.  

2. What types of transactions involve margin?

Margin transactions are those that involve the brokerage firm extending credit to you. When you purchase 
securities, you can pay for those securities in full when due, in which case your brokerage firm is not deemed to 
have extended credit to you. If you choose to borrow funds from your brokerage firm to pay part of the 
purchase price, you will be purchasing the securities in a credit transaction “on margin.” 

Other transactions involving the extension of margin credit to you include (a) borrowing money from your 
brokerage firm, using the securities already in your account(s) as collateral, (b) selling securities short and (c) 
writing put and call options. 

3. Are there different types of margin requirements?

Yes, 
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1.��Siebert presents this as a general education piece on margin. The specific practices and policies of Siebert or any other ��

brokerage firm may vary from the descriptions in this piece. Consequently, you should refer to the specific agreements, 

disclosure statements and other documents that govern your relationship with your brokerage firm. If your brokerage firm 

executes and clears customer transactions through another broker-dealer, your margin agreement may be wit h one or 

bot h firms.  




