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Introduction
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Successful stock traders don’t become successful by accident. They follow a tested and proven set of rules which help them trade effectively.

This book contains many time-tested stock trading tips/rules/guidelines gathered from numerous successful traders from all over the world. One of the most effective ways to become successful in any endeavor is to “model” yourself after those who are already successful. 

Inside you will find tips/rules/guidelines ranging from tips on getting started in stock trading to tips on such important topics as stock trading strategies, stock day trading, and much, much more.

The tips/rules/guidelines will not only help to get you on the right path to successful stock trading, but help to keep you on the right path.

These useful tips are arranged based on a variety of stock trading topics for your quick and easy reference.
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Getting Started In Stock Trading
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Have A Clear Understanding Of Why You Want To Trade Stock - One of the most important steps in getting started is to understand why you want to trade stock. Naturally, we all want to trade stocks to make money, but let’s dig just a bit deeper.

If you want to trade stock to make 3% per year on your investment, then you may want to rethink stock trading. The reason being is that the objective of stock trading is to get higher returns than you would normally get. The 3% return in our example is less than the annualized return of the S&P 500 from 1993 to 2013. Those looking for a modest return such as 3% per year may be better off buying a good mutual fund.

Now if you are interested in double-digit returns and possibly higher, stock trading can be the vehicle to help you achieve your goals.

How is stock trading different than stock investing? There are a number of ways that stock investing and stock trading are different. The most obvious difference is in the length of time you stay in a stock transaction. Investors typically buy a stock and hold onto that stock for years. Stock traders, on the other hand, can be in trades for months, weeks, days, minutes, or even seconds. Traders look to take advantage of the many profit opportunities that present themselves as a stock’s price changes.

Make Sure You Have Realistic Expectations –One of the most important things you can do when you're starting out in stock trading is to have realistic expectations. An example of an unrealistic expectation is to expect to earn 100% return per month on your money. Another example of an unrealistic expectation is to expect to trade without ever having a losing trade. Naturally, those are both overblown, exaggerated examples for the purpose of illustration. The important point here is that unrealistic expectations can have a negative effect on your stock trading.

Those who expect to never have a losing trade are in for a rude awakening. Losing trades are a natural part of all trading and the most successful traders in the world all have losing trades. Traders who are seeking a trading system without losing trades can be said to be chasing the "Holy Grail" of stock trading. This is the type of mindset that plagues many beginning stock traders as they seek the proper path to success. The real danger seeking the "Holy Grail" of trading is that the “Holy Grail” does not exist. New traders are simply better off abandoning the quest for the "Holy Grail" of trading. This can keep them from falling prey to "paralysis by analysis" which traps many beginning traders into a pattern of constantly searching and never actually trading.

A very common negative side effect of unrealistic expectations is trading system abandonment. Some traders have been known to abandon a perfectly good trading strategy simply because it did not live up to their unrealistic expectations. In the end they unfortunately may have traded the opportunity to make a return on their investment for no return at all.

Understand That Success in Trading Is More like a Marathon Than a Sprint- Beginning traders need to understand that they won't be successful overnight. Stock trading should not be approached as a pie-in-the-sky, get-rich-quick scheme.

It is completely understandable for new traders to be excited about getting started and be full of anticipation and expectations. This excitement and anticipation are best channeled into learning how to trade stock before actually trading stock. When you're just getting started, keeping the age-old Boy Scout saying in mind, "be prepared".

Preparing yourself for successful stock trading takes time, effort, and patience. By planning to trade effectively for the long term you can easily increase your probability of success.

Don't Take Stock Trading Advice from Those Who Don't Trade Successfully – Some stock market tips can do much more harm than good. You can go to just about any gathering and if someone mentions the stock market, there are many there who will be anxious to share their opinions. Some will even go so far as to offer you advice on which stock is going to be the greatest thing since sliced bread. Should you listen to what they have to say? Well, yes and no. If it is just some random person offering their opinion, then don't listen to them. If the person offering the advice successfully trades stock, then is quite possible that you might learn a thing or two from them.

With that said, even if you are fortunate enough to get advice from someone who trades stocks successfully, it is important that you learn how to make your own trading decisions. 
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Learn Stock Trading

[image: ]


[image: image]

Use a Practice Stock Trading Account to Accelerate Your Learning – We are all familiar with the saying, "practice makes perfect". This is especially true when it comes to trading stocks.

Opening a practice stock trading account with your broker can have a number of excellent benefits for you. A practice trading account is just like an actual trading account except that you will not be trading using real money. Instead, you will be trading using what is known as virtual funds. Virtual funds are basically just fake money that allows you to keep score while you do your practice trades.

When you open a practice trading account, also known as a mock stock trading or virtual trading account you can:

1 - Familiarize yourself with the ins and outs of your broker’s trading platform. This is particularly important as this is the same platform you'll be using when you fund your account with real money. It makes perfect sense to master the mechanics of entering and exiting trades. This will help you minimize any mistakes you might otherwise make when executing your trades.

2 – You can test your stock trading systems and ideas. If you have an idea for a type of trading method that you believe could be effective, the practice account will allow you to test it for profitability. You will then know whether to move forward and actually trade your chosen method or go back to the drawing board.

Learn to Trade Before You Trade – Learning to trade before you actually start to trade cannot be emphasized enough. Frequently new traders adopt the, "fire, aim, ready" approach and enter into trading inadequately prepared for success.

By learning stock trading, you will learn to make your own trading decisions. You will know what to do and when to do it. By putting in the time and effort necessary to learn how to trade profitably you will feel your confidence and effectiveness as a trader begin to grow. 
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The Stock Trading Plan
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One of the first questions asked by many beginning stock traders is, "can I be a successful stock trader without having a stock trading plan?". Well, let's consider this. What would you say if someone were to ask you if they needed a business plan to run a successful business? You would most likely say, "of course you need a business plan to run a successful business".

No matter what field of endeavor you choose to pursue the age old saying of the Boy Scouts will always hold true. As previously stated, that saying is simply, "be prepared". Another old saying that you may have heard that applies here is, "if you fail to plan, then you plan to fail". Stock trading is no place for those who do not plan ahead of time to be successful. In fact, being unprepared or underprepared for stock trading will virtually guarantee that you will not be trading stocks for very long.

It Isn't Difficult to Create a Basic Stock Trading Plan - Many new traders believe that preparing a simple stock trading plan is too difficult. As a result of this inaccurate perception most will not even attempt to create a plan. In reality, creating a stock trading plan does not have to be difficult at all.

One of the simplest ways to create a stock trading plan is to act as if someone else is going to be managing your money for you. Imagine for a moment if you will, that
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