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         Preface 

         

            What this book covers 

            We know that what traders want most is to get on with trading, so we have designed this concise book to provide quick and easy access to seven trading ideas. The seven strategies we present are straightforward, readily applicable, tried and tested, and most importantly successful. 



            All of the strategies presented can be applied by short to medium-term traders, such as those looking at one-minute day trading opportunities to those looking to hold positions for up to around a month, and sometimes slightly longer. 

            The strategies provided can be used by traders of the full range of products, from those focussed on equities to those looking at forex, bonds and commodities. Most of the strategies can also be used equally on UK, US or international markets. 

            With all the strategies you can trade using futures, options, CFDs or spread betting to execute the trading idea. 

            This book is not intended as a complete guide to trading – rather it is intended to provide the background to seven trading strategy ideas for those who are looking to develop or enhance their trading. You should make use of other trading resources, such as the internet and other books. We have provided references to useful websites where relevant throughout this book. 

         

         

            Who this book is for 

            We wrote this book for everyone from beginners to advanced traders. The beginner will get the benefit of being able to skip years of trial and error and strategy hunting, and instead be able to piggyback on our expertise and experience. We speak to thousands of traders each year through our seminars, events, webinars, blog and tweets, and know exactly the issues they face. 



            We’ve kept everything as simple as absolutely possible so that it is easy to learn and implement. Action is the key to success and the goal of this book is that you can act upon it. It is not something to just buy and forget about – it is a practical user manual. This is the next best thing to being inside a fund, looking over a fund manager’s shoulder. 

            The advanced trader will be able to add to their existing arsenal of trading strategies or improve upon what they are already doing. 

         

         

            How this book is structured 

            We’ve structured this book to be compact, to the point and practical. There are seven strategies and each is broken down into an introduction, some background material, worked examples showing how to execute it and then a conclusion, which gives additional relevant information. 



            Most importantly, the last chapter explains three of the most important things you need to know, no matter which strategy you adopt. We’ve taken the best information and wisdom from our own trading, our professional experience as hedge fund managers, from our professional colleagues and from the leading hedge fund managers of the world. 

            
               Alpesh B. Patel, Hong Kong 
            

            
               Paresh H. Kiri, London 
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         Introduction 

         Private traders have a tendency to needlessly complicate what they do. They try strategy after strategy, sometimes using many at a time, and often not sticking with any single strategy for a prolonged period. 

         However, if you ask most hedge fund managers and professional traders they will tell you that trading can be kept very simple indeed. In fact, it is best kept this way. The professionals use just a few straightforward strategies and apply them time after time.  

         When I launched my hedge fund I had one key strategy. When Paresh co-founded his hedge fund – which went on to raise over $1 billion – it used only a handful of strategies. 

         The biggest difference we have identified between retail investors and professionals is that when investors are starting out they tend to chase strategies. They often try to find the ideal strategy and then move from one to another and another – wasting considerable time and money. 

         In this book, we will present seven simple, effective trading strategies. You can pick the ones which appeal the most to you and get on with trading and making a profit, not researching endless strategies and chasing the Holy Grail. 

         Different traders prefer different methods – what works for one may not appeal to another – so for the seven strategies presented here we’ve chosen the most effective from a variety of approaches. There is something to appeal to the momentum trader, the mean reverter, the event trader, the day trader and the longer-term investor. Basically there is something to appeal to every style. So find the strategies that resonate with you and stick to them. 

         

            The winning results of our strategies 

            The strategies we describe in this book work because they produce a set of results like those shown in the chart on the next page. No strategy makes money 100% of the time, but the trick is to make money on enough trades to be profitable overall. 



            Distribution of monthly returns in successful trading 
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            Looking at this chart in more detail, the chart below shows you where the gains and losses actually come from when applying such professional techniques. As you can see, 40% of trades return a small loss, 40% of trades return a small gain and 20% of trades produce a big win. This is a model for profitable trading. 

            Where the gains and losses come from in successful trading 
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            This distribution of returns grows a $1,000 investment as shown in the chart below. 

            The growth of a $1,000 investment 
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