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			Foreword by Tony Plummer

			Whether one trades for oneself or on behalf of others, success is defined not just in terms of accumulated wealth. It is also defined in terms of emotional independence from the ups and downs of financial markets. A competent trader should be able to take the rough with the smooth and remain confident that – eventually – he or she will still come out ahead. The problem, however, is that the journey from early aspiration to actual achievement is a long one. It takes time, commitment, and experience. Indeed, as John Piper points out in this potentially life-changing book, the journey is ultimately one of personal transformation. A successful career in financial market trading will inevitably alter both the way that you deal with yourself and the way you deal with others. 

			A journey that involves personal transformation will present profound challenges. The benefits are immense, but so are the hurdles that have to be overcome; and there are a number of such hurdles. First, a trading position involves not just the ownership of a trading position but also an emotional commitment to the performance of that position. In a very important sense, therefore, a trading position can become a part of one’s sense of self. A trade that goes wrong can be felt directly as an existential threat; a trade that goes right can be interpreted as evidence of infallibility. One important objective for a successful trader, therefore, will be to ensure that one’s emotional life is not buffeted by the rise and fall of asset prices. 

			The second hurdle facing a trader is the emotional contagion that constellates around a specific bullish or bearish narrative in a market. It is not sufficiently widely recognised that human beings are programmed to take notice of others’ behaviour. In part this is to ensure co-operation; but, in part too, it is to ensure that unexpected information – which, in Gregory Bateson’s words are those “differences that make a difference” – can quickly be transmitted to others. If we feel sure that any currently arising threat will immediately be made known to us by others, we can carry on doing what we want to do. In my opinion, it is this particular survival mechanism that is the basis of collective behaviour and hence of predictable patterns and trends in asset prices. One potential objective for a successful trader, therefore, is to become familiar with the forces that drive a market, while remaining aloof from the emotional contagion that forms them.

			This, in turn, implies two further hurdles: the creation of a practical methodology for taking advantage of price patterns and trends, and the honing of an ability to make decisions that utilise that methodology and that are not overridden by other people’s opinions. Both of these relate to our ability to make decisions that are correct for us. 

			The third hurdle, therefore, is the finding and implementation of a trading system that handles the ebb and flow of market prices. As John Piper points out, this is a personal endeavour. There is no right or wrong way of trading; all that really matters is whether the end result is a financial profit. Establishing viable entry and exit signals is therefore an important task in its own right. It will take research and – ultimately – experience to achieve the desired results. It is not something that can be achieved overnight. A successful trader will therefore have invested a great deal of time in formulating trading strategies and in testing them out. He or she will also – and as a result – have great confidence in those strategies.

			The fourth hurdle is to be able to make decisions correctly. In my opinion, too few people fully understand the deep involvement of their own physical chemistry in the decision-making process. It is important to understand that each of us can actually know from the messages generated by our feelings whether or not a decision is right for us. This could be very relevant in constructing a robust trading system. It is also likely to be relevant when adjustments subsequently need to be made to that system. 

			And then, of course, there is the problem of dealing with pressure from others. I remember the great protagonist of the Elliott Wave Principle, Robert Prechter, observing many years ago that some of the best financial market traders are those with a military background. The reason that Robert offered was that such individuals would ignore others’ opinions and stick to their trading rules. Unfortunately, relatively few of us are born with this particular ability. In fact, quite the reverse is true because cultural convention argues that the human brain makes decisions. What is missed is the fact that the brain can only process data; so it can only reach decisions when it is able to access prior assumptions based on cultural mores, market imperatives, and peer group pressures. Such decisions may be appropriate within the context of wider groupings, but they may not be directly appropriate for the person making them. Ultimately, therefore, a successful trader will be able to formulate and maintain a workable decision-making process by using the information generated by the wider concept of ‘mind’. This involves an awareness of personal feelings and their relevance. 

			Under these circumstances, it is not surprising that the successful trader is a significantly different person to the one that originally thought it might be a good idea to become involved with financial markets. However, as in all great endeavours, that journey is made significantly easier if guidance is at hand. This is why John Piper’s book is so valuable. It comprehensively covers the territory of objective trading within a highly subjective environment, and it is easy to understand. It covers not just the psychology of trading but also important practical matters such as Money Management. Some of his own experiences, which are outlined in the book, reveal his personal journey through the trading landscape, and many of us will easily recognise the truth of his testimony. The fact that he, himself, has had a long and successful career trading confirms that he has faced the issues directly and dealt with them appropriately. It is to all our benefit that he is offering some of his wisdom to a wider audience.

			Tony Plummer

			January 2016

			Preface

			If you are an individual trader, whether a novice or experienced, you will benefit from reading this book because:

			
					It is possible to make money in the markets consistently. It is possible to beat the market. The author, among many others, has done it. To do the same you need to follow a proven methodology which suits your personality. This book explains this process and how to build on it to make trading your business.

					This book sets out a number of proven methodologies, giving you a head start in selecting one which will work for you.

					This book follows on from The Way to Trade and takes a number of big steps forward. John Piper wrote The Way to Trade in 1998 because he had never come across a book which dealt with the whole issue of trading. There are many books which deal with market analysis and technical analysis techniques. There are many books which deal with psychology. There are books which deal with Money Management and all manner of other subjects; some even cover a range of topics. But no other book covered it all, from a successful philosophy of trading, through all the psychology, to the methodologies, the operation thereof, and the end result. 

					It is rare to find a book which appreciates that it is no good doing it “how I say”. We each have to find our own route to success.

					Trading financial markets offers huge potential for gain. Perhaps more importantly, you can make money whether markets go up or down.

			

			Interested? 

			Anyone who is into trading and wants to be more successful will get value out of this book.

			Why this book is unique

			Trading is a life experience; it is not like any other business. As you become a better trader, you can become a better, more effective, person – often by overcoming internal psychological challenges encountered on the trading journey. But as you evolve it is difficult to look back at where you were. Those traders who do make it often forget how they got there; not surprisingly, as a lot of the skills become subconscious. They become winning habits!

			However, I have always combined trading with writing about markets. This has given me a fairly unique insight and forced me to express personal matters which other traders just assume. It has also forced me to more carefully examine the precise process involved in becoming a successful trader. It is solely through this process that I discovered the Trading Pyramid. This was the first attempt to create a model for trading success and traders will find it immensely useful. (This was covered in The Way to Trade.)

			So not only does this book take the trader right through from the beginning to the end result (trading profits, lots of them!) it also provides a framework, both practical and psychological, with which to work.

			There are no right or wrong ways to trade

			The only thing that counts is the result. This book sets out a range of parameters within which to build the system that suits you. The beauty of trading is that it becomes an expression of your own personality. Good traders don’t do, they simply are. To become a good trader you have got to find the approach which will work for you. This book will help you do just that.

			Follow your own path

			To get there you must follow your own path. It is no good following the trades other people make. Certainly you need help to learn this business, which is what this book is all about. You will need a mentor, but you do not need gurus who tell you how to trade. You will only win by trading your way. Indeed Frank Sinatra’s big hit My Way is an excellent anthem for any trader. Taking that step to do it by yourself is one many traders find the most difficult, but it is essential.

			How this book is structured

			In the Introduction I establish the major concept that trading is a business. If you want a profitable business allowing you total financial freedom you need to have regard to the five key pillars of that business.

			These five pillars are:

			
					Focus

					Style

					Right Trading

					Right Size

					Successful Habits

			

			Added together these assist in the Transformation necessary to take you to where you are reaping the rewards from running this business. That essentially is the purpose of this book.

			I say “assist” because each individual has to provide their own drive and determination. Not only that, but we each bear a unique relationship with the concept of money and serious work may be required to develop that relationship so you can trade successfully. Do not mistake this process with any idea of getting rich quick! 

			In Section 1, I expand upon these concepts and explain how each of the pillars interact and form key parts of your business.

			In Section 2, I introduce a further key concept – your Trading System. You need to apply the five pillars to this concept to create the winning habits which provide the Transformation.

			In Section 3, I introduce the important topic of Money Management.

			In Section 4, I look at ‘Your Psychology Techniques’ which will become the foundation stone of your success.

			In Section 5, I examine ‘Good Habits and Bad Habits’ – this is a key section for those who have traded previously and have built up a range of bad habits. In this section I carefully explain the bad habits many traders have formed and suggest ways to transform these into successful habits.

			In Section 6, I provide ‘A Step-by-Step Guide to Trading Professionally’ – this can be considered the most important part of the book. It gives you a timetable, in three-monthly segments, to help achieve your goals.

			Introduction

			Let me tell you a story …

			Once upon a time there was a trader and in 1985 he put on his first trade and it lost money.

			The same thing happened with his next trade. On the third occasion the market moved as he expected but, as he was new to this, he grabbed the small profit he had and squandered the big profit that lay just around the corner.

			After these three trades, in 1985-86 (his trading frequency was very low at this time) he was lying in a hot bath after a hard day’s skiing in Andorra and pondered a new trading approach a friend had suggested to him. 

			He was sure it would be a winner!

			In April 1987 he started to trade the new approach and, after some fairly frantic trading, he was up £500 after a couple of weeks. Not bad back then!

			He had just quit a very high-paying job and had a manor house and a 911 Turbo to support, not to mention his wife and daughter. He thought he’d found the solution.

			He went at it with gusto. And promptly lost £4000 the next month. 

			The next few months were generally positive. He also sold the manor house, so his coffers were overflowing with cash.

			In July 1987 the market peaked and the analysis technique he used called for the fall to continue. He built up a large short position (£500 per point!). But in the middle of October 1987 he reduced the position by 60% based on a short-term pattern and thus failed to fully capitalise on the very large move that followed.

			On the morning of Monday 18 October 1987 he sold all remaining positions for a £20,000 profit – very far from shabby back then! 

			But at the same time he continued to operate his system as the 1987 crash continued and he became very exposed to the downside.

			Only by great good fortune did he avoid being wiped out during the next few months as the market went broadly sideways. This allowed him to get out at break-even.

			The family moved to the fishing village of Lerici in Italy and he continued to trade the system, racking up a £20,000 gain in one month. Life was good! 

			In 1989, during a trip to Israel, the market experienced another big move and this time he was not so lucky – he was wiped out!

			That trader was, of course, me. This book is partly about how not to do what I did then. More importantly, it’s about how to make your trading the true source of success and financial freedom it can be.

			When I wrote The Way to Trade back in the 1990s I subtitled it ‘Discover your successful trading personality’, but it is now clear that, for many of us, discovering it is one thing and making it into a successful business is something entirely different.

			This new book is all about making your trading into a successful business and I have created a five-step process for this:

			
					Getting your focus right – your focus determines your trading arena.

					Getting your style right – finding your way to make money in this area of the markets.

					Getting the trading right – i.e. maximising the points on your trades.

					Increasing size – making the money: this is where it starts to pay!

					Making all this a winning habit – this is when it pays year after year after year.

			

			Each step will pose challenges and at each level it is critical to identify any issues you may have which are preventing you from completing each stage. These issues may be technical, emotional or behavioural. Once identified, you then need to overcome these issues, and each will require a different approach. 

			This is all about Transformation – transforming you from where you are now to where you want to be! Transformation means permanent change, not temporary fixes.

			A big part of this is that final stage, making these new habits that together form your new trading persona.

			Much of the material in this book has come from direct client contact (for example, I refer you to an interesting trade by one of my clients that can be found in Appendix 4).

			To conclude this introduction let me spell out the function of this book and who it is aimed at:

			
					If you want to make your trading into a successful business you are in precisely the right place. I will show you the key steps you need to take.

					If you are just starting out as a trader but your goal is the same then again you are in precisely the right place. I have written this book, and its predecessor, so they are accessible to those with and without experience.

			

			Maybe you are not that serious, maybe you just want to make money – or make more money – in the markets. Again, you will find the techniques discussed in these pages are exactly what you are looking for. 

			My aim is to show you the way – to trade better!

			John Piper

			January 2016

			PS The vast majority of material in this book has been specifically written for inclusion herein. The exceptions are details of the trading systems I have included in Appendices 1 and 2 which have previously been made available to those who either bought that particular system or who subscribed to my Big Call service.

			PPS This is the second book in The Way to Trade series and it is not the last, God willing! I have already put pen to paper on book three – The Way to Trade Robotically – which is about using trading robots to run your trading business.

		

	
		
			Section 1 – The Five Pillars of Success

			I said in the introduction that making your trading into a successful business is a five-step process. You may also call these the five pillars of your business. Here they are:

			
					Focus

					Right style

					Right trading

					Right size

					Making these winning habits (aka transformation)

			

			Let’s now look at these five pillars in more detail. 

		

	
		
			1. Focus

			Focus is one of the strongest weapons in your arsenal as a trader.

			It determines how you look at the market. More importantly it determines what you ignore. Given the massive amount of information any market produces, you need to ignore most of it.

			For some, focus may mean reading the Financial Times or the Wall Street Journal; for others it may mean weekly meetings with brokers or advisers; for others it may mean looking at charts; or maybe you have bought a short-term trading system and your focus is on its rules.

			You will understand immediately that each of these different viewpoints will give a very different picture. The person who reads what a commentator has written in the Wall Street Journal will have a very different perspective from someone who is following a short-term trading system. Here are a few of the areas which will vary:

			
					Time frame – this can vary from a few minutes to a few months or years.

					Market – there are stock markets, futures markets, commodity markets, not to mention spread betting and binary betting markets, and each offers the trader a variety of risk and opportunity.

					Objective – some want long-term gains and dividends, others want short-term trading profits, with a vast array between those two extremes.

			

			But even if you get a match on those three there is still enormous variance in how any one trader may decide to extract profit from the market. For example, one of my trading colleagues looks to profit from market gaps whereas I prefer trading spikes; others use Japanese candlesticks or moving averages … the list is virtually endless.

			Focus determines exactly what you look at. Later in this book I give an outline of a trading system I use called ZeitGap which is based on the German DAX index. To trade this system your focus will be entirely on the following factors:

			
					The prior close on the DAX.

					The early action as the DAX opens.

			

			And that’s it!

			I am using ZeitGap merely to help illustrate a number of important points. At the same time I am happy to give you the basic idea behind this system which I use daily to extract cash from the markets. 

			You also need to have regard to Money Management, but the trading system takes care of risk control. So your focus is very restricted and thus the whole business of trading becomes much simpler.

			Compare these two factors with those a value investor may wish to consider before buying any shares:

			
					Company accounts (plus expert help to decipher them)

					Overall economic situation

					Earnings trends

					True asset value

					Breakdown value

			

			I could continue to add to this list fairly indefinitely but I think I have made the point. The more you define your focus, the less you have to worry about. Becoming an expert in a very limited range of items is much easier than becoming an expert in a much larger range of areas.

			To take ZeitGap as an example, it takes very little time to become an expert in the basic rules and the operation of the system. There are then a number of additional, more advanced techniques you can add as you progress. Each of these techniques adds to the bottom line and each technique takes its own time to learn – none very complex. A professional trader will tend to extend this process and continually evolve, testing out new techniques as they go forward.

			To conclude this point: I have been active in markets for over 26 years and I have met and worked
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