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Hi, my names Mark Shaw and I have experience in trading the markets. I have created this eBook because I want my kids to learn how to do this when they get older. They are 6 and 9 years old and this kind of thing is just not taught enough in school. Kids need to learn how to make their money work for them. I want to create something that is simple enough to follow so that children can understand it. The eBook is broken down into 3 parts, an overall view of trading, some trading tools to use and lastly some specific setups I look at when trading. I have tried to include as much as I can to make it as easy as possible for you to get started, including bookmarks and links to specific areas in the eBook. I have also included website links so you do not have to go looking for them yourself.
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My Trading Journey
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I first discovered trading stocks in 2013 when my friend and I were trying to think of ways to make more money (like most people). He found a link on Groupon to learn how to trade. I can’t remember the person’s name who was offering this Groupon, clearly, he couldn’t have been that good. We decided to give it a go and I set up a trading account with what felt like the highest commissions possible ($14.95 per transaction), and I funded it with $3000. First things first, do not do this. There are multiple brokers out there that offer free or cheap transaction commissions. I’ll get into this later, anyhow I didn’t know any better and I thought this was normal.

My first trade was Paramount Gold Mining Corp (PZG) in the low $2s and I was thinking it was going to shoot through the roof based on what I was taught. I can’t remember why I bought that as my first position, but I didn’t get the (fluke) luck that some people start to get where there double their money in a week or two. I held the stock without a stop loss as I didn’t know what that was at the time, and the price just went down and down. I sold the position a couple of months later and boom my account was down 25%. I thought to myself “what is the point of this? I might as well go to the casino!”, but something kept me coming back to the stock market.

What I liked about it was that you were either right or you were wrong. I like the thought of there being a finite answer to trading, along with the fact that you could make money from anywhere in the world, even in your pajamas at home if you wanted to because all you needed was a laptop and an internet connection. I started looking into how I could learn how to trade (properly) and realized there was so much more to it than I could imagine. Throughout the following years, I drained 3 accounts (about $25,000) but wouldn’t let it keep me down. I searched online what I could and learned that there were chat rooms for day trading or classes out there for swing trading and I started diving right in.

After a couple of hard years trying to learn, understanding all the tickers, reading different trading books, and following alerts I realized that I need to know how to do it myself but there were a lot of questions. I was learning but still following someone’s alert and I know that wasn’t going to make me self-sufficient. 

I’ve learned several different trading styles in the nearly ten years of trading stocks and have included them in this eBook to help you get started on your journey to be a successful trader. The most important thing I learned is to not jump in with a goal of making money, but to understand the process/traits and skills to accomplish the goal of being a trader. This eBook is for those who are quite new on their journey but also includes tips and tricks for traders at all levels.

I’d like to preface the following by saying that I am not a registered Investment Advisor, Broker, Dealer, or a member of any association for other research providers in any jurisdiction whatsoever and am not qualified to give financial advice. All content is for education purposes only. Investing/trading in financial securities is highly speculative and carries a high degree of risk.
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What is trading? Finding what works for you!
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What is Day trading?

Day trading is a style of trading where you are actively looking at the market, charts and getting in and out of trades on a frequent basis. This type of trading is done all within the same day.

The goal with day trading is to make smaller amounts but on a more consistent basis.

[image: image]

With day trading, more so than position and swing trading, you need to have your emotions in check. This means being patient, not greedy and staying calm when you take a trade.

The below picture shows a 1 minute per candle timeframe chart. You can see that the price action quite volatile. In the picture below, you can see there are 45 candles between 3:15 and 4:00 (1-minute candles) and in that time the price moved 3 points (dollars).
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What is Swing trading?

This style of trading involves holding onto stocks for a few days to a few weeks.

You hold these positions with potential for a larger gain than day trading and with the ability of accomplishing this with a smaller account size.
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The chart below is a daily candle chart and each candle reflects one trading day.
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What is Position trading (investing)?

Position trading is a style of trading usually done over a year to many years (a position that’s opened and held, sometimes forgotten about until 5-10-15 years later). This is also considered a buy and hold strategy. For example, a famous position trader is Warren Buffet. Position trades are usually taken in RRSP or 401K accounts where you set it and forget it.
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The below picture shows a chart on a much larger timeframe where one candle represents a month. Trading from this timeframe removes the noise or increased volatility that you see from the lower timeframe charts. These charts are good to look at if holding for a longer period, from months to years.
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What is a candlestick chart?

Candlesticks are a way of displaying price in a chart. There are four data points on a candlestick:


-  The opening price
-  The closing price


-  The high price; &


-  The closing price



To put it simply, if the closing price is above the open price the candle will be green and a good sign for long trades.

If the closing price is below the open price, the candle will be red and a bad sign for long trades. These are both the open-to- close ranges of the candle.
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Technical Trading Tools – What to look for


[image: ]


Support/Resistance

Support and resistance lines refer to price levels that function as “barriers,” stopping a stock from going beyond them.

Support is a price level at which you can expect a down trending stock to stop and most likely bounce off at, as it indicates an area where there is a lot of buying pressure. Resistance is the price level at which you can expect an up-trending stock to hit a ceiling, as it has heavy selling pressure. These levels can be good entries and exits, as stocks have a high chance of bouncing at historical support and resistance levels.

These levels may not always be respected, however. If buying pressure increases at a resistance and overcomes the selling pressure, there is a “breakout,” and the stock goes through the resistance and continues up. In many cases, that previous resistance now becomes the support, as the buying pressure is now the majority at that level. A quick way of thinking about it is if the price is above a line, the line below is the support line, if the price is below a line, it is resistance.

Here is an example of a support on AMD on the daily timeframe. You can see after the initial breakout of the $73 level; it came back down and bounced off that level five times and each time was met with enough buyers to have the price move back up. 
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Below is an example of TSLA on the hourly timeframe. The support line tested at $200-$201 and it bounced twice before failing that level. The price then bounced but is underneath the $200 price and is now considered the resistance line.
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Risk Management

Moving on to risk management, this is the most important thing to learn when trading. The key to trading is to not focus on making money but focusing on protecting your money or your capital. Crazy right? You can control this more than your potential gains or profits. 

A stop order is the best way to keep risk management and control in your trading. A stop an order placed below the price where you bought the stock, where if the price dips down to a certain level, it will prove your setup is not valid and you had the wrong thesis on the outcome of the move. 

This is an example of how a stop loss works and the HUGE benefit of placing them.
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Here is a quick example on how to calculate risk based on a $25,000 trading account is:


a.  You don’t want to risk losing more than 1% of the total account on any one trade, so in this case you will risk $250.
b.  If your entry price on a stock is $100 and you are risking a price dropping to $98, that is a difference of $2.


c.  If you are going to risk losing $250 on this trade, take that risk amount ($250) and divide it by the difference ($2). This means you can buy a total number of 125 shares. 



If the price
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(investing)

« It isn't as stressful as day trading
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ignore the market as its a long term
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« Not needing to look at the price of the
stock day in and day out
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4{ Cons to position trading
(investing)

« High risk of signicant losses if trend
reverses

« Limited access to funds since they are
tied up in existing positions
(stocks/etfs/mutual funds)
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