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Why
should you read this book?






Because it will save you
money.

A very large
percentage of retail traders are net losers. 80%, if what my
online broker tells me every time I read my daily statement is
true.

80%. Think about it. Out of all
those engineers, doctors, accountants, teachers, lawyers,
architects, scientists and a whole host of other experts buying and
selling, only two in ten know what they’re doing. What makes you
think you’ll be one of them?

Psychologically, risking your
livelihood (and perhaps that of your family) on the ups and downs
of the market is one of the hardest things you can do. However
smart you think you are, however successful you’ve been up to now,
however much money you’ve got to invest, or trade, once you dive in
the market you’ll find you’re a very small fish in a very big
pond.

SURVIVING
DRAWDOWNS isn’t a Holy Grail. It isn’t a
magical trading system that will make you a fortune overnight. Only
you can create one of those, through reading books and doing
courses, or finding yourself an experienced mentor, or simply
through trial and error, testing ideas, risking your money until
you find something that comes out positive and doesn’t cost you
sleepless nights.

It won’t even tell you what to buy
or sell and when to do it. That’s up to you, and learning to do it
properly takes time, effort and money.

SURVIVING
DRAWDOWNS will show you how to take fewer
risks, which means losing less money, which might keep your
head and your finances in the game long enough to learn how to
start making it.

***


So, if 80% of retail traders
are loser, where does all the money go?

I’m sure you’ve heard about
these guys...
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Actually, they don't want you. They
don't care about you. You're irrelevant. They just want your money.
They want you to pay their mortgage. They want you to put their
kids through private school. They want you to pay for their big
cars, their luxury holidays and their kitchen extensions.

And, whoever you are,
whatever you do, you’re probably going to help them!

Not every newbie goes broke, so
hopefully you won’t give all your savings to the
sharks. But you might be hit by unexpected losses
which, even if they don’t cripple you financially, will
affect you mentally.

Sometimes a trader’s loses pile up
right at the start, when they've risked too much without really
understanding what the risk is.

Sometimes they get hit after a
winning streak, when lack of experience leads to overconfidence,
followed by paralysis when the market turns vicious and catches
them loaded up and unprepared.

Sometimes they’re the result of a
string of ‘bad luck’. (Or is that bad decisions? Can you even tell
the difference?)

The aim of this book is to show you
how to survive, how to not let the market wear you down and the
sharks eat you up financially and emotionally until you've honed
your skills.

***


 


So,
how do you survive?






Easy.






1) Know thyself

2) Get real

3) Get a system

4) Get even realer

***


1) Know thyself

i) What do you REALLY want?

ii) Why HERE?

iii) What do you bring to the
game?

iv)
How much can you throw away?

***


i) What do you REALLY want?

To get rich? To double your
capital? To be a millionaire? To make a living? To earn some spare
cash? (How much?) To be free? To be your own boss? To guarantee
your retirement? To retire early? To dabble in the markets? To have
fun or feel a thrill? To challenge yourself? To feel like a winner?
To prove something to someone? To stoke your ego?

Be honest… because
nobody but you cares what your answers are.

Think hard… because we
all have powerful, hidden reasons for wanting to trade. Reasons we
may not even want to admit to ourselves. In fact, making money
often isn't what we want most, even if we swear it is.

We all have psychological
‘wants’ or ‘needs’ we ignore, think unimportant or irrelevant, or
of which we are blissfully unaware, but which affect our lives like
the moon affects the sea.

What are yours?

Find them, because if you
don’t, they’ll find you and give you what you want the way the
devil gives Elliot what he wants in the film “Bedazzled”.
And probably before you start making any money!

Find them and admit to them so
that you can avoid them, because the only reason
you should be trading is:

TO MAKE MONEY.

And the only
things you should be doing are:

THE
THINGS IT TAKES TO MAKE MONEY...

...not the things it takes to
satisfy your other reasons!

 ***


ii) Why HERE?

There are probably several ways
you can get rich, double your capital, be a millionaire, make a
living, earn some spare cash, gain freedom, be your own boss,
guarantee your retirement, retire early, have fun, challenge
yourself, prove something to someone, satisfy your ego, or
whatever.

Why have you
chosen the stock market to get what you want? Why not choose
something else? (For example, study and get a better job,
work harder/longer, start a business, monetise a hobby, build
houses, buy to let, invest in funds or art, try horse racing or the
lottery, play poker online?)

- Maybe you could get what
you want easier doing something else?

- Maybe you'd enjoy
doing something else more?

- The upside of doing something
else may (or may not) be higher.

- The downside may not (or may)
be quite so low.

You need to be sure this is
what you want because the market will take some/all of your
money, and it may not give you as much as you feel you deserve.

The market is like the sea. It
doesn't care about your job title, or how many degrees you've got,
or how smart you are, or who your parents are. If you know what to
look for, how to act, and time it right, it'll let you surf a wave
from time to time. If you don't, it'll drown you without pity.

Even when you've got the hang
of things there will be bad times. Times when you're negative for
weeks or months on end.

DRAWDOWNS

Which you must survive, until
you get back on track.

And to do that, you need to be
prepared mentally and financially.

 ***


iii) What do you bring to the
game?

a) How much MONEY have you
got? Or, to put it a better way, how much money can you afford to
lose?

- The less
money you’ve got, the more risk you’ll have to
take to get high returns.

- The more
money you've got, the less risk you need
to take.

- The more
money you've got, the more money you stand to
make.

b) How much TIME have you
got?

- The less time you've got the
simpler your system needs to be.

- The more time you've got, the
more likely you are to complicate things or
over-trade.

c) How SMART are you?

- Smartness is a double-edged
sword. You don't need to be rocket-scientist
smart, though if you are it won't hurt.

- You do need
to be smart enough to design a system that works for you, and to
adapt it as the market changes.

- You need to be smart enough
to keep it as simple as possible.

- You need to be smart enough
to follow it.

- You need to be smart enough
to know when it is (or isn’t) working.

d) How COOL are you?

- Rudyard Kipling cool: “If you
can keep your head when all about you are losing theirs...”

- There's no point having
money, time and brains if you aren't mentally strong enough
to weather a losing streak, or to follow your system when your gut
says not to.

e) What are you GOOD at?

- You'll need a system. It has
to fit you, so make it play to your strengths.
Are you good at maths? Statistics? Pattern recognition? Do you like
reading financial reports? Are you a details person? A generalist?
Are you patient? Do you need to be in constant activity? How well
do you handle stress?

 ***
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