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[image: ]


I wrote this book because I wanted to help beginning stock traders get started.

Initially I began by thinking of all the foolish mistakes I made when I first got started in stock trading. Then I thought to myself, "if others can learn from my mistakes, then they can avoid making the same foolish mistakes that I made".

The way most new stock traders get started as they jump right into trading with no preparation whatsoever. Don't get me wrong, I'm not standing on a soapbox preaching to anyone because I started off in the exact same way. If my level of knowledge and skill had matched my "new trader" enthusiasm I could've saved myself a ton of time, money, and grief.

You see, stock trading can be extremely profitable, but it's only profitable for those who know what they're doing. You've probably heard stories about some of the millionaires or even billionaires that earned their fortunes through trading. That in and of itself just goes to show you that there is tremendous profit potential available stock trading. Even though you may not plan to become a multi-millionaire or billionaire, you have to admit that it's nice to know that some exceptional traders have made fortunes in the stock market.

In my personal trading I had a very rough start. It seemed like every time I bought a stock the stock the price would immediately go down every time I sold a stock the stock price would immediately go up. I'm almost embarrassed to tell you this, but at the time I felt that the market had a personal vendetta against me. All this made trading a very frustrating experience for me.

My initial trading experience cost me a small fortune. At the time I didn't want to admit defeat so I kept practicing my bad trading habits over and over and over again. After a while the pain of consistently being wrong and consistently losing money became more than I could bear. At that moment I decided to throw in the towel and quit trading.

This may sound a bit strange, but giving up at that time was one of the best decisions that I had made. I decided to take a break from trading to wrap my head around the fact that I just lost a ton of money... and the reason I lost a ton of money was because I didn’t know what I was doing.

After a time I decided not to jump back into trading, but to go back to the drawing board and start from scratch. When I started from scratch, I thought it would be a good idea to explore why I had done so poorly in the past. In the process I discovered a lot about myself as well as a lot about the reasons I was actually trading.

As it turns out I was more interested in bragging about being a "trader" than I was in trading successfully. It also turns out that my trading was feeding my need for excitement. When I stopped and thought about it, I actually achieved my objective because the trading was exciting and I was able to call myself a "trader".

After a time my objective for trading shifted from excitement and status to making money. I dedicated myself to learning how to trade effectively before I ever placed another trade with real money. The very first thing I did was develop my own stock trading strategies. I also realized that those strategies would be useless to me unless I developed the rock solid discipline necessary to trade the strategies successfully.

If you're looking to become a successful stock trader, this book will certainly help you get started on the right path.

To Your Success,

Carl Robertts
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Why You Should Read This Book
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There are many different paths that you can take to get started in stock trading. One way to get started is just open up a brokerage account and start trading. Believe it or not there is actually something "good" about getting started this way. What's good about getting started this way is that it is very easy to do. Unfortunately, even though it is easy to get started this way is not recommended as you would have a near zero chance of succeeding in stock trading. I speak from personal experience when I described this method as it is exactly the way that I started to trade stock.

You can get started in stock trading another way and that is by learning from someone who has traded successfully. That is exactly what you can do by reading this book.

By reading this book you will gain a basic understanding of stock trading as well as avoid many of the foolish mistakes that I made when I first started trading stocks. This book is specifically designed to help you get started on the right path to successful stock trading.

To Your Success,

Carl Robertts
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Introduction
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Every successful business utilizes a “system” or a set of “systems” to operate effectively. First, let's start with the definition of a "system". Merriam-Webster defines a “system” as, ”an organized or established procedure”. In addition, Merriam-Webster defines a “procedure” as, “a series of actions that are done in a certain way or order: an established or accepted way of doing something”. A system can also be thought of as a set of established rules that we follow to trade effectively. So, we can essentially say that a system is a series of rules which trigger a series of actions that are done in a certain way or order.

Imagine for a moment if you will, an automobile assembly line. Both the workers and the machinery on the assembly line perform a series of actions that are done in a certain way as well as a certain order. The order in which the actions were taken was arrived at through analyzing the production process.

In much the same way as an automobile assembly line system a stock trading system has a series of actions which must be taken in a certain order. In order to determine which actions we must take and when we must take them, we need to analyze the stocks we are interested in trading. The two main types of stock market analysis are fundamental and technical analysis. In this book, "Stock Trading Systems" we focus on the use of “technical analysis” methods to help us make trading decisions. Stock market technical analysis is what we will use to explore and build stock trading systems.

We will be exploring a number of different trading systems in a step-by-step, easy-to-follow fashion. In addition, you will learn a very important skill and that skill is how to evaluate a trading system. While this skill is absolutely essential for successful trading, many beginning traders don’t have a clue of how to evaluate a trading system. Evaluation is important in any decision-making process. As an example, let’s say that you want to buy a late model used car. Wouldn’t it make sense to test drive that car before purchasing it? During your test drive you might hear a knock or ping that you know from experience means the car will need expensive repairs. If you didn’t know how to evaluate the car you might have gotten stuck with a lemon.

You are also going to learn how to grow the size of a trading account faster and larger all without increasing your level of risk. Now let’s get started by exploring our first chapter, “An Introduction To Technical Analysis”.
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An Introduction To Technical Analysis
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Successful individual traders as well as successful financial institutions use technical analysis to find opportunities to profit. Many beginning traders may shy away from using technical analysis because they believe that it may be too complicated for them.  One reason for this may be because of the word “technical”. In reality, technical analysis does not have to be complicated. In fact, some of the simplest analysis techniques are those that have withstood the test of time.

Technical analysis is a form of securities research used with the objective of predicting future price movements. In reality, the use of the word "predicting" is extremely presumptuous. It will be more accurate to describe technical analysis as having the objective of "anticipating" future price movement. When our analysis allows us to anticipate price movement, we find ourselves in a better position to more effectively enter and exit trades.

When using technical analysis, we study historical data to identify repeatable price patterns. When we identify repeatable price patterns, we place ourselves in a position to trade more profitably. At the heart of technical analysis is the belief that all things that affect the price of a particular security will be reflected in the price of that particular security. As an example, we may see the price of a company's stock decline as the company loses market share and its sales decline. 

We previously mentioned that technical analysis studies historical data. The historical data typically used in technical analysis are the price, the time, as well as the volume. This market data may be used in any number of different combinations. In this book we will explore some technical analysis basics using price and time.

In the end, the objective of technical analysis is to create a “robust” stock trading system. A trading system is considered to be robust when it can perform well in a wide variety of market conditions. We previously mentioned a number of definitions of a "system". There is another definition that seems applicable to stock trading systems. Merriam-Webster defines a “rule” as “a statement that tells you what is allowed or what will happen within a particular system”. Our analysis will allow us to find those rules which hold the greatest probability of future success. These are the rules that we would want to use to create our trading systems. Next will move on to explore more about trading systems.
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